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EVOLUTION OF CONTRIBUTIONS 
 
Geroa Pentsioak, Entidad de Previsión Social Voluntaria (the Entity) was incorporated 
on 9 January 1996 by its founding members Asociación de Empresarios de Gipuzkoa 
(ADEGI) and the ELA, LAB, CCOO and UGT trade unions. The objective of the Entity 
is to provide complementary social welfare benefits on a sectorial basis, in accordance 
with collective labour agreements. 
 
No new sectors have been incorporated during 2006. However, one new non-sector 
company, Casino Kursaal, has been admitted. Five sectors, Iron and Steel, 
Construction, Service Stations, Catering, Entertainment and Sports, and Fruit 
Wholesalers have increased their contributions by between 0.25% and 0.50%.  
Likewise, nine companies which are not adhered to any collective labour agreement in 
Gipuzkoa, Federación de EPSV de Euskadi, Gureserbi, S.L., Aspace, Aspace 
Viviendas y Residencias, ITV Gipuzkoa, Zahor, Savera, Cementos Rezola and Grupo 
Herribús, have increased their contributions by between 0.50% and 1.00%. 
 
The contribution percentages are different for each sector, but are linked to the 
contribution base for common workers’ contingencies. The following percentages were 
applied during the year: 
 

SECTOR % TOTAL CONTRIBUTION IN 2006 
Iron and Steel  4.00%  
Ceramic 3.50% 
Timber 2.00% 
Freight 3.00%  
Bakeries 1.20%  
Glass 3.50%  
Construction 3.30%  
Paper and Cardboard 1.20% 
Furniture and Auxiliary 1.00% 
Textile 1.60% 
Fur/leather 1.60%  
Metal 2.00%  
Gipuzkoa Cleaning Sector 2.50% 
Service Stations 3.50% 
Fruit Wholesalers 1.75% 
Road Haulage 1.50% 
Catering, Entertainment and Sports 1.00% 

 



Total gross contributions at 31 December 2006 amounted to Euros 79.04 million, which 
represents growth of 17.50% compared to the prior year. Of the total contributions 
received, Euros 7.90 million was used to cover risk benefits deriving from disability and 
death, which may be broken down into an external reinsurance policy of Euros 4.42 
million, a direct risk provision of Euros 1.04 million and a surplus for the year of Euros 
2.44 million, of which Euros 1.15 million was taken to income in respect of a provision 
surplus. 
 
In order to avoid provision surpluses, the Entity’s governing board decided in prior 
years to quantify the risks associated with life annuities and limited the corresponding 
provision to 25% of commitments acquired. The related charge therefore amounted to 
Euros 1.29 million, thus bringing the total provision to Euros 4.89 million. This amount 
completes the composition of the surplus mentioned in the previous paragraph. 
 
At the closing date, 140,032 ordinary members had made contributions, which is 2.97% 
up on the prior year. Details by sector are as follows: 
 

SECTOR 2005 2006 
Iron and Steel  71,102 72,994 
Ceramic 380 385 
Timber 3,078 3,183 
Freight 803 744 
Bakeries 2,234 2,560 
Glass 408 414 
Construction 17,021 17,275 
Paper and Cardboard 1,988 1,828 
Furniture and Auxiliary 1,824 1,809 
Textile 3,521 3,892 
Fur/leather 696 803 
Metal 8,363 8,611 
Gipuzkoa Cleaning Sector 11,131 10,939 
Service Stations 894 906 
Fruit Wholesalers 160 170 
Road Haulage 6,490 6,988 
Catering, Entertainment and Sports 1,868 2,277 
Sundry 4,030 4,254 
TOTALS 135,991 140,032 
 



The number of contributing members totals 9,789 companies, which is 2.75% up on the 
prior year. Details by sector are as follows: 
 

SECTOR 2005 2006 
Iron and Steel  3,566 3,607 
Ceramic 13 13 
Timber 495 489 
Freight 71 70 
Bakeries 193 207 
Glass 44 47 
Construction 1,570 1,620 
Paper and Cardboard 28 27 
Furniture and Auxiliary 88 87 
Textile 695 717 
Fur/leather 154 157 
Metal 1,171 1,189 
Gipuzkoa Cleaning Sector 255 258 
Service Stations 70 73 
Fruit Wholesalers 30 32 
Road Haulage 924 1,014 
Catering, Entertainment and Sports 125 145 
Sundry 35 37 
TOTALS 9,527 9,789 
 
