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Dear Shareholders

2002 was not an easy year. It was characterised by the slow recovery of the world economy,
high levels of uncertainty and big falls on stock markets. Fortunately, we have been able to come
through these difficulties successfully. 

Although there was a major slowdown in the aeronautics industry, 2002 was a year of steady
progress for Gamesa in wind power. This industry has grown considerably all over the world, and
total installed capacity now stands at 32,037 MW,  up by 33.2% over the past 5 years. In the last
financial year the capacity installed was 7,227 MW. Of that total 6,163 MW (85.3%) was installed in
Europe.

In 2002, Gamesa rose to fourth place in the world ranking of wind turbine manufacturers, with
a market share of close to 12%. The company also became one of the main promoters of wind
farms, and continued to be one of the most experienced erectors and maintainers of wind farms on
the international market. Gamesa as a whole is now a reference point in the world of renewable
energy, especially wind power. 2002 also saw the incorporation of a highly valuable new activity for
Gamesa: sale of wind farms to electrical utility companies. 

Gamesa ended 2002 with a consolidated net profit of 136 million euros, up 11.8% on the figure
for 2001. Its consolidated EBITDA grew by 37% to 281 million euro. Consolidated turnover rose by
48% on the previous year to 1096 million euro. The number of jobs created by the company is also
worthy of note: Gamesa’s average work-force increased by 187 (4%) to 4944 employees at the end
of 2002. 

In  March of the previous year Gamesa announced an agreement with Turbo 2000 to set up a
new aeronautics group under the name Alerion, which it was intended to float on the stock
exchange within 12 months. By January 2002 it was clear that the expectations and interests of the
parties involved could not be met, and Gamesa, SEPI (State-owned Company for Industrial
Holdings) and Sener, the shareholders of Turbo 2000, decided not to go ahead with this project,
which would have brought together the aeronautics businesses of Industria de Turbopropulsores
(ITP) and Gamesa Aeronáutica.

We are convinced that we can continue to grow in the aeronautics industry in spite of these
difficulties. We believe that 2003 and 2004 will not be good years for this area of business, and that
recovery will not come until 2005. However, our strategic plan continues to envisage the floating on
the stock exchange of our aeronautics division. We are at a point where this division needs to grow,
and not only organically. There are not many manufacturers in this market and size is a key element
in consolidating our position. We intend to continue to emphasise this sector and seek to
consolidate our project, and for that we need to grow.

2003 promises to be another good year for the company. The forecasts reported to the CNMV
(Spanish Stock Exchange Commission) are for consolidated results for Gamesa with a net profit of

Cha i rman’s  Statement
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187 million euro (38% up), a 17% increase in EBITDA to 330 million euro and a turnover of
1,553,000,000 euro: 42% up on 2002. 

The future of our operations in renewable energy, where we hold a leading position, requires us
to internationalise. This step will open up huge opportunities for significant growth world-wide. 

Finally, it is important to stress that Gamesa intended not to distribute dividends, but rather to
dedicate its resources to funding the investments envisaged until operational cash flow surpluses
and investment in new projects permitted otherwise, as was announced on the company’s stock
exchange flotation. However, the cash-flow obtained from the sale of wind farms has led to Board
to propose that 30 million euro be distributed against reserves for financial year 2002. This
represents 0.37 euro per share.

Alfonso Basagoiti Zavala
Chairman
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In the context of a world economic
slowdown, Gamesa managed in 2002 not
only to meet the targets set in the
company’s strategic plan but actually to
perform better than forecast in areas such
as renewable energy. 

Sales of wind turbines increased by 26% in
2002, with 924 MW being supplied in the
year. This earned us an 11.8% share of the
world market. At the same time, Gamesa
signed major agreements with leading
electricity utilities which will ensure
significant growth in wind turbine sales in
the coming years. The biggest of these
agreement is with Iberdrola, and envisages
the sale of 1,100 MW. The  contract to
supply 188 MW to Italian firm Enel is the
company’s first international agreement. 

