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 Independent Auditor's Report 

Translated into English from the Original in Greek 

 
To the Shareholders of 
OTE ESTATE A.E. 
 

Report on the Financial Statements 
We have audited the accompanying financial statements (the “Financial Statements”) of OTE ESTATE A.E. 

(the Company), which comprise the balance sheet as at 31 December 2006, and the income statement, 

statement of changes in equity, statement of cash flows for the year then ended and a summary of significant 

accounting policies and other explanatory notes. 

 

Management's Responsibility for the Financial Statements 
Management is responsible for the preparation and the fair presentation of these Financial Statements in 

accordance with International Financial Reporting Standards that have been adopted by the European Union. 

This responsibility includes: designing, implementing and maintaining internal control relevant to the 

preparation and fair presentation of financial statements that are free from material misstatement, whether due 

to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates 

that are reasonable in the circumstances. 

 

Auditors' Responsibility 
Our responsibility is to express an opinion on these Financial Statements based on our audit.  We conducted 

our audit in accordance with the Greek Auditing Standards which are based on International Standards on 

Auditing.  Those standards require that we comply with ethical requirements and plan and perform the audit 

to obtain reasonable assurance whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 

financial statements.  The procedures selected depend on the auditor's judgment, including the assessment of 

the risks of material misstatement of the financial statements, whether due to fraud or error.  In making those 

risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair 

presentation of the financial statements in order to design audit procedures that are appropriate in the 

circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal 

control. An audit also includes evaluating the appropriateness of accounting policies used and the 

reasonableness of accounting estimates made by management, as well as evaluating the overall presentation 

of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 

audit opinion. 

 

Opinion 
In our opinion the accompanying Financial Statements give a true and fair view of the financial position of 

the Company as of 31 December 2006, and of its financial performance and its cash flows for the year then 

ended in accordance with International Financial Reporting Standards that have been adopted by the 

European Union.  

 

Emphasis of Matter 
Without qualifying our opinion, we draw attention to Note 11 to the Financial Statements, where it is noted 

that the tax obligations of the Company for the years 2001 through 2006 have not been examined by the tax 

authorities.  The Company is subject to a tax audit by the tax authorities which is in progress for the years 
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2001 and 2002 and is expected to be completed within 2007.  Consequently, the Company’s tax obligations 

for the years 2001 through 2006 have not been finalized.  The outcome of a tax audit for the un-audited years 

cannot presently be determined. 

 

Report on Other Legal and Regulatory Requirements 
The Board of Directors’ Report is consistent with the accompanying Financial Statements. 

 

 

Athens, 27 April 2007 

KPMG Kyriacou Certified Auditors A.E. 

 

 

 

Garyfallia Spyriouni, Certified Auditor Accountant 

AM SOEL 16931 
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BOARD OF DIRECTOR’S REPORT 

“OTE ESTATE S.A.” 

TO THE FINANCIAL STATEMENTS AS OF 31 DECEMBER 2006  

The Board of Directors’ Report of “OTE ESTATE S.A.” (Hereinafter referred to as “the Company”) was 
prepared in accordance with article 136 of the Codified Law 2190/1920 and refers to the Annual Stand-Alone 
Financial Statements as of December 31st 2006 and for the year then ended, which have been prepared in 
accordance with the International Financial Reporting Standards (I.F.R.S.). 

 

SIGNIFICANT EVENTS OF THE YEAR 

During the year 2006, the Company moved efficiently and effectively towards the achievement of its business 
objectives as they were set by the last Shareholders’ General Assembly. This fact was the base for the 
realization of significant activities during the year 2007.   

In this frame, the construction of the New Logistics Center in Boskiza, Parnitha was completed (in order to be 
leased to O.T.E. S.A.). The Logistics Center is consisted of 15.000 m2 of warehouses and offices, as well as 
parking spots, in a plot of 109.000 m2. Furthermore, the total renovation of the 8th floor of the Management 
Hall of OTE S.A., where the General Division of Informatics Technologies has already been housed, was 
completed, while the extension of the renovations in other pavilions and floors of the same building is being 
brought into effect. 

Since late 2006, the company is checking the possibility of collaboration with public authorities concerning the 
fulfillment of their housing needs using buildings that contain communication facilities. 

Furthermore, the Company proceeded in: 

• The upgrade of the Electronic Real Estate Property Database of the Company (project: redesign of the 
Electronic Real Estate Property Database) which includes the electronic recording of the data concerning 
the real estate property of the company. 

• The creation of a file including all disengaged sites by OTE, all over Greece (apart from Attica and 
Thessalonica) and to the preparation of infrastructure for the modulation, in cooperation with OTE, of its 
housing policy.  

• The estimation of the 148 most important, in sense of value, real estate assets of its portfolio.   

• The creation of internal control service in order to examine and evaluate the efficiency and effectiveness 
of the structure of the company’s internal control system. 

• All the necessary actions for the safeguard of its real estate and business property.  

PRESENTATION OF INCOME BALANCE 

The Financial Statements of 31 December 2006 were prepared in accordance with the International Financial 
Reporting Standards and reflect on the Balance-Sheet the property of the Company on the above date while 
they include the Year’s Income Statement, the Statement of Movement in Equity and Statement of Cash 
Flows for the period 1 January 2005 until 31 December 2006, with details on the accounting principles which 
have been followed. 

The Company, with its effective management of resources as well as its commercial policy introduced an 
improvement of its financial results. In detail: 

     31.12.2006     31.12.2005 D%  

Revenues from real estate property leases 66.448.707 61.849.888 7,44% 

Income before taxes 41.299.336 36.877.915 11,99% 

Income taxes    (12.856.984)    (11.875.427)  

Profit after taxes 28.442.352 25.002.488 13,76% 
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The operating revenues of the company which consist of revenues from the leasing of the company’s fixed 
assets to other companies of the Group, juridical persons activated in the field of communications, juridical 
persons of the public and private sector and to other persons was 66.448.707 Euros for the year 2006 and 
61.849.888 Euros for the year 2005. Out of these amounts, an amount equal to 54.448.212 Euros concerns 
leases of 1.053.153,98 m2 to ΟΤΕ S.A. (i.e. a percentage of 81,94% of the turnover), while an amount equal 
to 6.818.144 Euros concern leases of 19.152,23 m2 to Cosmote (i.e. a percentage of 10,26% of the 
turnover). Furthermore, the procedure of disengagement of spaces from the lessee ΟΤΕ S.A., in order for the 
company to exploited them, within the frame of completion of the managerial reorganization is currently en 
route.  

In particular, in the field of communication space leases, for the purpose of charting of the market defined 
buildings’ lease values, the adjustment of the current leases concerning installations of Fixed Telephony Base 
Stations (F.T.B.S.) as well as the new F.T.B.S. leases of Cosmote was decided. 

For this purpose we created a table – invoice of lease prices (BTS leases) for all the regions of Greece based 
on the geographical and population characteristics of the point where the building to be leased is found, the 
size of its surface and the position of the wanted for lease surface on the building (internal space, belvedere 
or court space). This table, was the base for alike invoice issues that were used for alike leases of mobile 
telephony companies and of state juridical persons of. 

STRATEGY AND PERSPECTIVES   

2006 was a year of very significant activities for OTE S.A., one of which was the completion of the optional 
retirement program for a part of its staff due to which 4.759 employees of the company voluntarily retired 
between October 2005 and October 2006. Another significant activity was the completion of the managerial 
reorganization that aimed to a better and more efficient operation of the company. These activities had as a 
consequence the disengagement of spaces capable of exploitation hence it is expected to affect the evolution 
and the perspectives of the company in a determinative way. 

