
GEROA PENTSIOAK, ENTIDAD DE PREVISIÓN SOCIAL VOLUNTARIA  

BUSINESS DEVELOPMENT AND THE COMPANY’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.  

During 2003 two new sectors involved in activities in Guipúzcoa were covered: Road 
transport of goods and Entertainment and Sports venues, and five new companies 
became customers, ITV de Guipúzcoa, Lagun Izpi SL, Atención Sanitaria de la Tercera 
Edad, Itesa Producción and Katea Lantegiak SL. Four industrial sectors, Ceramics,  
Glass, Cleaning and Petrol Stations, increased their contribution levels between 0.50% 
and 1.00%. Two companies, which are not covered by collective agreements in 
Guipúzkoa; Radio Popular increased their percentages by 0.50% and 0.66% respectively.  

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 2003  
Iron and steel  3.50% 
Ceramics  3.50% 
Timber  2.00% 
Forwarding agents  3.00% 
Bakeries  1.20% 
Glass  3.50% 
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  1.50% 
Petrol stations  2.00% 
Fruit wholesalers  1.00% 
Transport of goods  1.00% 
Entertainment and sports 
premises  0.50% 

 
Total gross contributions as at 31 December 2003 stand at € 58.27 million, 
representing a growth of 6.68% on the previous year. Of total contributions 
received, € 5.82 million was transferred to risk provisions for disability and death 
benefit. This figure breaks down into an external reinsurance policy (€ 4.09 
million), a provision for direct risks (€ 0.45 million) and the surplus for the year (€ 
1.28 million). In order to avoid overprovision, last year the Entity’s governing body 
decided to quantify risks relating to lifetime annuities and calculated a maximum 
provision of 25% of these commitments. In this connection, the contribution in this 
respect amounted to €0.70 million, and the total provision recorded € 1.67 million. 
The surplus of € 0.50 million was taken to results for the year.  



At the year end, a total of 129,489 ordinary member employees have made 
contributions, as analysed below by sector and company:  

SECTORS  2002 2003  
Iron and steel  70,299 70,605  
Ceramics  610 478  
Timber  3,175 3,260  
Forwarding agents  673 721  
Bakeries  2,031 2,159  
Glass  365 363  
Construction  16,676 16,527  
Paper and cardboard  1,870 1,855  
Furniture and accessories  2,077 1,849  
Textile trade  2,848 3,130  
Leather and fur trade  687 674  
Metal trade  7,841 7,942  
Cleaning, Gipuzkoa  8,876 10,065  
Petrol stations  802 784  
Fruit wholesalers  126 152  
Transport of goods  5,160  
Entertainment and sports 
premises  1,255  

Sundry items  1,583 2,510  
 
A total of 9,072 corporate member companies have made contributions, as 
analysed below by sector and company:  

SECTORS  2002 2003  
Iron and steel  3,491 3,500  
Ceramics  12 11  
Timber  522 499  
Forwarding agents  68 70  
Bakeries  159 178  
Glass  42 46  
Construction  1,453 1,504  
Paper and cardboard  28 27  
Furniture and accessories  104 100  
Textile trade  635 663  
Leather and fur trade  165 150  
Metal trade  1,136 1,142  
Cleaning, Gipuzkoa  200 223  
Petrol stations  74 73  
Fruit wholesalers  23 25  
Transport of goods  744  
Entertainment and sports 
premises  93  

Sundry items  13 24  
 
 
 



At 31 December 2003, the Entity records members’ funds totalling € 312.78 million, 
representing a 31.88% increase compared with the previous year, and a net surplus of € 
24.52 million. Members’ funds consist of 30,281,333.055921 shares with a unit value of € 
10.329133.  
One of the notable matters occurring this year was the € 4 million increase 
recorded by the Entity’s Mutual Fund, which reflected a total balance of € 15.6 
million, and that makes GEROA EPSV one of the largest entities of its kind in 
Euskadi.  

After three negative years, this year financial markets, and therefore Geroa’s 
investments, have improved. Despite the initial projections that the economic 
situation was going to stagnate, growth exceeded expectations in 2003. As from 
April, stock markets have reflected improving corporate profits but, especially, the 
reduced level of geopolitical risks and other uncertainties that were present last 
year. These factors have led to very positive development that has been reflected 
by international stock indices:  
 

Eurostoxx: 15.68% 
CAC:  16.12% 
Nasdaq: 49.12% 
S&P:  26.38% 
Ibex35  :28.17% 
 

In terms of fixed-income securities markets, Central Banks have maintained 
relaxed interest rates in an attempt to consolidate incipient growth on a world-wide 
level. In June the US Federal Reserve decided to reduce interest rates to 1%, and 
in Europe the Central bank set rates at 2%.  

In this context, the lowering of interest rates favoured government debt and credit 
markets, thereby giving rise to a significant reduction in differentials affecting 
private issuers over the entire year. Thus, this year Geroa’s management was 
changed this year and equity positions were increased as from April 2003 and 
fixed-income holdings, especially long-term, were reduced. The Entity’s net worth 
at the end of 2003, mainly consisting of fixed-income securities (81.97%), 
increased equity holdings by 15.85%, more than double the figure at the end of 
last year. Annual yields totalled 9.18%, which represents a compounded 
revaluation of 7.13% since the Entity’s beginnings.   

Approximately 2.56% of equity investments relate to Spanish stock markets. 
Investments in international equity are managed by the companies Morgan 
Stanley, Credit Agricole and the Entity’s own management company, accounting 
for 9.38% of the investment portfolio at the year end. Shareholdings in equity 
investment funds, guaranteed, or structured in some cases, represent 3.91% of 
investments. Finally, the Entity maintains its position with respect to direct 
investments, which remains at 2.18%, as it acquired a new stake in the company 
PREVIFOR.    

At the year end, the investment portfolio stands at € 323.04 million, including liquid 
assets and unrecorded latent capital gains on equity investments. 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 € 0.82 
million. The proportion of expenses assumed by the employees stands at 0.30% 
of average assets. The remaining current expenditure is offset by the interest 
generated on the amount recorded in the mutual fund.  
In 2003 1,325 benefits were caused, consisting of 649 retirement benefits, 333 
total disability benefits, 144 absolute disability benefits, 8 major disability benefits, 
153 death benefits, 19 wage arrears benefits and 19 benefits for occupational 
accidents resulting in the employee’s absolute disability or death. These benefits 
totalled € 7.89 million.  

Of the total death and disability benefits paid, 486 included additional coverage for 
a total amount of € 5.70 million, 337 were paid as a lump sum and 149 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 € 6.73 
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 2004. In the new 
period the policy covers 7.70% of the Entity’s total contributions. Ten percent of that cost is 
borne by GEROA.  

For the first time and since January 2004, due to a Resolution adopted by the Entity’s 
Governing Body, benefits received as lifetime annuities were revalued by 3.5%, as a result of 
the Resolutions adopted and based on the yields obtained by the Entity.  

 
EVOLUTION AND OUTLOOK FOR 2004 

In 2004 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 2.0% and 4%, while many companies still show 
share prices with highly reasonable and attractive multiples and dividend yields above the 
return on fixed-income securities. In this context, the Entity will, over the course of the coming 
year, progressively increase its equity positions to represent 30% of its net worth, and 
increase its exposure in the United States and Asia. 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 Guipuzkoa.   

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.  