As a result of these and other operations,
Gamesa Eólica increased its turnover by
25% in 2002, its EBITDA by 28% and its net
profit by 33% over the figures for the
previous financial year. 

Gamesa Energía also consolidated its position as a leading promoter of wind farms, with 298
MW developed in a financial year that also saw the commencement of sales of wind farms as a
recurring business. The company signed agreements for the sale of 1438 MW, of which 178 MW
was supplied in 2002. This new activity has major advantages for Gamesa in terms of recurring
profits and the financial capabilities required to fund growth. It also facilitates the establishing of
framework purchase agreements with major promoters which offer security for the future. 

As a result of these operations, Gamesa Energía increased its turnover by 503% in the year, its
EBITDA by 247% and its net profit by 986%.

Gamesa Energía Servicios increased its turnover by 2%, its EBITDA by 4% and its net profit by
34%.

4

Bus iness Operat ions

Growing under wind power

Juan Ignacio López Gandásegui

Managing Director
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Although the aeronautics industry was one of the hardest hit all over the world, Gamesa
managed to meet the forecasts made for the year, thanks largely to the measures set in place
following the events of 11th September 2001 to adjust production structures to the difficult
circumstances which the market was undergoing.

Gamesa Aeronáutica stayed in profit, in spite of drops of 25% in turnover, 29% in EBITDA and
17% in net profit.

One of Gamesa’s strategic goals is still to create a large aeronautics group so that this area of
activity that has brought us such widespread international recognition can be floated on the
stock exchange.

As indicated above, the trend was positive in all areas of activity of Gamesa in financial year
2002. Overall, the consolidated P&L of Gamesa shows increases of 48% in turnover, 37% in
EBITDA and 118% in net profit.

Our forecasts include ambitious but realistic targets for internationalisation, and are solidly
based. One of the mainstays of our strategy is the wind power business, in which Gamesa
handles the full cycle of production and is one of the world’s leading companies.

I am convinced of the strength of Gamesa and of the commitment of its employees to meeting
the targets we have set and to improving customer service and shareholder profitability. We have
made Gamesa into a corporation that is integrated into the social environment in which it works,
and helps improve quality of life and create wealth. 

5
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STOCK EXCHANGE: Gamesa’s shares in 2002

Volatility is the word that best sums up the situation of the world’s stock markets in 2002. As a
company whose stocks are traded on those markets (as a member of the selective IBEX 35 index),
Gamesa experienced fluctuations in its share prices, due sometimes to internal and sometimes to
external causes.

Over the early months of the year share prices were significantly up from the end of 2001 at 15.40
euro per share, mainly due to expectation of growth and profitability arising from the strategic plan
launched after the break with Vestas in December 2001.

In March 2002, Gamesa announced an agreement with the Spanish company Turbo 2000 to set up
a large aeronautics group and float it on the stock market within 12 months. The market reacted
positively to this announcement.

In June the sale of the Treito wind farm to Iberdrola was announced. This transaction confirmed the
process of selling wind farms as a recurring business and a new strategy of Gamesa.

In August 2002 Vestas published a downward revision of its profit forecasts for the financial year
sparked by drops in the US market and technical problems in one of its products. This marked the
beginning of a major adjustment in expectations for growth on the part of investors which resulted
in a drop in share prices for all the companies in the industry.

In October Gamesa announced the signing of a framework agreement with Iberdrola for the sale of
982 MW of wind farms and a contract to supply 1100 MW of wind turbines for farms developed by
Iberdrola. The reporting of this operation sparked an increase in profit expectations for 2002 from
77 to 102 million euro. The news was well received by investors, who showed a preference for
Gamesa over its competitors.
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The final months of the year saw a great many corporate events. Gamesa revealed that a contract
had been signed for the supply of wind turbines to Italian firm ENEL in 2003, confirming the
international position of Gamesa Eólica. Reports also emerged of sales of wind farms in Italy and
Portugal to Belgian company Electrabel, and the cancellation of the Alerion project was confirmed
as a result of the low value of the aeronautics industry in the financial markets.