The basic lines of the company’s planning are the reconfiguration of the relation between the company and 
its mother company, the preservation and renovation of the property, plant and equipment that have a 
strategic significance for the Group, the exploitation and development of the real estate property that present 
a direct commercial interest, the emergence of surplus values of buildings presenting town planning and 
other sort of problems, and the exploitation of the company’s liquidity. 
In year 2007 the company is expected to increase its turnover due to: 

• The gradual increase of OTE S.A. leases and the adjustment of the price of rental per square meter to the 
rental value per building which is defined by the market, for those buildings that will be mainly used by 
OTE S.A., 

• The increase of revenues from leases to Group’s companies (communication spaces), 

• The development of commercial, occupational spaces in building owned by the company and the lease, or 
sale of residential developments, 

• The lease of the new warehouses of the company in Parnitha to OTE S.A.,  

• The lease of the company’s new warehouses in Preveza and Kefallonia and 

• The brought to present of the invoice of the lease prices for spaces used for communicational purposes.  

Finally, the company’s investments for the year 2007 concern mainly: renovations and space formations of 
existent buildings that are being leased to Group’s companies (such as Management Hall, Rostan, Papafi, 
Dafni), beginning of new projects (such as Taraboura, in Patra, residential development in Palaio Faliro, 
Retziki, Agrauli Kifisias, Ioannina, Komotini), completion of exploitation studies concerning important real 
estate properties (Kallithea, ROUF), improvement of building in the domain of energy, certification of E/M 
installations and lifts, improvement of infrastructure based on directions of the European Union and finally 
ductility control and control of static efficiency of the company’s buildings. 
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OTE ESTATE S.A. 
INCOME STATEMENT 

FOR THE YEAR ENDED 31 DECEMBER 2006 
(Amounts in Euros unless stated otherwise) 

    

  From January 1st to  

 Note     December 31st2006 December 31st 2005 
    
Revenues from real estate property leases 4 66.448.707 61.849.888

Operating expenses of real estate property 5 (1.761.832) (1.278.852)
Depreciation  (17.434.631) (17.244.994)

       Total income from real estate leases  47.252.244 43.326.042

    
Revenues from sales of investments in real estate 
properties  6 - 468.944
Payroll and employee benefits 7 (1.661.377) (1.387.935)

Revenues from interests and other relative revenues  8 408.257 348.286

Other operating expenses 9 (7.460.721) (6.469.922)

 (8.713.841) (7.040.627)

    

OPERATING INCOME  38.538.403 36.285.415

Other revenues / (expenses)    

Exchange differences 10 2.742.082 654.668

Other revenues  71.122 3.353

Other expenses  (52.271) (65.521)

Total of other revenues / (expenses)  2.760.933 592.500

    

Profit before taxes  41.299.336 36.877.915

Income taxes 11 (12.856.984) (11.875.427)
Profit after taxes  28.442.352 25.002.488

Earnings before interests, taxes, depreciation 

and amortization  55.583.628 53.119.955
 
 
 
The attached Financial Statements on pages 7 to 28 were prepared in accordance with the International 
Financial Reporting Standards as these have been adopted by the European Union, have been approved by 
the Board of Directors on April 23rd 2007 and are signed on its behalf by: 
 
 
President of the Board                     Chief Executive Officer                                Head of Financial of      

Directors                                                                                                         Division  
 
 
 
 
     Elli Despotou                          Ioannis Panagiotidis                                    Panagiota Pierratou             

 
 
 
 
 
The attached notes on pages 11 to 28 are an integral part of these Financial Statements 
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OTE ESTATE S.A. 

BALANCE SHEET 

OF 31 DECEMBER 2006 
(Amounts in Euros unless stated otherwise) 

     

  Note  December 31st 2006 December 31st 2005 

ASSETS  

Non - current assets  
Property, plant and equipment (used by the 
company) 12 4.486.487 4.378.898

Investments in real estate property  13 393.784.711 400.983.029

Investments 14 703 684

Deferred tax assets  22 20.936.433 22.705.900

 419.208.334 428.068.511

Current assets  

Accounts receivables 15 15.615.886 106.129.955

Other current assets  465.539 7.842

Cash and cash equivalents 16 134.855.123 36.988.215

 150.936.548 143.126.012

TOTAL ASSETS  570.144.882 571.194.523

  

EQUITY AND LIABILITIES  

Equity  

Share capital 17 599.122.052 452.457.954
Legal reserves 18 26.531.440 29.040.067

Retained earnings  (67.088.220) 66.133.054

 558.565.272 547.631.075

LIABILITIES  

Non-current liabilities  

Reserve for staff retirement indemnities 20 114.509 73.114

Other non-current liabilities 21 587.935 540.633

 702.444 613.747

Current liabilities  

Accounts payables 23 2.090.298 8.270.596

Income tax payable 24 7.875.548 12.969.437

Other current liabilities 25 911.320 1.709.668

 10.877.166 22.949.701

TOTAL EQUITY AND LIABILITIES  570.144.882 571.194.523

 
 
 
 
 
 
 
 
 
The attached notes on pages 11 to 28 are an integral part of these Financial Statements 
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OTE ESTATE S.A. 

STATEMENTS OF MOVEMENT IN EQUITY 

FOR THE YEAR ENDED IN 31 DECEMBER 2006 
(All amounts in Euros unless stated otherwise) 

         

        Total  

  Share  Legal   Retained  Equity 

  Capital  Reserve  Earnings  Total  

Balance at 1 January 2005  452.457.954  31.278.292  43.001.265   526.737.511 

         

Transfer to legal reserve  -  789.449  (789.449)  - 

Change in the deferred income taxes 
from the adjustments of the assets 
revaluation  -  (3.027.674)  -  (3.027.674) 

Dividends  -  -  (1.081.250)  (1.081.250) 

Profit after taxes  -  -  25.002.488  25.002.488 

Balance at 31 December 2005  452.457.954  29.040.067  66.133.054  547.631.075 

         

Balance at 1 January 2006  452.457.954  29.040.067  66.133.054  547.631.075 

         

Capitalization of the assets revaluation   146.664.098  -  (146.664.098)  0 
Change in the deferred income taxes 
from the adjustments of the assets 
revaluation  -  (2.508.627)  -  (2.508.627) 

Dividends  -  -  (14.999.528)  (14.999.528) 

Profit after taxes  -  -  28.442.352  28.442.352 

Balance at 31 December 2006  599.122.052  26.531.440  (67.088.220)  558.565.272 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The attached notes on pages 11 to 28 are an integral part of these Financial Statements. 
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OTE ESTATE S.A. 
STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED 31 DECEMBER 2006 
(All amounts in Euros unless stated otherwise) 

    

  From January 1st to  

  December 31st 2006  December 31st 2005 

Cash flow from operating activities  

Profit before taxes 41.299.336 36.877.915 

Adjustments for:   

Depreciation 17.434.631 17.244.994 

Provisions 271.395 29.986 

Property Tax 5.297.762 4.548.295 

Stamp-Duty and OGA contribution 1.192.296 1.110.100 

Discount due to bounty tax payment (399.004) (345.212) 

Evaluation of participation  (19) (66) 

Banking expenses 2.414 2.304 

Gain on investments  - (468.944) 

Interest and other financial expenses (9.253) (3.075) 

Operating income before working capital movements  65.089.558 58.996.297 

   
Adjustments for working capital movements related to 
operating activities   

Decrease / (Increase) in accounts receivables 91.258.808 (24.030.377) 

