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GEROA PENTSIOAK, ENTIDAD DE PREVISIÓN SOCIAL VOLUNTARIA 

ADMINISTRATORS’ REPORT 2010 
 
GEROA PENTSIOAK Entidad de Previsión Social Voluntaria (hereinafter 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 statutory activity of the 
Entity is to provide supplementary social welfare benefits to workers in the different sectors 
covered by the Entity or to their beneficiaries, in accordance with collective labour agreements 
and on an efficient, long-term basis. 
 
CONTRIBUTIONS AND NUMBER OF MEMBERS 
 
In 2010, only one of the 19 sectors covered, Fruit Wholesalers, increased its contribution in 
percentage terms, raising it from 2.50% to 3.00%, while contribution levels for the other sectors 
remained unchanged. 
 
Additionally, two companies not covered by any collective labour agreement in Gipuzkoa 
increased their percentage contribution. Specifically, Kateak Lantegiak raised its contribution to 
4.00% from 3.50%, while Manufacturas Oria’s rose from 3.80% to 4.60%. 
 
Furthermore, a new sector, Public Sports Facilities, has joined the Entity with a 1% contribution. 
 
The contribution percentages are different for each sector, but they are linked to the contribution 
base for common workers’ contingencies. The following percentages were applied in 2010: 
 

SECTOR 
% DE APORTACION EN 2010 

2010 CONTRIBUTION % 
Metal / Metal 4,60% 

Cerámica / Ceramic 3,50% 

Madera / Timber 2,00% 

Transitarios / Freight 3,00% 

Panaderías / Bakeries 1,20% 

Vidrio / Glass 3,50% 

Construcción / Construction 4,00% 

Papel / Paper 1,20% 

Mueble / Furniture 1,00% 

ComercioTextil / Textile 1,60% 

Comercio Piel / Fur - leather 1,60% 

Comercio Metal / Metal trade 2,00% 

Limpiezas / Cleaning 2,50% 

Estaciones de Servicio / Service Stations 4,00% 

Mayoristas de Frutas / Fruit Wholesalers 3,00% 

Tpte. Mcias por Crtra. / Road Haulage 1,50% 

Locales Espec. y Deportes / Catering, entertainment and sports 1,00% 

Oficinas y Despachos / Offices 0,40% 

Comercio General / General Trade 0,40% 

Inst. Polidep. Tit. Pública/ Public sport facilities 1,00% 

 
 
Total gross accrued contributions at 31 December 2010 amounted to Euros 89.05 million, a 
decline of 3.79% on the prior year attributable to the current economic downturn as a result of 
which numerous companies have gone out of business or are reducing their workforces. 



 2 

 
EVOLUCIÓN SECTORIAL DE APORTACIONES 

CONTRIBUTIONS BY SECTOR 

 
At the closing date, 123,165 ordinary members had paid contributions in at least one period of the 
year, representing a drop of 4.51% on the prior year. A monthly breakdown by sector and number 
of members is shown below: 

 
EVOLUCIÓN MENSUAL DE TRABAJADORES 
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At the closing date, 11,702 contributing members (companies) had made contributions in at least 
one period of the year, a drop of 3.36% on the prior year. A monthly breakdown by sector and 
number of companies is shown below: 
 

EVOLUCIÓN MENSUAL DE EMPRESAS 
COMPANIES PER MONTH 
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EQUITY SITUATION OF THE ENTITY 
 
At 31 December 2010 unit-related equity amounted to Euros 970 million (excluding the members’ 
fund of Euros 15.91 million and provisions of Euros 15.99 million for possible changes in life 
annuity commitments), which is an increase of 11.13% on the prior year. The Entity generated a 
net surplus of Euros 32.14 million. The Entity’s equity is represented by 66,728,748.105866 units 
of Euros 14.541151 each. 
 

EVOLUCIÓN DEL PATRIMONIO 
EQUITY 
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EVOLUCIÓN DEL VALOR DE LA PARTICIPACION 
NET ASSET VALUE 
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FINANCIAL MARKET REVIEW 
 
After the global recession of 2009, the world economies embarked on the road to recovery in 
2010. However, the recovery is not materialising at the same rate in every region: whereas 
emerging countries from regions such as Asia or Latin America are following a patently upward 
trend, the Western economies, particularly several European countries, are recovering at a more 
moderate pace. 
 
European sovereign debt has experienced its biggest crisis to date, a crisis that had its origin in 
the expansive government spending policies implemented in 2009, which resulted in widespread 
deficit growth. The markets have called into question the ability of some of the peripheral 
European countries to reverse their fiscal erosion, and the credit rating agencies have 
downgraded their sovereign debt ratings for these economies. 
 