In the last few weeks of the year a 1% cut in the wind power rate in Spain for 2003 was reported,
and the Restrictive Practices Court announced that it was to look into Gamesa’s operations with
Iberdrola. This operation was subsequently approved in March 2003.

Gamesa’s shares closed the year 1,36% up at 15.62 €, while the overall IBEX 35 dropped by 28%
and the average share price of the other companies in the sector fell by 59%.

Stock market figures 2002 Gamesa’s share mix at 31/12/02

Equity capital (nº of shares) 81,099,968

Market capitalisation (euro) 1,265,970,500.00

Free Float (35.32%) (nº of shares) 28,612,068

Quoted share price (euro)
Maximum (18/03/02) 20.91 Euro

Minimum (24/09/02) 14.3 Euro
Average (of closing prices) 17.72 Euro
End of year 15.61 Euro

Profit (thousand Euro) 135,606

Return per share (Euro/share) 1.67 

PER (times) 9

Total volume traded (shares) 71,656,235

Average daily trading volume (shares) 286,624

Turnover of equity at end of year (%) 88.4%

% holding

Corporación IBV, S.A. 37.78 %

Nefinsa 21.29 %

Torneados Numéricos 3.93 %

Free Float 35.28 %

Treasury stock 1.72 %
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Renewable energy: Moving up all over the world

In 2002, Gamesa improved its position in the renewable energy source sector at home and abroad.
Gamesa Eólica worked intensely and greatly increased the MW sold. This enabled it to recover a
leading position on the international market and become the world’s fourth biggest wind turbine
manufacturer.

For its part Gamesa Energía maintained its position as one of Spain’s leading promoters of wind
farms. In 2002 it installed a total of 640 MW in 24 farms. Internationally, the company redoubled its
efforts to promote wind farms in the EU, Latin America, Australia and the USA, and purchased a
wind power company in this last country.

In the field of renewable energy, Gamesa Servicios Avanzados took part in major wind power
projects, involving the installation of wind turbines made by Gamesa Eólica and other manufacturers
at various farms in Spain and elsewhere in Europe.

In the field of photo-voltaic solar power, Gamesa Solar started up a solar panel plant in Aznalcóllar
(Andalusia) in November.
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Gamesa Eólica: 12% of the world wind turbine market

In 2002 Gamesa designed, manufactured, sold and installed wind turbines totalling 924 MW. This
figure is 26% up on sales in 2001. 

Gamesa Eólica installed a total 854 MW in 2002, 32% up on the 649 MW of the previous year, and
this brought its world market share up from 9.5% to around 12%, raising the company to fourth
place in the world ranking of wind turbine manufacturers. 

Gamesa Eólica confirmed its commitment to a world-wide market with the implementation of a
major international expansion plan based on setting up a sales network in Germany, the USA, Italy,
Greece, Portugal, France and Brazil, and on distribution agreements with local companies in
Australia (Transfield Pty Ltd) and Japan (Toshiba Engineering Corporation).

The most significant landmarks in this process of internationalisation were the signing of the biggest
contract to date with the company ENEL for the installation of 188 MW in Italy, and orders from
China and France for a further 25 MW.
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The most successful product in the company’s range was the G58-850 kW wind turbine, designed
entirely by the R&D Department of Gamesa Eólica, which accounted for 32% of sales in 2002.
Gamesa Eólica also entered the market for multi-megawatt machines with the development of ini-
tial prototypes for models G80-1.5 MW and G80-2.0 MW, and the first in-the-field erection of G80-
2.0 MW prototypes.

Erection work in the field set a new record of 155 wind turbines in a single month.

Gamesa Eólica continued to increase its in-house R&D and product design work. The most signifi-
cant landmarks at the R&D Department were the following:

■ The G52-850 kW wind turbine, which obtained the following certificates: ISO 9001,
Typenprüfung tower 74 m DIBt WZ II, FGW 103 dB(A) noise level, 103 dB(A) power curve and
IEC Type certificate (power curve, noise level, power quality and loads). The model was also
redesigned to reduce costs, an adapted version was produced for France and work was begun
on an adapted version for Italy.