Decrease) / Increase in accounts liabilities (6.931.344) 3.434.803 

Minus:   

Banking expenses paid - (2.304) 

Income taxes paid (26.264.704) (19.619.009) 

Net cash flows from operating activities 123.152.318 18.779.410 

   

Cash flow from investment activities   

Purchase of property, plant and equipment (10.292.721) (12.550.464) 

Disposal of property, plant and equipment 0 634.812 

Interests income received 9.253 3.075 

Net cash flows in investing activities (10.283.468) (11.912.577) 

   
Cash flow from financing activities   
Dividends paid (14.999.528) (1.081.250) 

Banking expenses paid (interest paid) (2.414) - 

Net cash flows used from financing activities (15.001.942) (1.081.250) 

   
Net increase / (decrease) in cash and cash equivalents 97.866.908 5.785.583 

   

Cash and cash equivalents at beginning of year 36.988.215 31.202.632 

Cash and cash equivalents at end of year 134.855.123 36.988.215 

 
 
 
 
 
The attached notes on pages 11 to 28 are an integral part of these Financial Statements. 
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General information about the Company 

OTE ESTATE S.A. (Hereinafter referred to as “the Company) has been formed in 1995 under the name OTE 
ANTALLAKTIRIA SYNALLAGMATOS S.A. Thereafter, by the number 32663/2000 decision of the Prefect of 
Athens the company changed its name to OTE ESTATE S.A. and approved the abolition of transitive 
provisions, the modification of articles of the company’s memorandum of association and its encoding to a 
cohesive text.  

The General Assemblies of Shareholders of OTE S.A. and of the company starting from 28.01.2002 decided 
the secession of the real estate sector of the first and its donation to the second. As real estate sector, for the 
secession purposes, was defined the property group of OTE S.A. consisting from property, plant and 
equipment and other assets and liabilities, as these are analyzed in the Accounting Statement, that was 
prepared for the purpose of secession on September 30th 2001, a date that was defined as the beginning 
date for the donation of the sector. The given Shareholder’s Equity (i.e. the difference between the above-
mentioned assets and liabilities), was 450.260.451,54 Euros. 

The company operates in Greece. The Company is based in 15, Stadiou st., in Athens, while its operation is 
estimated to take place up until 31 December 2015. 

On 31 December 2005 the Company had a workforce of 50 people, among which 8 are detached from OTE 
S.A to the company. 
 
The Company’s objective is:  

• To buy, sell, exchange in full rights of ownership or right of enjoyment or right of naked ownership, 
to lease or rent and in general the exploitation of real estate property in Greece or any other country-
member of the European field or third countries. This real estate property may be of different 
usability, like offices, stores, houses, tourist and industrial sites, or any other kind or real estate 
property.  

• The construction, maintenance, expansion, refit and management or building, the development of 
fields, privately owned or construction through transfer of ownerships to the constructor), the 
organization of selling this real estate property and every relevant technical and commercial activity. 

• The exploitation of privately owned real estate property through any operational activity. 
 

The Company is a member of OTE Group, which on 31 December 2006 owned a share of 99.99% of the 
Company. Therefore, the financial statements of the Company are part of the consolidated financial 
statements of the Group. 

The present financial statements have been approved by the Board of Directors of the Company in April 23rd 
2007 and are under the approval of the General Assembly of the shareholders of the Company. 
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NOTES ON THE FINANCIAL STATEMENTS 

1. Synopsis of the General Accounting Principles of the Company  

The main accounting principles adopted and followed for the preparation of the attached financial statements 
of the Company in accordance with the I.F.R.S., can be summarized to the following principles which have 
been applied in consistency to all mentioned years, unless mentioned otherwise: 
 
1.1 Basis of preparation of the Financial Statements 

The attached Financial Statements were prepared in full accordance with the International Financial 
Reporting Standards (I.F.R.S.), as those have been adopted by the European Union, while for valuation base 
has been used the historic cost. 

The basic accounting principles that had been followed for the preparation of the Financial Statements for the 
year ended December 31st 2005 have also been followed for the preparation of the annual Financial 
Statements for the year ended December 31st 2006. All the Group’s companies have applied these accounting 
principles with consistency. 

Some comparative data of the year 2005 have been reclassified so that they can be compared to the 
respective data of the current year. More precisely, an amount of 4.979.002 Euros has been re-categorized 
from the account «Deferred tax liabilities» to the account «Deferred tax assets», so that the net deferred tax 
assets of the company is clearly shown. 

1.2. Currency alterations 

The financial statements of the Company are prepared in Euro, which are the functional currency of the 
Company and the currency of book keeping. Transactions in foreign currencies are exchanged into Euros 
based on the price of the foreign currency on the day of exchange. The gains or losses due to exchange 
differences that derive from the settlement of this sort of transactions during the year as well as from the 
conversion of accounts receivables and liabilities that are expressed in foreign currency are posted to the 
results on the date of the Balance Sheet according to the day’s exchange rates.   

1.3. Property, plant and equipment (used by the Company) and investing  

Property used by the Company are the plot and building that the Company holds in 15 Stadiou st., were it 
houses its headquarters, the furniture and other equipment. Investing in real estate includes land and 
buildings that the Company owns and leases, as well as improvements on this property. 

The above are shown to their historic cost of acquisition, increased by the interest of the construction period 
and decreased by the accumulated depreciations and any impairment of their value that might have 
happened. As historic cost for the land and building, which came to the possession of the company with the 
secession of the real estate sector from OTE S.A. September 30th, 2001, was used the un-depreciatied value 
of the fixed assets on that specific date. The Company’s Management calculated the salvage value of 
investments in real estate property, at the end of their useful life as the 40% of their un-depreciated value on 
the date of secession. For the assets used by the Company no salvage value is calculated.  
The maintenance cost of the property, plant, equipment and the investments in real estate assets, is 
recognized in the Income Statement when it is realized. The cost of acquisition and the accumulated 
depreciations of property, plant and equipment withdrawn or sold, are abstracted from the relative accounts 
at the time of sale or withdrawal and, the differences between the price accomplished and their book value is 
posted as profit or loss at the Income Statement. 

According to the provisions of I.A.S. 16, costs that are related to obligations of assets withdrawal are 
recognized to the period during which they are created and to the extend that they can be reasonably 
estimated to their fair value. Relevant costs of the withdrawal are capitalized, as part of the value of the 
acquired property, plant and equipment, are depreciated in an analogous way. 

The book value of property, plant and equipment is examined in order to be impaired whenever there exist 
indications that it cannot be recovered. In this case, the recovered amount is defined and if the book value 
exceeds the estimated recovered value, the difference is recognized as impairment loss on the Income 
Statement and the property, plant and equipment account is reduced to their recovered value, which is the 
greatest between their fair value, minus the necessary for the sale costs, and the value of their use. For the 
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estimation of their use value, the estimated future cash flows are discounted to their present value, using a 
discounting interest rate, which reflects the current estimations of the market for the diachronic value of 
money and the risks relating to these real estate assets. 

The company’s management has decided the valuation of the total of land and buildings owned by the 
company by certified and independent auditors based on the method of comparative data, and wherever this 
method cannot be applied, based on the method of present value of the future cash flows, for the 
preparation of the Financial Statements of the year that will end on December 31st, 2007. The above 
accounting principle is also applied for the land and buildings of which the company does not have full 
ownership, for the part that it possesses. 

1.4. Leases 

The criterion according to which a lease is considered to be a financial or a functional one is the essence of 
the transaction and not the type of the contract. 