Following the outbreak of the debt crisis in Greece, a period of financial instability in the euro area 
followed that was characterised by sharp surges in volatility, an increase in risk aversion, 
significant punishment to the peripheral public debt markets, stock market declines and significant 
depreciation of the euro. 
 
One of the first consequences of this crisis was to create awareness of the need to find a solution 
to a problem that was European in scope. In May, therefore, the European authorities took steps 
to safeguard financial stability in the region, creating financial instruments to afford distressed 
countries greater access to the capital markets, and the ECB once more injected liquidity into the 
system, initiating a public and private debt purchase programme that has subsequently been 
stepped down. 
 
The situation was not helped by doubts about economic recovery in the United States, where 
concern about feeble demand continues to be widespread, the job market is still weak, and 
households continue to reduce their indebtedness. Foremost among the measures taken is the 
monetary stimulus package adopted by the Federal Reserve to counteract weak economic growth 
and low inflation (Quantitative Easing II). 
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CURRENCY MARKETS 
 
Doubts regarding the solvency of the peripheral European countries have severely undermined 
the euro over the past year, during which the dollar appreciated by 7.22% against the euro, while 
the yen, Swiss franc and pound Sterling gained 23.03%, 18.82% and 3.52%, respectively. 
 
Uncertainty about the euro coincided with the so-called “currency war”. The US struggled to keep 
the dollar at a level that was attractive for exports, and although the government of China 
announced a policy aimed at allowing greater exchange-rate flexibility, the yuan remained 
undervalued. China, however, accused the US of keeping the dollar low with the Fed’s securities 
purchase programme. 
 
EQUITY MARKETS 
 
The debt crisis among countries on the periphery and tensions in the currency markets cast 
gloom amid solid corporate earnings and good GDP figures, and investors have been very 
selective. This explains why they have fled from countries with deficit problems, focusing on 
regions where the economic recovery is more robust. 
 
Almost all of the European indices performed poorly: the Eurostoxx 50 fell by 5.8%, the French 
CAC lost 3.32%, Italy’s MIB slid 13.32%, the Ibex dropped 17.4% and only Germany (+16.06%) 
and the Netherlands (+5.80%), where industrial stocks are predominant, registered gains. 
 
COMMODITIES MARKETS 
 
Growing demand for commodities stemming from the growth of the emerging countries, together 
with speculation on the financial markets by investors who consider commodities a safe haven, 
have led to a surge in both agricultural and industrial commodity prices. 
 
INVESTMENT PORTFOLIO PERFORMANCE 
 
The team of investment fund managers of GEROA PENTSIOAK EPSV have adjusted the Entity’s 
portfolio based on new contributions, bond yields, stock market performance and exchange-rate 
trends. 
 
The Entity’s primary objective in 2010 was to preserve capital. Accordingly, the majority of the 
portfolio was held in the form of fixed income. In keeping with this criterion, the percentage of 
investment in equities remained low. 
 
The annual net return was 3.59%, reflecting a compound rate of return since inception of the 
Entity of 6.12%. The performance goal of the Entity was to outperform inflation, which was 3.00% 
for 2010. Broken down by type of asset, the return on equities was 2.95%, that on fixed income 
was 2.37%, investment funds yielded 15.34% and direct investment 0.90%. 
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The breakdown of the investment portfolio at 31 December 2010 is shown below: 
 

DIVERSIFICACIÓN DE LA CARTERA 
PORTFOLIO BREAKDOWN 

 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
Investment in variable income comprised 6.97% in shares, 6.83% in investment funds, 6.49% in 
futures, and 0.81% in dual investments. 
 
The Entity has 2.37% of its portfolio invested in ORZA AIE, which is 50% owned by GEROA 
PENTSIOAK EPSV, and which was set up to channel investments in Basque companies. In 2010 
ORZA made investments in three companies, Iline Microsystems, Likuid Nanotek and Angulas 
Aguinaga, for a total of Euros 23.35 million. 
 
The investment portfolio at year ended stood at Euros 965.77 million, including liquidity but not 
accrued interest. 
 
The investment portfolio of the Entity is stated at fair value, with the exception of fixed income, 
which at the end of the year amounted to 5.56% of the portfolio. 
 
ORZA AIE is stated at cost, minus valuation allowances, plus undistributed materialised capital 
gains. 
 