■ The G58-850 kW wind turbine: development and approval, certification load monitoring and
obtaining of IEC IIIB design certificates, power curve, noise level and power quality. Design for
Vref = 43 m/s.

■ G80-2.0 MW wind turbine: Design and development of G80 rotor blade moulds, conceptual
design of reinforced frame and rotation system and energising of prototype.
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As part of its internationalisation plan, Gamesa Eólica incorporated RCC systems into its wind
turbines, and at the same time began developing variable speed and pitch turbines for 60 Hz and
weak grids in order to offer products adapted to the particular requirements of each foreign market. 

The main landmarks in products of this type were:

■ G52 RCC-800 kW wind turbine: design, manufacture and testing of the first control cabinet
and in-the-field erection of the first prototype.

■ G52 RD-850 kW wind turbine: commencement of manufacturing of control cabinets.

In in-house production, the major events in rotor blade manufacture were as follows:

■ Increased production capacity. Four new moulds for G58-850 kW blades and one for G80-
2.0 MW blades were installed in 2002. The built-on surface area of the Componentes Eólicos
Albacete plant was increased by 5500 m2 and the equipment and facilities required to
manufacture blades for 2.0 MW and larger turbines were installed. After this expansion the
plant’s short-term manufacturing capacity has been increased to 660 large blades per year.

■ Manufacture of the first 28-metre blades for the G58-850 kW turbine.

■ Increased production capacity at Estructuras Eólicas Miranda, where mould manufacturing was
split off and moved to a new plant set up by Gamesa Eólica in Imarcoain (Navarra).

GAMESA-Memoría-A ing  2/6/03 13:30  Página 11



12

Moving on to tower manufacturing, 2002 saw the completion of expansion work at Apoyos
Metálicos. The plant was expanded to make towers for the G80 wind turbine, involving the
manufacture of sections 30 metres in length and 60 tonnes in weight. Manufacturing of the first G80
tower sections began in June.

In nacelle assembly, the stand-out events are the first prototypes for the G80-2.0 MW and the G52
RCC-800 kW, both at Montajes Eólicos Tauste. The project was also drawn up for the construction
of a new nacelle assembly plant in Ágreda (province of Soria), which will have a production capacity
of 300 G80 model nacelles per year.

Concern for the quality of products and services remained a constant throughout the year. All
Gamesa Eólica’s plants supplemented their existing ISO 9002 quality certificates with ISO 9001
certificates, granted by Lloyd’s Register. All the company’s plants also obtained ISO 14001
certification. 2002 saw audits of the system for the prevention of risks in the workplace in all the
company’s areas of activity, culminating in the award of certificates by Audelco.

The implementation of a continuous improvement system based on working groups formed by
employees continued to be used in 2002. This system was initially set up in 2001 at the Fiberblade
plant in Alsasua, at Montajes Eólicos Tauste and in the Services Department of Gamesa Eólica, and
was extended in 2002 to Apoyos Metálicos, Montajes Eólicos Tauste, Componentes Eólicos
Albacete and Estructuras Eólicas Miranda.

2002 also saw the implementation of the PRISMA management and maintenance system and the
PDM system for the management of technical product information.

Gamesa Eólica also continued steadily to create jobs: the work-force rose from 1,110 in 2001 to
1,231 in 2002.
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Gamesa Energía: Favourable winds in Spain and elsewhere

In 2002 Gamesa Energía continued to promote, construct and operate wind farms in Spain and
abroad. Its market share in Spain rose to 13%.

On the international stage, the company concentrated its activities on the EU, the USA, Latin
America and Australia. Major landmarks in business abroad include entry into the US market
through the purchase of the US company Navitas Energy.

Another stand-out event of 2002 was the sale of wind farms to Iberdrola, which made the market
aware of the real value of this core business, and marked the start of a new activity for Gamesa:
the sale of wind farms as a recurring business.