Some indicative cases in which the lease is considered to be a financial lease are the following: 

• Transfer of the ownership of the leased fixed asset to the lessee at the end of the lease period, 

• Right of purchase of the leased fixed asset by the lessee at the end of the lease with favorable terms for 
him, 

• Duration of lease greater or equal to the 75% of the economic life of the leased asset, 

• Present value of the minimum lease payments greater or equal to the 90% of the real value of the leased 
asset, 

The lease is considered to be functional for the lessee if none of these criteria stands.  In this case, the rents 
are directly posted to the Income Statement as they are realized. 

The lease that transfers the rights and obligations deriving by the possession of a fixed asset to the lessee is 
considered as a financial one and is handled as if it leads to the acquisition of the fixed asset and the 
obligation deriving by it by the lessee. In this case, the paid rents are divided to financial expenses 
(interests), which are posted directly to the Income Statement as a reduction of the undertaken liability. 

The company is a lessor of fixed assets (it leases fixed assets to third parties by operational lease contracts) 
and its rental revenues are recognized during the lease. These fixed assets are shown in the Balance Sheet at 
the category of investments in real estate and are valuated at every Balance Sheet date on the Financial 
Statements exactly like all the other fixed assets of the same category. 

1.5. Depreciation of property, plant and equipment (used by the company) and of investments in 
real estate property  

Land is no subject to depreciation, but it is being checked for possible reduction of its value. 

Depreciation of other assets is rated using the stable depreciation method during their estimated useful life, 
which, according to the category of every asset, is shown in the following table: 

 

Category of property, plant and 

equipment 

Useful Life 

Property, plant used by the Company 10 years 

Investments in real estate 12 years (according to lease contract) 

Improvements on leased real estate 
property  

Remaining useful life since the day of improvement until the end 
of life of the building 

Furniture and equipment 3 to 5 years 

The salvage values and the useful life of tangible assets are revised and adjusted at every Balance Sheet date 
if this is considered to be necessary. 
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1.6. Accounts receivables 

Accounts receivables are initially posted to their invoice value and later on are valuated to their un-
depreciated cost using the real interest if they are due in a period longer than one year. The impairment 
losses (losses due to doubtful debts) are recognized when there exist an objective proof that the company is 
not in position to collect all the owed amounts based on the contractual terms. In this case, the impairment 
loss amount is the difference between book value of liabilities and present value of the estimated future cash 
flows, discounted using the real interest, which is posted to the Income Statement.  

1.7. Cash and cash equivalents 

For reasons of preparation of the Statement of Cash Flows, cash balance, time deposits and short-term – up 
to three months – investments, are considered as cash equivalents. 

1.8. Share capital 

The share capital includes the common shares of the Company, which are included in the same capital. Direct 
costs for the issue of shares, appear after subtracting the relevant income tax as a reduction in the issued 
product. 

1.9. Reserve for staff retirement indemnities  

The liability for the retirement of employees after they have left from the company is covered by a public 
pension fund (TAP-OTE, TAMEIO NOMIKON, TSMEDE). The company as well as the staff is obliged to a 
monthly contribution to the pension fund. 

Employees are also insured by an additional collective security of medical care, the expenses of which are 
paid in the larger part by the company. 

According to the provisions of Law n.2112/20 the company must pay to the pensioned off or surpluses 
employees compensations, the amount of which depends from the years of labor, the wage and the way of 
leave (surplus or retirement). 

Employee benefit programs, for what it concerns the compensation at leave from the company, fall under 
programs of predefined benefits, according to I.A.S. 19, «Benefits to employees». The liability posted in the 
balance sheet concerning the programs of predefined indemnities is the present value of commitment for the 
defined benefit, as this is calculated based on the actuarial study at the date of preparation of the Financial 
Statements. The interest of a corporate bond of high credit rating that has been issued to a currency 
common to that in which the predefined benefit is paid and which has a remaining duration common to the 
duration of the relative liability is used for the discount.  

An independent actuary, using the projected unit credit method as I.A.S. 19 recommends it, calculates the 
commitment of the given benefit on an annual basis. Longevity and financial costs are posted directly to the 
year’s Income Statement. Actuarial profits and losses, deriving from the adjustments that are based on the 
historic data, which are found over or under the 10% limit of the total liability, are posted to the Income 
Statement within the expected mean insurance time of employees participating on the program. 

1.10. Dividends 

The dividends distributed to the shareholders are shown as an obligation in the financial statements at the 
time they are approved by the General Assembly of Shareholders. 

1.11. Recognized income and expenses 

Income from leases as well as interests and expenses of the Company are recognized when they are accrued, 
while gains on sale of investment property are recognized when property is sold. 

1.12. Income tax 

Income tax includes the current tax of the taxed income of the year, based on the tax factor on the day of 
completion of the income statement, possible changes in tax control of previous years as well as the annual 
net annual change in deferred tax assets. 
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The deferred income taxes are determined using the calculation method based on the Balance Sheet that 
arises by the temporary differences between book value and tax recognition of Asset and Liabilities elements 
and are calculated using the tax coefficients that will be valid in the years in which Assets are expected to be 
acquired and Liabilities are expected to be settled. 

Deferred tax assets are recognized for the deductible temporary differences and for the unused tax losses, to 
the extent to which there will exist a future taxable income so that the tax losses could be used. Their value 
is controlled at every Balance Sheet date and is reduced to the extent that it is not expected to exist enough 
taxable income to cover them.  

The tax of the year (current and deferred) is posted to the Income Statement, except for the tax concerning 
transactions posted directly to the Share Capital, which in that case is posted directly, in an analogical way to 
the Share Capital. 

1.13. Related parties  

The transactions and the balance of receivables and liabilities with related parties (mother company OTE S.A 
and rest of the Group’s companies) are presented individually in the Financial Statements based on the 
International Financial Reporting Standards.  

1.14.Provisions  

Provisions are recognized when the company has a present commitment (legal or implied), as a result of a 
fact in the past, from which an outflow of resources that embody financial benefits for its settlement is 
possible to arise and the amount of this can be estimated with credibility. These are reevaluated at every 
Balance Sheet date and if it is no more probable that it will exist an outflow of recourses for the settlement of 
the commitment, are counter posted, while they are used only for the purpose for which they were initially 
created. 

Projections for future losses are not recognized. Potential claims and liabilities are not recognized to the 
Financial Statements. 

Provisions for reorganization is recognized when the company has a specific, detailed and official plan of 
reorganization, which has either already started being realized or has been announced in public. Future 
operational costs are not included in the provision. 

1.15. Offsetting of receivables - liabilities  

The compensation of financial assets with liabilities and the description of net amount in the financial 
statements are achieved only if there is the legal right for compensation and there is tendency for 
compensation of the net amount that comes up from the compensation or for the coincident arrangement.  

1.16. Impairment of assets  

The accounting value of an asset is examined for impairment whenever there is evidence that it cannot be 
retrieved. When book value of an asset exceeds its recoverable amount, an impairment loss is recognized and 
posted directly to the Income Statement. During the evaluation, if there is evidence, that an asset is 
impaired, external and internal sources of information are taken under consideration.  
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1.17. New Financial Reporting Standards and Interpretations 

The accounting principles and the valuation methods adopted and followed, are the same ones mentioned in 
the notes of the published Financial Statements of December 31 2005, after considering the following 
modifications of the reporting standards and the new interpretations issued by the International Accounting 
Standards Board (I.A.S.B.), which were adopted by the European Union and the application of which is 
obligatory from 1.01.2006: 

• Alteration of I.A.S. 19, Benefits to employees (Regulation 1910/8.11.2005) 

It offers an alternative possibility of new handling for what it concerns the posting of actuarial profits and 
loses of certain pension funds directly to an account of Shareholder’s Equity. It also defined the way in which 
financial units should take into consideration certain employees benefit programs to their financial statements 
and demands the notification of complementary information. 