 
SITUATION OF THE ENTITY 

At 31 December 2006 unit-related equity amounted to Euros 590.55 million (excluding 
the members’ fund and voluntary provisions covering variations in life annuity 
commitments), which is 21.40% up on the prior year, and the Entity generated a net 
surplus of Euros 37.66 million, exclusive of Euros 1.33 million relating to unrealised 
gains. Equity is comprised of 45,650,942.267784 units of Euros 12.936149 each. 
 
With regard to financial markets, 2006 has been an event-filled year. Political and 
military strife in the Middle East, a significant downturn in the economic outlook in the 
U.S. and volatile oil prices have not managed to seriously undermine investor 
confidence. Only the fear of an excessive interest rate hike by the U.S. Federal 
Reserve caused a certain backward movement in the market in May. However, after 
the Federal Reserve showed a more moderate outlook, the variable income market 
commenced a strong upward trend in the second half of the year. The performance of 
the main markets has been more than acceptable, particularly the Spanish market 
(IBEX-35: +31.79%), followed by the remaining European markets (Eurostoxx: 
+15.11%) and the United States, whose markets saw rises of 16.28% in the Dow 
Jones and 6.79% in the Nasdaq 100. On a negative note, the Japanese market was 
the most disappointing, as despite closing the year in positive figures (Topix: +1.90%), 
overall performance was considerably lower than expected (all performance figures 
expressed in local currencies). 
 



As for the fixed income market, one of the factors that has held the attention of 
investors, and will continue to do so, is the evolution of the monetary policy of the main 
central banks. During the first half of 2006 monetary policy was a source of instability, 
with investors fearing belligerent attitudes to growth and inflation that could push 
interest rates up to the extent of affecting economic activity. In the end, this has not 
occurred, as the main central banks have either stopped raising interest rates before 
reaching that extreme, as is the case of the Federal Reserve, which has not raised 
rates since August, or have done so more moderately, as is the case of the European 
Central Bank and the Bank of Japan. This normalisation of interest rate increases on 
the part of the main central banks has caused rate curves to rise, especially in the short 
term, which has had a negative effect on prices. This movement has prevented fixed 
income markets from performing in excess of inflation, except in the case of the U.S. 
market, which reached performance levels of 3% in dollars. 
 
Within the context of fixed and variable income markets, note should be made of the 
favourable evolution of the Euro against the Dollar and, particularly, the Yen. 
 
On a macroeconomic scale, the slowing down of the real estate market gave rise to an 
economic downturn in the United States in the last part of the year, which was largely 
offset by growth in the remaining economies. Profits recorded by companies in both 
developed and emerging markets are at historic highs, exceeding expectations despite 
continuous rises in raw material prices and energy costs. This has meant that these 
companies continue to be attractive investments in spite of rising stock market prices. 
 
Geroa’s team of investment fund managers has adapted its portfolio on the basis of 
new contributions, fixed income yields and stock and exchange market trends. While 
investments in variable income have risen somewhat, maintaining geographical 
diversity, the poor performance of bonds has led to a decrease in fixed income 
investments in favour of other securities with lower correlation to market performance, 
such as alternative funds, real estate products and direct investments. 
 
At the end of 2006, 67.02% of the Entity’s equity consists of fixed income securities, 
25.36% relates to variable income investments, 0.64% to real estate investments, 
channelled through investment funds, 1.63% to investments in alternative funds, 3.55% 
relate to fixed income assets that have been designed with variable income assets and, 
lastly, 1.80% relates to direct investment. The annual return on investments was 
7.21%, which translates into a compound revaluation rate of 7.31% since the Entity 
initiated its activities. 
 
Approximately 2.09% of investments in shares relate to the Spanish stock market. 
International shares are managed by Morgan Stanley, Credit Agricole, Nordkapp and 
the Entity’s own investment fund managers, and at year end make up 14.40% of the 
investment portfolio. Variable income investment fund units account for 8.87%. The 
Entity has also slightly increased its level of direct investments, which currently stands 
at 1.80%. 
 