National

During 2002 Gamesa Energía continued with its activities of promotion, construction and operation
of wind parks in Spain, where it has a share of 16% of the promotional market. In all 801 MW of
output capacity was installed, of which 298 MW came on line in 2002. The wind farms involved are
in the autonomous communities of Galicia, Aragón and Castilla-La Mancha.

Also in 2002 Gamesa Energía began construction on a further 338 MW on twelve (12) wind farms,
and the expansion of an existing park.

During 2002 Gamesa Energía obtained administrative authorisation for 8 wind farms with a total
approved power output of 193 MW.

In wind farm operation, excellent availability levels were attained:

Average availability of wind turbines: 98.4%

Average availability of wind farms: 98.3%

Wind farm capacity factor: 34%

Over the year the parks in operation produced 1,363.7 GWh, and accumulated production at source
exceeded 3000 GWh.
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The main landmarks in promotion work in 2002 were the following:

■ Obtaining of funding for the generation business through project finance systems and credit lines
worth 314 million euro.

■ ISO 14001 certification for the management activities of wind farms up and running. 

■ Signing of agreements with the University of Castilla – La Mancha and the company Barlovento
for the development of a wind farm electricity generation predictability model.

■ Construction of Phase Two of SE Gurrea, along with two new line opening substations, known
as SE Vallejera and Bretó, to take off 225 MW from six wind farms in Castilla y León.

■ Setting up in various autonomous communities of six high-voltage electricity lines with an overall
length of 72 km to take off electricity from wind farms. 

GAMESA-Memoría-A ing  2/6/03 13:31  Página 14



15

International

In 2002 Gamesa Energía dedicated most of its efforts in international markets to developing and
consolidating its core business: the promotion of projects for the generation of electricity from wind
energy.

The process of internationalisation was concentrated mainly in four major geo-economic areas: the
European Union, the USA, Latin America and Australia. Gamesa Energía’s direct presence outside
Spain centred on ten markets in three continents. The main landmark event of 2002 was the
company’s entry into the USA through the purchase and take-over of the US company Navitas
Energy.

a) European Union
In Europe, Gamesa Energía consolidated its promotion of wind farms through subsidiaries in four
southern European countries: Portugal, Italy, Greece and France. 

Gamesa Energia Portugal strengthened its position as a promoter of wind farms in 2002. In
response to a call from the Portuguese energy authorities in January 2002 this subsidiary
presented 19 wind farms with a total power output estimated at more than 1100 MW, making
it Portugal’s biggest promoter of wind power.
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Gamesa Energia Italia made substantial progress in the development of wind farms on the
Italian mainland and in Sardinia. By the end of 2002 this subsidiary had thirty wind farms at
advanced stages of promotion, with electricity connection rights in excess of 1700 MW. 

Gamesa Energiaki Hellas also strengthened its development in the promotion of wind power
in Greece. In 2002 it consolidated its position in the Greek market with the promotion of 40 wind
farms, and obtained new electrical connection rights for 139 MW, making it the leading
European non Greek company in its market.

Gamesa Energie France, the youngest European subsidiary of Gamesa Energía, intensified its
wind power promotion projects in 2002. The company operates throughout France, and has
over 50 wind parks under development, with a total output estimated at 600 MW.

b) United States
One of the most significant landmark events of 2002 for Gamesa Energía was the
announcement in May of an agreement to purchase a 75% stake in US company Navitas
Energy, a promoter of wind power based in Minneapolis (Minnesota). At that time the company’s
portfolio included projects at various stages of development totalling over 500 MW throughout
the Mid West (Minnesota, Illinois, Iowa, Wisconsin, North Dakota, South Dakota, Nebraska,
Kansas and Wyoming).

This qualitative leap by Gamesa Energía into the huge US market was confirmed in late
September with the conclusion of arrangements for the 75% controlling interest in de Navitas
Energy via an increase in capital.