The company did not use the above-mentioned possibility in the present financial statements. 

• Alteration of I.A.S. 39, Fair value option (Regulation 1864/15.11.2005) 

It is allowed, under conditions, the categorization of the financial means, at their initial recognition, as 
valuated to the fair value and with posting of the change of the fair value to the Income Statement (fair value 
option).  

The company did not use this option to its present financial statements. 

• Alteration of I.A.S. 39, concerning recognition and evaluation of financial means principles (Regulation 
2106/21.12.2005) 

It is allowed to the economical units, to define, under certain conditions, an expected inter-office transaction 
expressed in foreign currency, as the counterbalanced element to the financial statements. 

December 31st 2006, there are no expected transactions between the Groups’ companies that could be 
considered as counterbalanced elements. 

• Alterations of I.A.S. 39 and I.F.R.S. 4, concerning insurance policies (Regulation 108/27.1.2006) 

These modifications aim to assure that the issuers of financial collateral contracts include the resultant 
liabilities in their Balance Sheet. Precisely, the issuer of such a contract must initially recognize it to its fair 
value (unless it is considered as insurance policy) and then to the higher amount between: 
(i) The amount arising based on the principles defined by I.A.S. 37 concerning forecasts estimates and, 
(ii) The amount that was initially recognized reduced by the amount that has already been posted as 
revenue, according to IAS 18 concerning recognition of revenues. 

The above-mentioned alterations had no significant effect to the financial statements of the company. 

• Alteration of I.A.S 21, concerning the effect of changes to the foreign exchange prices (Regulation  
708/8.5.2006) 

The direct posting of exchange differences arising by monetary elements that consist part of the net 
investment in economic units of abroad to the Shareholder’s Equity is allowed, even when these are 
expressed to a currency different than the operational currency of the company. 

December 31st 2006, there existed no monetary elements that could be considered as part of the net 
investment in foreign economic units. 

• Alteration of I.F.R.S. 1, «First implication of International Financial Reporting Standards» and Alteration of 
I.F.R.S. 6 «Exploration and evaluation of Minerals» (Valid for all years starting from 1.01.2006)-
Regulation 108/27.1.2006 

These modifications are not relative to the activity of the company. 
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Interpretation 4 «Definition of the agreements including leases» (Regulation 1910/8.11.2005) 
Interpretation 5  «Rights of investments in funds of deactivation, restoration and environmental protection» 

(Regulation 1910/8.11.2005). 
Interpretation 6 «Liabilities that rise from the participation to a specific market – Electrical and electronic 

equipment waste» (Regulation 108/27.1.2006) 

From the assumptions made by interpretations 4,5 and 6 did not arise any substantial effect to the financial 
statements. 

Moreover, expect from those mentioned above, the International Accounting Standards Board (I.A.S.B.) 
issued the following standards and interpretations, which were adopted by the European Union. Their 
implementation is obligatory for the years starting after 1.01.2006. These have not been applied during the 
preparation of the attached financial statements: 

• I.F.R.S. 7, Financial Means: Notifications (Regulation 108/2006) as well as the changes brought to the 
rest of the Reporting Standards 

Capital notifications demand extended publications concerning the significance of financial means to the 
economical position and yield of an entity, as well as quantitative and qualitative information concerningthe 
nature and the extent of risks. 

I.F.R.S. 7 and the modifications of the rest of the Standards are obligatory applied for all years starting of 
1.01.2007 and are expected to bring significant changes to the content and the way of notification of the 
elements concerning financial means. 

• Alteration of I.A.S. 1, Presentation of the financial statements – notifications on capital 

Extra notifications concerning the way of management of the company’s equity are required, as well as 
quantitative information on that. This will be valid starting on 1.01.2007. 

• Interpretation 7, Implementation of the adjustment approach according to I.A.S. 29 on over-inflated 
economies, (Regulation 708/2006) 

It refers to the I.A.S. 29, in the case that an economy becomes over-inflated for the first time and precisely 
to the accounting concerning deferred taxes. 

It is valid from 1.03.2006 and its adoption is not expected to have substantial effect to the company’s 
financial statements. 

• Interpretation 8, Field of appliance of I.F.R.S. 2, Payments in stocks  

It refers to accounting concerning payment in stocks transactions, in which some or all of the commodities 
and services that have been acquired but cannot be specified. 

It will be valid from 1.05.2006 and its adoption is not expected to lead to any substantial effect to the 
financial statements of the company. 

• Interpretation 9, Re-estimation of incorporated derivatives 

It demands the redefinition of whether an incorporated derivative must be separated from the initial contract, 
whenever a change occurs on the contract. 

This will be valid for all years starting from 1.06.2006 and its adoption is not expected to lead to a substantial 
affect on the financial statements of the company. 

Finally, the International Accounting Standards Board (I.A.S.B.) issued the following standards and 
interpretations, which have not yet been adopted by the European Union: 

• Interpretation 10, Mesne financial statements and impairment 

With the adoption of this interpretation it is not allowed to counter post impairment loses that were 
recognized on a previous, mesne period concerning surplus value, investments in stock titles or financial 
means valuated at cost values. 

This will be valid for all years starting from 1.06.2006, while it is not expected to influence the accounting 
principles followed by the company. 
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• Interpretation 11, Group and own stock transactions  

It refers to the accounting confrontation of specific relative transactions and to whether they should be 
presented as cash or stock settlement transactions as defined by I.F.R.S. 2. 

It will be valid starting from 1.03.2007, while the company will examine if it is going to affect its financial 
statements. 

• Interpretation 12, Agreement fot the concession of exploitation 

It refers to the concession of services between public and private authorities and will be valid from 1.01.2008, 
while it is not expected to affect to the accounting principles followed by the company. 

2. Management’s estimates  

The preparation of the financial statements, according to the I.F.RS., demands the use of certain important 
accounting estimations as well as the use of Management’s judgment during the procedure of implementation 
of the accounting principles. Furthermore, the use of calculations and assumptions affecting the amounts of 
assets and liabilities as well as the notification of potential assets and liabilities at the date of preparation of 
the financial statements and the amounts of revenues and expenses during the current year is needed. 

The use of the given information and the application of subjective judgment consist inextricable elements for 
the realization of estimations, while the actual future results may differ from the previously mentioned 
estimations. 

These estimations and hypotheses, which consist the base for decision-making concerning the accounting 
values of assets and liabilities, are being revised on a continuous base and rely on the existing experience 
and on so-thought fair factors, under the existing circumstances. 

3. Financial Risk Management  

The company is exposed in several financial risks like market risk (changes in market prices and interest 
rates), credit risk and liquidity risk. The company’s risk management program aims to minimize the negative 
consequences that might affect its financial performance. More precisely: 

3.1 Real Estate Market Risk 

The company is exposed in the risk of changes in the values of real estate property and leases. Particularly, 
in the field of real estate apply a number of risks which have to do mainly with the geographical position and 
the marketability of the real estate, the credibility and the credit worthiness of the lessee, the type of usage 
of the leasehold property from the leaseholder, the general business activity and the tendencies of 
commercial upgrade or downgrade of the particular region in which the real estate is situated. 

In general, in a solid economy and during periods of economic growth, with low inflation and interest rate 
levels, when investments and employment rates increase followed by an increase in the rates of 
consumption, the right commercial conditions for an increase in the demand for new professional spaces 
(stores and offices) are created.  