Operating expenses and depreciation and amortisation costs for the year amounted to Euros 2.02 
million. Costs borne by the workers amounted to 0.22% of average equity assets under 
management. Implicit commissions on investments in collective investment undertakings and 
venture capital entities totalled 0.17% of average equity assets under management. 
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EVOLUCIÓN DE LA RENTABILIDAD 
RATES OS RETURN 
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BENEFITS AND BENEFICIARIES 
 
Benefits in 2010 included 1,167 retirement benefit payments, 304 for total disability, 169 for 
permanent disability, 9 for severe disability, 168 for death, 72 for back payments, and 3 in respect 
of occupational accidents. In addition, 952 transfers were retirement related, 52 transfers were for 
total disability and 28 were for absolute disability. 
 
Furthermore, 80 non-paying members were transferred to other entities. 
 
Total benefits paid during the year amounted to Euros 23.32 million, with a further Euros 6.30 
million commitments in annuities in the same period. 
 
Of the total benefit payments or commitments for disability and death, 424 required additional 
coverage of Euros 9.36 million, 238 were paid in the form of capital, and the remaining 186 were 
disbursed as life annuities or financial income. At 31 December, the number of life annuities and 
financial income payments in force was 1,796 and 30, respectively. 
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In December 2002 the Entity’s governing board decided to create an allowance for risks 
associated with life annuities, setting the maximum provision at 25% of commitments. The related 
charge in 2010 was Euros 2.04 million, with the total provision amounting to Euros 10.91 million. 
 
The GRM/F 95 actuarial tables used to calculate these life annuity payments were changed to 
PER 2000 in 2010, and the technical interest rate was lowered from 4% to 3.5%. Furthermore, the 
calculation now includes commitments arising from the inclusion of a new temporary life annuity 
insurance that provides coverage over 6 years, and an increase in the widow or widower’s 
percentage of entitlement from 50% to 60%. 
 
Commitments in this area amounted to Euros 43.61 million, according to the appraisal made by 
Biharko, Consultoría de Fondos de Pensiones y Entidades de Previsión Social Voluntaria, S.A. 
Commitments relating to financial income in 2010 totalled Euros 0.38 million. 
 
The number of beneficiaries, defined as persons who collect an annuity as a result of the death of 
a policyholder, was 425 at 31 December 2010. 
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AMENDMENTS TO THE ENTITY’S ARTICLES OF ASSOCIATION AND REGULATIONS 
 
The ordinary assembly of members held on 16 April 2010 approved an amendment to the Entity’s 
regulations. 
 
The main changes made were as follows: 
 
- Increase from 50% to 60% in the widow/widowers’ percentage of entitlement following the death 
of a member who was a life annuity beneficiary. 
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- Inclusion of temporary insurance over a six-year period on life annuities at a declining rate of 
coverage (60%, 50%, 40%, 30%, 20%, 10%) of the statistical provision, in the event of the death 
of the member, to be paid to beneficiaries of unmarried members or of married members whose 
spouses are deceased. 
 
The amended articles are as follows: 
 
- Article 9.C.3.6.- Death following a disability claim 
- Article 9.D.1.- Documentation 
- Article 9.3.- Widows/widowers’ entitlement 
- Article 9.4. – Temporary insurance on life annuities 
- Article 10.4.- Payment method 
- Article 11.1.- Actuarial parameters used to calculate life annuities of full or ordinary members 
 
Article 17 of the Entity’s articles of association was also modified. 
 
INCORPORATIONS, WITHDRAWALS AND TRANSFERS 
 
As mentioned previously, a new sector, Public Sports Facilities, joined the Entity in 2010. 
 
There were also 1,032 withdrawals for contingencies and 80 due to non-payment. Four incoming 
transfers took place. 
 
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 2011 to 
insure collection of risk benefits. The policy for this year remains unchanged at 6.00% of the 
Entity’s total contributions, of which GEROA PENTSIOAK EPSV bears 50% of the cost. 
 
PERFORMANCE AND OUTLOOK FOR 2011 
 
Various encouraging signs that began to emerge in 2010 should be borne out in 2011: 
 

- Growth: global GDP grew by approximately 5% in 2010. We expect the more sluggish 
economies to be influenced by the performance of other countries and to thus exhibit higher 
rates of growth. 
 
- Despite slight increases that might take place in the latter part of the year, interest rates will 
remain low. 

 
The adjustments that have been effected by some countries are expected to allow a reduction in 
risk premiums. 
 
In the near term, inflation may increase across the board due to increases in the prices of 
commodities. 
 
We will not be witnessing a recovery in the job market until the end of the year. 
 
Stock markets in developed countries should see greater support. 
 

 