Entry into the US market was a decisive step in the internationalisation process of Gamesa
Energía, and one of enormous strategic importance in view of its enormous potential. Much of
the company’s efforts in management and investment over the coming years will be dedicated
to this market as it seeks to extend its influence from the Mid West to the rest of the USA.

c) Latin America
Gamesa Energía’s efforts in this region in 2002 centred mainly on three markets: Brazil, Mexico
and the Dominican Republic. The company’s projects to promote wind power in Argentina, the
second biggest market in the Mercosur area and Latin America’s third biggest economy, through
its subsidiary Gamesa Energía Austral were slowed down in reaction to the country’s poor
economic situation.

Promotion of wind power in Brazil was handled by Gamesa Energía Brasil and centred on
several states in the north east and south east of the country and in Rio de Janeiro. The
progress made in promoting wind power here in 2002 led to authorisation from Brazilian
electricity regulator ANEEL for 563 MW as an independent agent in the electrical sector.
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Numerous wind power promotion agreements were also entered into with town halls and
Brazilian promoters.

In Mexico Gamesa Energía set up the country’s first wind power promoter with a local partner
and made substantial progress in promotion work in the State of Oaxaca, one of the best suited
to wind power in this, Latin America’s second biggest economy.

In the Dominican Republic, where Gamesa Energía operates through the company Pecasa (in
which it owns a 57% stake, while the remaining capital is in local hands) progress was made in
all areas, and administrative authorisations were obtained from the energy authorities for an
estimated wind power output of 90 MW.

d) Australia
In 2002 Gamesa Energía began to promote wind power in this most distant of foreign markets.
As a result of an agreement with Unión Fenosa Energías Especiales and an Australian partner
fourteen wind farms are being developed with an estimated power output of 500 MW, mainly in
the states of New South Wales and Victoria.

Before the year end two further agreements were also reached: one with a local electricity
company in New South Wales and the other with a major Australian holding company.
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Gamesa Servicios: An Ally in Key Energy Sectors

Through its companies Gamesa Energía Servicios, Siemsa and Gamesa Solar, Gamesa
Servicios Avanzados did outstanding work in the fields of renewable energy, conventional energy
and petrochemicals.

Gamesa Energía Servicios took part in 2002 in the turnkey erection of wind farms for Gamesa
Energía and, through Gamesa Eólica, for other promoters, involving a total installed capacity of
346 MW. With these new projects, Gamesa Energía Servicios maintained its position as a world
leader in the installation of wind farms. In all, it took part in projects for over 2500 MW in 2002. 
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In maintenance work 2002 saw the consolidation of the PRISMA maintenance management
system. All-round maintenance of wind farms was contracted through GES and Siemsa in the form
of agreements for 115 substations.

With these new contracts, Gamesa Energía Servicios can be considered as one of the world’s
leading all-round wind power plant maintenance companies. It provides maintenance services
directly to Games or through promoters for 68 wind farms with an output power of close to 1000
MW.

Gamesa Energía Servicios and Siemsa stand out for their electrical engineering capabilities in
projects for turnkey substations. In 2002 fourteen such projects were carried out for wind farm
substations, and 29 substations were built by Siemsa for various industrial projects.

These engineering capabilities are enhanced by the ability to incorporate plant electrical systems
(remote control of substations, measurement & protection, etc.) into the SGIPE integrated wind farm
management system. This system run by Gamesa is currently the only one of its kind for wind farm
management.

Moving on to other activities involving renewable energy sources, Gamesa Energía Servicios took
part in several turnkey projects for power plants using treatment plant gases in 2002. An example
is the 330 kW generation plant at the Sagunto waste water treatment plant. 

In the field of photo-voltaic solar power, the major landmarks at Gamesa Solar were:

■ Start-up of the Gamesa Solar plant in Aznalcóllar (20th November 2002), with an initial produc-
tion capacity of 3 MW/p.

■ Manufacture in the short time to the year end of 1400 photo-voltaic panels with a power output
of around 154 kW/p.

■ Completion and conclusion of the Prodem project in Brazil, carried out in equal partnership with
Isofotón, to supply electricity to the country’s rural schools (supply of 566 units of 742 w/p for
the Amazonian region of Manaos). 

■ Installation of 25 photo-voltaic power plants for Seville city hall and 6 x 5 kW plants for various
other customers, with a power output of around 173 kW/p.