On the contrary, in situations of bad economic conditions and periods of low demand for products and 
services, in the general economy or in specific regions, the corresponding productive sectors are negatively 
influenced, leading as a result to a recession in the demand for professional spaces. 

3.2. Credit risk  

The company does not have significant concentration of credit risk. Its transactions with customers and 
lessees take place only after they have been evaluated concerning their credit worthiness and their credibility, 
in order to eliminate problems as delayed and insecure payments. Only reliable credit institutions perform 
transactions concerning cash and cash equivalents. The company uses procedures that eliminate its exposure 
to credit risk by specific credit institutions. 
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3.3. Interest rate risk  

Revenues and cash flows of the company are only slightly influenced by the changes of interest rates, since 
the invested cash are mainly depended on the Euro interest rate, which present historical low variability and 
for which the predicted variation of the market for future periods is also significantly low. 

3.4. Liquidity Risk 

Prudent management of the company’s cash, its “healthy” financial structure and the careful choice of its 
investing movements secure in time the necessary liquidity for its operations. 
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INCOME STATEMENT  

4. Revenues from real estate property leases   

The company owns real estate properties within the Greek territory, which it rents on long-term functional 
leases, according to the provisions of the Law concerning commercial leases. (P.D.34/1995) to the Hellenic 
Telecommunications Organization S.A. (O.T.E. Α.Ε.), companies of the Hellenic Telecommunications 
Organization Group and third parties. Revenues from these leases are analyzed as follows: 

 1.01-31.12.2006 1.01-31.12.2005 

Rental income from OTE  54.448.212  52.216.941 
Rental income from other Group companies  9.944.133   7.755.580 
Rental income from third parties 2.056.362   1.877.367 

TOTALS                                                                      66.448.707        61.849.888 

The rents adjustments are calculated on an annual basis, based on the annual change of the consumer price 
index, as this is defined by the National Statistical Service. 

5. Operating expenses of real estate property  

Operating expenses of the company’s real estate property are analyzed as follows:   

 1.01-31.12.2006 1.01-31.12.2005 

Real estate property tax     392.333    141.852 
Public Stamp and contribution to the Agricultural Insurance 
Organization  1.192.296  1.110.100 
Other operating taxes on real estate property     177.203      26.900 

TOTALS                                               1.761.832         1.278.852 

6. Revenues from sales of investments in real estate properties  

 1.01-31.12.2006 1.01-31.12.2005 

Initial cost of real estate property  - 388.112 
Minus: Cumulatives dépréciations  - 222.244 
Net book value - 165.868 
Minus: Proceeds of sale  - 634.812 

Gains on sale of investment property                                                      -           468.944 

During the year 2006 the company did not sell any of its assets. During the year 2005 an area of 623,90 m2 

was abalienated in accordance with the decision number 861/2004 of the Court of first instance of Athens in 
order to widen Kifisias Avenue at the interchange of Attiki Odos and as a result the company received an 
amount of 623.900 Euros as a compensation. Furthermore, in year 2005 the company sold part of a piece of 
land at the region of Asyrmatos Varis because the law obliged it. 

7. Payroll and employee benefits  

Employees’ expenses are analyzed as follows: 

 1.01-31.12.2006 1.01-31.12.2005 

Payroll 1.235.494 1.048.706 
Accrued social security contributions     376.163    312.266 
Employee benefits      49.720     26.963 

TOTALS                                                                        1.661.377                 1.387.935 

8. Revenues from interests and other relative revenues  

Interest income comes from short-term cash deposits and relative revenues from the lump sum payment of 
the income tax for the year 2005, the property tax and other taxes of the year 2006. 
 
 1.01-31.12.2006 1.01-31.12.2005 

Interest revenues    9.253     3.075 
Relative revenues 399.004  345.211 

TOTALS                                    408.257                    348.286 
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9. Other operating expenses 

Other operating expenses are analyzed as follows: 

 1.01-31.12.2006 1.01-31.12.2005 

Wage and expenses of third parties   1.373.893  1.116.544 
Benefits of third parties      262.378    211.942 
Taxes       309.765    258.254 
Other expenses             117.703           187.595 
Exposure expenses      38.070     38.624 
Publications expenses       6.275        5.583 
Maintenance expenses             54.875           103.085 
Property taxes  5.297.762        4.548.295 

TOTALS                                                     7.460.721               6.469.922 

10. Exchange differences 

The amount of exchange differences arises from the investment of the increased, due to the collection from 
OTE S.A. of rents of the years 2004, 2005 and part of 2006, cash equivalent of the company to Synthetic 
Swaps (Repos). 

11. Income taxes 

According to Law n.3296/2004 the coefficient for the taxation of profits is 29% for the year 2006 and 25% 
for the years 2007 and after. 

The Greek tax legislation and the relative provisions are subject to interpretation from the tax authorities. 
Declarations of income are submitted to the tax authorities on an annual basis, but the profits or losses 
declared, remain temporarily open, for tax purposes, until tax authorities control the declaration of income 
and the books of the taxpayer, so that the relative tax liabilities are finalized. Losses, at the level that are 
recognized by tax authorities, can be used in compensation with the next five years’ profits. 

June 2006, tax authorities began the tax control of the company for the years 2001 and 2002, and are 
expected to complete it within the first six months of the year 2007.  Hence, tax authorities have not 
controlled the company for the years 2001 to 2006 and as a consequence its tax obligations for the 
uncontrolled years are not yet final. 

Income taxes that were included in the results are analyzed as follows: 

 31.12.2006 31.12.2005 

Current income tax  13.596.015 12.567.666 
Previous years’ taxes           128     146.070 
Deferred tax      (739.159)     (838.309) 

TOTALS                                         12.856.984        11.875.427 

Income taxes that were included in the results are analyzed as follows: 

 31.12.2006 31.12.2005 

Profit before tax  41.299.336  36.877.915 

 
Tax 29% (2005: 32%) 11.976.807 11.800.933 
Tax on non tax reducing expenses   1.411.735 1.500.856 
Additional property tax  2.077.467  1.945.941 
Adjustments due to changes of coefficients    (100.526)    (977.347) 
Adjustments for I.F.R.S.            -    486.648 
Previous years’ taxes        128    146.070 
Tax change that is recognized to the reserves (2.508.627) (3.027.674) 

TOTALS                                   12.856.984       11.875.427 
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ASSETS   

12. Property, plant and equipment (Used by the company) 

       Land        Buildings      Equipment         Total 

Net book value 01.01.2005 3.834.494 483.906 142.156 4.460.556 
Additions of year 2005 - -   50.936 50.936 
Depreciations of year 2005 - (71.689) (60.905) (132.594) 
Net book value 31.12.2005  3.834.494 412.217 132.187 4.378.898 

     

Net book value 01.01.2006 3.834.494 412.217 132.187 4.378.898 

Additions of year 2006 - 209.202 51.180 260.382 
Depreciations of year 2006 - (93.886) (58.907) (152.793) 

Net book value 31.12.2006 3.834.494 527.533 124.460 4.486.487 

The above assets refer to the company’s land and building situated at 15 Stadiou str., where are its 
headquarters, to furniture and other equipment.  

