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BUSINESS DEVELOPMENT AND THE ENTITY’S SITUATION 
 
GEROA PENTSIOAK Entidad de Previsión Social Voluntaria (the Entity) was formed 
on 9 January 1996 by the Asociación de Empresarios de Gipuzkoa (ADEGI – Gipuzkoa 
Business Association) and the trade unions ELA, LAB, CCOO and UGT, as Founding 
Members. The Entity was set up to provide pension supplements in certain sectors of 
the economy, under applicable collective labour agreements. 
 
In 2002 a new sector was included in the scope of the Entity’s activities in Guipuzcoa, 
fruit and vegetable wholesalers, and two new companies, Zahor S.A. and Kursaal 
Producciones S.A. Four industrial sectors, ceramics, forwarding agents, glass and 
petrol stations have increased their contributions by 0.50%, as have the following 
companies, which are not covered by any collective agreement in Gipuzkoa: Cementos 
Rezola, Savera Group and Herribús-Iparbús. 

 
Contribution rates are different for each sector, although they are always linked to the 
employee’s calculation base for common contingencies. The following rates were 
applied in 2002: 
 

SECTORS % OF TOTAL CONTRIBUTION IN 2002 
Iron and steel 3.50%  
Ceramics 3.00% 
Timber 2.00% 
Forwarding agents 3.00%  
Bakeries 1.20%  
Glass 2.50%  
Construction 2.50%  
Paper and cardboard 1.20% 
Furniture and accessories 1.00% 
Textile trade 1.60% 
Leather and fur trade 1.60%  
Metal trade 2.00%  
Cleaning, Gipuzkoa 0.50% 
Petrol stations 1.50% 
Fruit wholesalers 1.00% 

 



 
Total gross contributions as at 31 December 2002 amount to € 54.62 million, 
representing a growth of 8.24% on the previous year. Of total contributions received, € 
5.46 million was transferred to risk provisions for disability and death benefit. This 
figure breaks down into an external reinsurance policy (€3.85 million), a provision for 
direct risks (€ 0.43 million) and the surplus for the year (€ 1.18 million). In order to 
avoid overprovision, during the year the Entity’s governing body decided to quantify 
risks relating to lifetime annuities and calculated a maximum provision of 25% of these 
commitments. The remainder will be taken to the income statement each year. 
 
At the year end, a total of 120,539 ordinary member employees have made 
contributions, as analysed below by sector and company: 
 
SECTORS 2001 2002 
Iron and steel 69,426 70,299 
Ceramics 670 610 
Timber 3,276 3,175 
Forwarding agents 670 673 
Bakeries 1,811 2,031 
Glass 407 365 
Construction 16,529 16,676 
Paper and cardboard 1,791 1,870 
Furniture and accessories 2,306 2,077 
Textile trade 2,839 2,848 
Leather and fur trade 634 687 
Metal trade 7,524 7,841 
Cleaning, Gipuzkoa 7,122 8,876 
Petrol stations 673 802 
Fruit wholesalers  126 
Sundry items 1,096 1,583 
 



A total of 8,125 corporate member companies have made contributions, as analysed 
below by sector and company: 
 
SECTORS 2001 2002 
Iron and steel 3,473 3,491 
Ceramics 10 12 
Timber 532 522 
Forwarding agents 67 68 
Bakeries 161 159 
Glass 43 42 
Construction 1,461 1,453 
Paper and cardboard 27 28 
Furniture and accessories 107 104 
Textile trade 615 635 
Leather and fur trade 151 165 
Metal trade 1,085 1,136 
Cleaning, Gipuzkoa 175 200 
Petrol stations 72 74 
Fruit wholesalers  23 
Sundry items 10 13 
 
At 31 December 2002, the Entity records members’ funds totalling € 237.16 million, 
representing a 30.50% increase compared with the previous year, and a net surplus of 
€ 6.8 million. Members’ funds consist of 25,069,663.810571 shares with a unit value of 
€ 9.459954.  
 
For the third year running, financial markets and therefore Geroa’s investments 
performed particularly badly. Despite initial forecasts indicating an economic recovery, 
the expected growth did not take place in 2002. Stock markets were impacted by a 
decline in business profits and, in particular, by other uncertainties including the 
insolvency of leading US industrial companies (Enron and Worldcom) and the 
possibility of similar cases being discovered in other companies and countries, the 
situation in Iraq, which has not been resolved following a war and, finally, the economic 
trends in certain South American countries, particularly Brazil. All these factors have 
led to a generalised pessimism that has been reflected by international stock indices: 

 
Eurostoxx: -37.30% 
Nasdaq: -21.05%  
Dow Jones: -16.76% 
Ibex 35: -28.11% 



 
The decline described above has forced central banks, particularly the US Federal 
Reserve, to make further interest rate cuts, down to 1.25% in the US and 2.75% in 
Europe, despite rising oil prices and negative actual interest rates throughout the year. 