Gamesa Energía Servicios also took part in joint ventures (UTE) with ACS, GHESA and COBRA for the
turnkey construction in the E.P.C. of several combined cycle power stations for Iberdrola, the most
significant of which are:

■ Castellón combined cycle plant (2 x 400 Mw units), completion, signing of the PAC and hand-
over to the customer of which took place on 2nd October 2002.
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■ Castejón combined cycle plant in Navarra. This is a single 400 Mw unit, for which the PAC is
due to be signed and hand-over to the customer is envisaged for May 2003.

■ Santurce combined cycle plant in Vizcaya, on which construction began in July 2002.
Completion and hand-over to the customer are scheduled for 4th October 2003.

Through its work in preventive and corrective maintenance and its support in power station shut-
downs and charging, Siemsa maintained is position as one of Spain’s leading providers of the
maintenance services.

Major operations in 2002 included electrical installation work, instrumentation and control
equipment and support in commissioning of the combined cycle plants at Castellón, Castejón,
Iberdrola’s Tarragona Power and Tarragona I for Endesa. Also noteworthy was the completion of
electrical and mechanical construction work on the hydraulic power stations of Ricobayo and
Millares in a joint venture with Tamoin.

Siemsa Control y Sistemas successfully completed the supply, installation and commissioning of
distributed control systems for the Bahía Bizkaia Gas (BBG) regas plant and the Bahía Bizkaia
Electricidad (BBE) combined cycle plant, which opened on 26th February 2003 on land owned
by the Port of Bilbao.

As well as the integration of these advanced control systems, Siemsa Control y Sistemas also
worked on the combined cycle plants at Termoacu and Termopernanbuco in Brazil and the
TIRME waste incineration plant in Palma de Mallorca.

In the petrochemical sector Siemsa continues to be one of Spain’s leading providers of electrical,
instrument and control maintenance for chemical and petrochemical plants, with major
operations at all the Spanish refineries of Repsol and Cepsa as well as those of Galp in Portugal,
Petrobrax in Brazil and Pemex in Mexico.

The work done by Siemsa’s Department of Systems Analysis was particularly significant, and
included the supply in 2002 of steam and water analysis and sampling systems for 8 combined
cycle plants under construction.

Siemsa’s calibration laboratory, which has ENAC accreditation in the areas of temperature,
pressure and vacuum, moisture and electricity, increased its operational capacity and renewed
its ENAC accreditation for on site calibration.

Finally, on the international stage, the significant increase in turnover and profit at Gamesa
Servicios Brasil is particularly noteworthy. This is due mainly to operations at the petrochemical
complex of Salvador de Bahía and recent contracts secured for the maintenance of the Trikem
chemical plants owned by the Oderbrecht group in various locations in north eastern Brazil.
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2002 saw the incorporation of the company Gamesa Servicios Portugal, and preparations for
the opening of companies owned by Gamesa Energía Servicios in Mexico and Italy, which are
expected to be incorporated and developed further in 2003.
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The Aeronautics Division successfully came through the first year of the recession in the industry
following the events of 11th September, which hit results for the end of 2001 and all of 2002.

After reaching record figures in 2001 for units delivered per month, Gamesa Aeronáutica managed to
stay in profit thanks to the steps taken to adjust to the sharp fall in the aeronautics market.

Aeronautics: Successfully negotiating the first
year of recession in the industry
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A year after 11-S

Gamesa Aeronáutica reacted to the crisis by reaffirming its operations in this sector, which led to the
consolidation of the basic points laid down in its strategic plan.

■ Growth, seeking to set up a strong aeronautics group.

■ Launching of a flexibility-oriented integrated management improvement plan in response to
market requirements in the context of the new scenario, seeking to ensure the profitability of
the division.

Situation of the world aeronautics market

In spite of the recession in the aeronautics industry following the events of 11th September, the
long-term forecasts for the market point to average annual growth of 4.5% in air traffic over the
next 20 years.