13. Investments in real estate property 

     Land Buildings Projects 
under 

construction 

Total 

Net book value 01.01.2005 186.551.772 208.633.823 10.576.172   405.761.767 
Additions / Transfers         (112.868)       2.591.890     9.850.034 12.329.056 
Depreciations of year 2005 -    (17.107.794) - (17.107.794) 
Net book value 31.12.2005 186.438.904 194.117.919 20.426.206 400.983.029 

     

Net book value 01.01.2006 186.438.904 194.117.919 20.426.206 400.983.029 
Additions / Transfers - 1.036.969 9.046.551 10.083.520 
Depreciations of year 2006 - (17.281.838) - (17.281.838) 
Net book value 31.12.2006 186.438.904 177.873.050 29.472.757 393.784.711 

All the above-mentioned assets are leased on professional leases according to the provisions of the law 
concerning commercial leases (Presidential Decree 34/1995). The duration of the leasing is twelve or six 
years and the escalation of rentals takes place annually, based on the annual change of the consumer price 
index, as the National Statistical Service defines this. Rentals were 66.448.707 Euros and 61.849.888 Euros 
for the years 2006 and 2005 respectively. 

December 31st 2006 the fair value of the above mentioned real estate properties was estimated by the 
company’s management to be over 1.100.000.00 Euros (2005: 951.440.000 Euros), using as base for the 
estimation the capitalization of the revenues from rentals of these properties. 

14. Investments  

The company participates to the share capital of the company LOFOS PALLINI S.A by a percentage of 
0,0033%, having in its possession 150 shares of nominal value of 2,93 Euros that is with a cost value of 441 
Euros.  

Revenues from dividends of the previously mentioned investment were 19 Euros for year 2006, (66 and 177 
Euros for years 2005 and 2004 respectively), driving its value to 703 Euros for the year 2006 and 684 Euros 
for the year 2005. 

15. Accounts receivables  

Customers balance on 31.12.2006 and 31.12.2005 are analyzed as follows:  

 31.12.2006 31.12.2005 

Group companies  14.959.898 104.740.927 
Other customers     655.988    1.389.028 

TOTALS                    15.615.886   106.129.955 
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The observed significant reduction in accounts receivables in relation to the previous year is mainly due to the 
fact that in the current year the company received leases of a total amount of 145.822.422 Euros from the 
mother company OTE S.A.  

16. Cash and cash equivalents  

Cash and cash equivalents are analyzed as follows: 

      31.12.2006 31.12.2005 

Cash in hand                3.752              3.794 
Deposits and time deposits      134.831.371      36.983.429 
Closed deposit accounts               20.000                992 

TOTALS                      134.855.123                    36.988.215 

The increase of deposits and time deposits during the current year arises from the collection of rents of years 
2004, 2005 and part of 2006 from OTE S.A. 

During the year 2006, the average deposit interest was 2,82% and the average duration of time deposits was 
15,6 days. 
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EQUITY   

17. Share capital  

December 31st 2005 the totally paid share capital of the company was 452.457.954,30 Euros divided in 
154.422.510 stocks, of a nominal value of 2,93 Euro each. 

December 21st 2006, the Shareholders’ General Assembly decided, in accordance to the article number 20 of 
the Codified Law 2065/1992, to capitalize the adjustment of the real estate property value that took place on 
1.01.2004, and which led to an amount of 146.664.097,58 Euros, by an equal amount increase of the 
company’s share capital, which as of December 31st 2006 was 599.122.051,88 Euros divided in 
204.478.516 stocks, of a nominal value of 2,93 Euro each. It is noted that because the adjustment of the 
real estate property’s value according to the Codified Law n.2065/1992 is not recognized from the IFRS, the 
previously mentioned capitalization is presented in the attached Financial Statements as a reduction in return 
earnings. 

18. Legal reserves   

According to the provisions of the Greek corporate law, at least 5% of net profits, in case they exist, after 
taxes is withheld annually as legal reserve, which is exclusively used for the equalization, prior to the 
distribution of dividend, of any existing debit balance of the profit and loss account. This deduction is no 
more compulsory, when the balance of the legal reserve is equal to one third of the share capital. The legal 
reserve can only be distributed in case of dissolution of the partnership. 

Reserves that are subject to special taxes is a result of the provisions of the tax legislation that offers the 
possibility to postpone the taxation for certain incomes at the time of their distributions to the share holders, 
according to the tax rate that is valid at that point in time. 

The deferred tax reserve was the result of the cancellation, in accordance with IFRS provisions, of the 
adjustment in the company’s real estate property value according to the provisions of law 2065/1992. The 
discussed reserve is reduced annually based on the tax rates that will be in use during future years, according 
to the tax depreciations on the value of the adjustment. The deferred tax reserve December 31st 2004 was 
30.694.298 Euros, an amount that was reduced by 3.027.674 Euros in 2005 and by 2.508.627 Euros in 2006. 

The surpluses of years 2006 and 2005 are analyzed as follows: 

 Legal 
Reserve  

Reserves that 
are subject to 

special taxes  

Deferred tax 
reserve 

Total Reserves  

Balance 01.01.2005 447.773 136.221     30.694.298     31.278.292 

Change in deferred tax receivables 
due to cancellation of the 
revaluation of real estate property in 
year 2004 

 
- 

 
                       - 

 
(3.027.674) 

           (3.027.674) 
Transfer of retained earnings           789.449                        -                        -      789.449 
Balance 31.12.2005 1.237.222 136.221 27.666.624 29.040.067 

     

Change in deferred tax receivables 
due to cancellation of the 
revaluation of real estate property in 
year 2004 

                              
                  - 

                            
                       - 

 
        (2.508.627) 

(2.508.627) 
Balance 31.12.2006 1.237.222 136.221 25.157.997 26.531.440 

19. Year dividend  

Under Greek corporate law, each year companies are required to declare from their statutory profits, 
dividends which are the maximum between: 35% of after-tax profits, after allowing for legal reserve and 6% 
of the paid-in share capital. But still, companies have the right to not declare dividends if the total of their 
shareholders agree on that. 
June 2006, the Shareholders’ General Assembly decided to distribute dividends on the profit of year 2005 of a 
total amount of 14.999.528 Euros. For the year 2006 it is estimated that no dividends will be distributed, 
because the above-mentioned capitalization led to a negative new balance. 
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LIABILITIES  

20. Reserves for staff retirement indemnities  

Under the Greek Labor law each employee is entitled to termination lump sum payment in the event of 
dismissal or retirement. The amount of the compensation depends on the length of service and his/her 
compensation on the day of his/her dismissal or retirement. Workers that quit their jobs or are dismissed due 
to a specific cause, have no right to compensation. In case that the worker remains in the company until 
he/she receives his/hers pension then he/she receives gratuity equal to 40% of the compensation that he/she 
would receive if he/she was to be fired on that same day. 

Reserve for staff retirement indemnities is shown in the financial statements according to ISA 19 and is based 
to an independent actuarial study. The amount that has been included in the Balances of the years can be 
analyzed as follows: 

 31.12.2006 31.12.2005 

Current employment cost  37.413 27.685 
Interest on the obligation   3.847  2.233 
Recognized actuarial loss             618      68 

TOTALS                             41.878           29.986 

The amounts reported in the Balance Sheet are analyzed as follows: 

 31.12.2006 31.12.2005 

Present value of non-financed liabilities  141.844  96.183 
Unrecognized actuarial loss (26.852) (23.069) 
Benefits paid by the employer     (483)       - 

TOTALS                                                     114.509            73.114 

The total unrecognized actuarial loss for the period 2006 includes the actuarial loss on 31.12.2005, which was 
recognized on the results of year 2006. 