 
Against this background of uncertainty and pessimism, the interest-rate cuts have only 
favoured the markets for government securities, spreads on private issues with respect 
to government issues having widened for the first time, causing fears of bankruptcies 
affecting companies operating in the same sector in September. Fortunately, the 
scenario improved somewhat in the final quarter of the year and fears subsided, 
although the risk premium on private fixed income remains high. Consequently, 
Geroa’s management has pursued more conservative policies in response to events 
and the generalised pessimism, so as to protect the Entity’s assets. The relative 
significant of equity investments has therefore declined and that of short-term 
government securities has increased. At the 2002 year end, 89.21% of the Entity’s 
assets are invested in fixed income, resulting in an annual yield of 3.3% despite the 
poor performance of financial markets. Since the Entity commenced operating, assets 
have increased in value by a compound 6.84%.  

 
Approximately 2.29% of equity investments relate to Spanish stock markets. 
Investments in international equity are managed by the companies Morgan Stanley, 
Credit Agricole, Credit Suisse and the Entity’s own management company, accounting 
for 3.57% of the investment portfolio at the year end. Shareholdings in guaranteed and 
structured investment funds represent 1.44% of the portfolio. Finally, the Entity’s direct 
investments account for 2.83% of the total.   
 
At the year end, the investment portfolio stands at € 238.77 million, including liquid 
assets. The Entity values the investment portfolio as indicated below: fixed-income 
securities are stated at acquisition price rather than at market price, while provisions 
are recorded for equity investments and currency positions if the market price or share 
price is lower than the acquisition price. Investments in unlisted companies are stated 
at acquisition cost, unless the company’s situation indicates that they should be 
recorded at their proportional book value.  
 
Operating expenses and depreciation charges for the year amount to € 1,103 million. 
The proportion of expenses assumed by the employees stands at 0.42% of average 
assets. The remaining current expenditure is offset by the interest generated on the 
amount recorded in the mutual fund. 



 
In 2002 1,175 benefits were caused, consisting of 569 retirement benefits, 277 total 
disability benefits, 152 absolute disability benefits, 4 major disability benefits, 141 death 
benefits, 13 wage arrears benefits and 19 benefits for occupational accidents resulting 
in the employee’s absolute disability or death. These benefits totalled € 6.5 million. 
 
Of the total death and disability benefits paid, 432 included additional coverage for a 
total amount of € 4.88 million, 292 were paid as a lump sum and 140 were paid as an 
annuity. The annuities were based on GRM/F- 95 actuarial tables and a technical 
interest rate of 4%. In this respect, commitments assumed totalled € 3.92 million, 
having been valued by Biharko, Consultoria de Fondos de Pensiones y Entidades de 
Previsión Social Voluntaria, S.A.      
 
 
SIGNIFICANT POST-BALANCE SHEET EVENTS
 
The reinsurance contract with the Federación de Entidades de Previsión de Euskadi 
covering the collection of risk benefits has been renewed with effect as from January 
2003. In the new period the policy covers 7.80% of the Entity’s total contributions. Ten 
percent of that cost is borne by GEROA. 
 
Specifically, an additional benefit (sum insured) was created in January 2001 for 
disability and death. It is calculated by multiplying the average contribution paid by the 
ordinary and corporate members and allocated to the member employee in the 
previous six months by the number of months remaining from the cause of the benefit 
to the employee’s 65th birthday. Ten percent of total contributions made by members is 
deducted in order to cover this additional benefit. Ninety percent of the risk assumed in 
relation to the new benefits is reinsured.    
 
 
EVOLUTION AND OUTLOOK FOR 2003
 
In 2003 new economic sectors and companies operating in Guipúzcoa will come within 
the scope of the Entity’s activities, while the contribution rate will increase for some 
sectors. The remaining sectors will increase contributions as a result of upward 
adjustments to the calculation bases negotiated in the relevant collective or company 
agreements. 



 
The Entity’s investment structure will vary during the year, since fixed income is 
becoming less attractive, with interest rates of between 2.5% and 4%, while many 
companies currently show share prices with highly reasonable and attractive multiples 
and dividend yields above the return on fixed-income securities. After three years of 
poor results and the bursting of the technological bubble, we also expect financial 
markets to begin to improve and to discount an economic recovery as from the second 
half of 2003. Against this background, the Entity will tend to increase its equity 
positions to reach 18% of assets, or 2.5% in the case of equity investment funds, 
whether guaranteed or otherwise. Finally, provided conditions in the real economy 
make it advisable, the Entity will continue to increase direct investment positions 
through shareholdings in unlisted companies or any other mechanism that ensures 
support and encouragement for industrial activities in Gipuzkoa.  
  
Fixed income will continue to be the prime investment and will therefore represent the 
largest portion of our asset portfolio, though somewhat lower than in previous years. 
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