The investment portfolio at year end amounts to Euros 602.75 million, which includes 
liquidity and unrecorded underlying variable income gains. The criteria used to value 
the Entity’s investment portfolio is as follows: 
 
With the exception of underwriting risk, fixed income securities are stated at cost, not 
market value. If these securities are in currencies other than the Euro, they are stated 
at market value. 

 



Variable income securities, including venture capital companies and funds, are stated 
at average acquisition price or market value, if lower, including the foreign currency 
effect if not stated in Euros. 
 
Foreign currency positions, whether cash or forward operations, are stated at market 
price. 
 
Orza AIE is stated at the underlying net book value of the Entity, although its 
subsidiaries are stated at cost of acquisition. 
 
At its meeting held in December 2006, the Entity’s governing board approved the 
Declaration of Investment Principles with a view to delimiting the individual and joint 
percentages of the different assets that comprise the Entity’s investment portfolio, thus 
reducing risk and setting a permanent goal of preserving capital. 
 
Operating and depreciation and amortisation costs for the year amounted to Euros 1.62 
million. Costs assumed by workers totalled 0.24% of average equity, while remaining 
overheads were offset by interest generated on the members’ fund. 
 
 
EVOLUTION OF BENEFITS 
 
Throughout 2006, 1,802 benefits were paid, comprising 1,009 for retirement, 362 for 
total disability, 179 for absolute disability, 11 for outstanding disability, 179 for death, 47 
for delays and 15 in respect of occupational accidents resulting in the absolute 
disability, outstanding disability or death of a worker. Total benefits paid or committed 
during the year amounted to Euros 13.35 million. 
 
Of the total benefits paid or committed for disability and death, 532 were made with 
additional coverage, amounting to Euros 7.91 million, 294 were paid in the form of 
capital, while the remaining 238 were disbursed as life annuities and financial income. 
At 31 December 2006 the number of current life annuities and financial income 
payments totalled 989 and 12, respectively. 
 
The actuarial tables used to calculate these life annuity payments were GRM/F-95, with 
a technical interest rate of 4%. The corresponding commitments were appraised by 
Biharko, Consultoría de Fondos de Pensiones y Entidades de Previsión Social 
Voluntaria, S.A. and amount to Euros 19.27 million, without taking into account the 
revaluation of Euros 0.39 million to be made in 2007. 
 
 
SIGNIFICANT SUBSEQUENT EVENTS
 
The reinsurance contract with Federación de Entidades de Previsión de Euskadi 
(Basque Federation of Voluntary Social Welfare Entities) was renewed with effect as of 
January 2007 to insure the collection of risk benefits. The policy for the new year 
covers 6.90% of the Entity’s total contributions, of which Geroa assumes 30% of the 
cost. 
 
With effect as of January 2007, life annuity benefits will be revalued by 2.04% as a 
result of the Entity’s surplus and the agreements reached by its governing board and 
general assembly. 
 
 
 



OUTLOOK FOR 2007
 
The Entity intends to incorporate new companies from the Gipuzkoa economy in 2007, 
while certain sectors will increase their contributions. Contributions from the remaining 
sectors will rise due to the revisions in the contribution base negotiated in their 
respective collective labour or company agreements. 
 
The Entity’s investment structure will continue to be similar to that of the prior year, 
although more focus will be placed on three areas: alternative funds, real estate 
products and venture capital. Variable income will account for no more than 30% of 
total equity managed and fixed income will continue to comprise the principal source of 
investment and, therefore, the highest percentage of equity. 

Our outlook for the coming year, supported by numerous financial entities, shows a 
scenario of moderate global growth, a maintained high level of liquidity, monetary 
policies nearing the end of the upward trend cycle, profit growth expectations lower 
than in prior years and an appropriate valuation of shares. It is likely that larger 
companies will achieve better yields than medium-sized and low capital entities. As 
regards fixed income, it will be necessary to wait at least until the second half of the 
year to accumulate long positions and, lastly, the Dollar is expected to gain ground on 
the Euro. 
 