The main actuarial assumptions that were used on the date of the Balance Sheet are: 

 31.12.2006 31.12.2005 

Discount interest 4,2% 4% 
Increase in future compensation levels 6% 6% 
Inflation   2,5% 2,5% 

21. Other non-current liabilities   

Other non-current liabilities concern deposits that have been made by the lessees to the company in order to 
ensure the observance of the leasing conditions and the fulfilment of their obligations. The deposits’ amounts 
remain interest-free to the company during the whole duration of the leasing and are returned to the lessees 
after their on-time departure from the leasehold property at the end of the leasing. The deposit’s amounts 
are adjusted on an annual base by the same percentage with every rental increase (annual change of the 
consumer price index, as this is defined by the National Statistical Service). 

Long-term liabilities to lessees December 31st 2006 were 587.935 Euros and December 31st 2005 540.633 
Euros.  

22. Deferred tax assets  

Deferred income tax has been calculated using the determined by the law tax rates that will be used on the 
date on which the revenue from the deferred demand is expected to be collected or the deferred tax 
obligation to be settled.  

Deferred income tax is calculated on the temporary differences between the accounting value and the tax 
value of the asset properties and liabilities 
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Deferred tax demands and liabilities are analyzed as follows:   

 31.12.2006 31.12.2005 

Deferred tax assets    
Assets tax revaluation  25.157.997 27.666.624 
Staff retirement indemnities        28.627       18.278 
Total       25.186.624    27.684.902 

Deferred tax liabilities    
Assets improvements   4.250.125  4.978.942 
Other tax adjustments             66             60 
Total           4.250.191          4.979.002 
   

Total Deferred tax liabilities 20.936.433 22.705.900 

23. Accounts payables  

The company’s operating liabilities are free of interest and were paid shortly.  

 31.12.2006 31.12.2005 

Supplier liabilities   413.783    126.928 
Due checks     20.207     19.373 
Related party liabilities  1.656.308 8.124.295 

TOTALS                          2.090.298                8.270.596 

24. Income tax payable  

 31.12.2006 31.12.2005 

Tax of Salaries       43.468        27.587 
Tax of third parties payments       10.035        40.820 
Income tax 16.629.429 17.761.373 
Prepayment of next years’ income tax (8.822.383) (8.168.674) 
Administration’s payments tax       14.999       11.350 
Tax revaluation on assets’ value              -    3.296.981 

TOTALS                            7.875.548               12.969.437 

Current tax payables are paid within the time limits set by the relevant provisions of the Greek Tax 
Legislation. Payment of the tax on the adjustment of property value (Law 2065/1992) is done by installments 
while the prepayment of next year’s income tax is set off with the demand from the income tax prepayment. 

25. Other current liabilities  

Other current liabilities are analyzed as follows: 

 31.12.2006 31.12.2005 

Other creditors               341.014         1.250.054 
Insurance funds                 83.199              72.541 
Accrued expenses      487.107          387.073 

TOTALS                                                                                     911.320                    1.709.668 

Accrued expenses for period 2006 include an amount of 487.107 Euros, which concerns expenses of the 
ending year that were not paid within the year and were not due at the end of the year. Accrued expenses 
for period 2005 include an amount of 365.223 Euros which concerns projects of O.T.E. S.A. on the company’s 
property, plant and equipment realized during the month of December 2005 but invoiced within the next 
year. 

Insurance fund contributions are paid within the time limits that are set by the relative provisions. 
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ADDITIONAL INFORMATION  

26. Related party transactions  

Within its activities, the company interacts with other companies of OTE Group. All transactions with the 
parent company and the related parties are objective; take place under normal circumstanced while the 
cooperation conditions with these companies do not differ from the usually practiced conditions with non-
related parties.   

The transactions of the company for the years 2006 and 2005 as well as the balances of its demands and 
liabilities on 31.12.2006 and 31.12.2005 are as follows:   

 31.12.2006 01.01.2006-31.12.2006 

 RECEIVABLES  PAYABLES  REVENUES            EXPENSES 

Parent company  13.875.494 1.619.986  54.448.213 815.653 
Other related parties  1.084.404    36.322    9.944.133 187.250 

TOTAL              14.959.898               1.656.308      64.392.346         1.002.903 

 

 31.12.2005 01.01.2005-31.12.2005 

 RECEIVABLES  PAYABLES  REVENUES            EXPENSES 

Parent company  104.112.864   8.046.359  52.216.941 905.195 
Other related parties       628.063        77.936    7.755.580 226.139 

TOTAL             104.740.927     8.124.295           59.972.521         1.131.334 

The compensations of the Board of Directors that were included in the results of the years 2006 and 2005 
were 82.340 Euros and 52.770 Euros respectively. 

27. Potential liabilities and obligations  

December 31st 2006 the following litigations and claims existed for the company: 

1. Litigations and claims: 

• Appeal of Georgios and Eirini Zoumi against decision number 41/2004 of the Court of first instance of 
the island of Naxos, concerning assertion of the ownership of 41 m2 at the site Faneromeni on the 
island of Ios with a value of 26.650 Euros, (its salvage value at the company’s book is 15.053 Euros). 
The above-mentioned decision rejected the company’s lawsuit, while the chance of retraction is being 
examined. 

• The municipality of Alikarnassos brought an action for property of 40.500 m2 at the site Rousses in 
Irakleio, Crete worth 1.027.146 Euros (the salvage value of the property at the books of the company 
is 79.450 Euros). The company exercised main intervention, which was rejected and will appeal. It is 
estimated that the property will be lost.  

• Application of the previous owners at the Council of State, in order to retract the given abalienation of 
the real estate property of 733.806 m2, with a value of 570.584 Euros, at the site of Kotyxi, district of 
Ilia, (the salvage value of the real estate property at the company’s books is 5.114.740 Euros.) for 
which the set day of trial is postponed to September 17th 2007. It is estimated that the abalienation will 
not be retracted. 

• Action at law of the Holy Monastery of Profitis Ilias at Thira for a real estate property of 469.514 Euros 
value (the salvage value of this real estate at the company’s books is 430.450 Euros). This case is 
suspended at the Supreme Court of the State (Areios Pagos) after the appeal of judgment on behalf of 
OTE S.A.   

• The decision for the determination of the definitive amount of compensation due to a street plan for a 
real estate property of 90,52 m2 at Panepistimio square, city of Volos is in suspense. The company 
owes the amount of 82.785 Euros for the discussed area according to the determined temporary value 
of compensation.   

• Appeal of those suffering the abalienation for the definition of the definitive value price for 
compensation due to street plan on a real estate property of 2.070 m2 at the site of Tarampoura, city 
of Patra. The company owes 127.375 Euros to the municipality of Patra, an amount that has been 
calculated using the determination of the temporary unit price compensation based on decision number 
309/2005 of the Courst of first instance of the city of Patra 
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The company’s management believes that the above-mentioned amounts are not sufficient in order to 
perform a forecast.   
 
September 30th 2001 OTE S.A. assigned, conveyed, abalienated and gave over the branch of its real estate 
property in full proprietary title, demesne and ownership to the company, along with every right, personal, 
real, relative actions at law and commands, alienated from every right on the discussed real estate property, 
giving to the company full proprietorship, along with the power and right to dominate, hold and admit the 
real estate property from then and on. 

2. Open accounting periods: 

As mentioned at note number 11 the company is potentially obliged to other taxes that can be imposed by 
the tax authorities for the uncontrolled tax periods from 2001 to 2006. It is noted that the outcome of the tax 
control for the years 2001and 2002 is expected to be announced to the company within the first six months 
of 2007.  

3. Given Guarantees: 

The company, within its activities, has given guaranty bonds of 20.000 Euros value to third parties in order to 
assure the fulfillment of its obligations. 

28. Subsequent events  

There are no material subsequent events that have occurred after 31 December 2005 that should be 
promulgated or alter the funds of the financial statements by influencing the financial state of the company. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  