Gamesa Aeronáutica’s operations are centred on the regional aviation market, which was the
least hard hit part of the industry. It moved back into positive growth early in 2002.

Embraer 50-seater regional aircraft family

Gamesa Aeronáutica delivered 126 aircraft in 2002 in the ERJ 145-ERJ135-ERJ140-ECJ 135 family,
to which a new member was also added: the ERJ 145 XR.

The landmark events of the year were:

■ Certification in June 2002 of the ERJ 145 XR and commencement of large-scale production,
which will undoubtedly help consolidate and lengthen the commercial lifetime of this family of
aircraft.

■ Consolidation of the second production line at EASA del Sur, with 7 aircraft completed.

Embraer 70-seater regional aircraft family

2002 saw the completion of delivery of prototype aircraft for the certification of the programme, which
is envisaged for June 2003.

The landmarks of the year included:
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■ Completion of prototype delivery in September 2002.

■ Commencement of manufacture of the first prototype of the EMB 175.

Bombardier 70-seater regional aircraft family

Gamesa Aeronáutica delivered 26 aircraft in 2002. From the start of manufacture on this programme
in the first quarter of 2001, the delivery rate increased from 2 to 3-4 aircraft per month.

The landmark events of the year included:

■ Certification in September 2002 of the CRJ 900, a derivative of the CRJ 700, which will help
consolidate the commercial portfolio, and commencement of full-scale manufacturing.

Sikorsky S-92 helicopter

Gamesa Aeronáutica made the arrangements for the certification of this helicopter, which was achieved
successfully in December 2002. Full-scale manufacturing also began.

Airbus A-380 A> 100-seater commercial aircraft family

Following its successful incorporation into the major Airbus A380 project, Gamesa Aeronáutica
worked through the project management and successfully completed each stage of the project
(Preliminary Design Review, Complete Design Review) for the launch of the preliminary run in
financial year 2003.
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Aeronautical Components 

In 2002 this unit was gradually merged with the aeronautical structures unit, thus extending the
achievements of the integrated management improvement plan launched, and those of
technological innovation projects concerned with changes in materials and processes involving
composites. All this was aimed at cutting costs and achieving distinction. 

Thanks to all these actions and intense commercial activity, orders were increased with existing
customers such as Airbus in spite of the situation of the industry, and promising relationships
were established with new customers such as Eurocopter and Boeing, which it is hoped will
result in specific programmes and orders in the future.

Other Aspects 

As indicated above, Gamesa Aeronáutica launched an integrated improvement plan to bring its
area and engineering structure into line with new market circumstances and ensure continued
profits at this time of recession. The achievements of 2002 will enable the company to face
uncertainty and market variability in the coming years with the necessary level of flexibility.

The following company-wide certificates were obtained during the year:

■ AS 9100 (Nov-02 )
■ ISO 9000;2000 (Nov-02)

On the commercial side, 2002 marked the commencement of close working relationships,
especially with Boeing, which will enable the company to meet its strategic targets for increasing
volume of work through operations with the world’s four biggest manufacturers (Boeing, Airbus,
Bombardier and Embraer).

During the year, the company Ikarus was incorporated as a product support service provider for
end operators in various areas, including repair management, sales of spares, technical
assistance and technical publications.
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Gamesa Corporación Tecnológica, S.A. and
Subsidiaries composing the Gamesa Group  

Auditor’s Report

Translation of consolidated financial statements originally issued in Spanish and prepared in accordance with generally
accepted accounting principles in Spain (see Note 25). In the event of a discrepancy, the Spanish-language version prevails.
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AUDITORS’ REPORT ON CONSOLIDATED FINANCIAL STATEMENTS

To the Shareholders of
Gamesa Corporación Tecnológica, S.A.:

1. We have audited the consolidated financial statements of GAMESA CORPORACIÓN TEC-
NOLÓGICA, S.A. (GAMESA) AND SUBSIDIARIES composing the GAMESA GROUP (see
Notes 1 and 2), which consist of the consolidated balance sheet as of December 31, 2002, and the
related consolidated statement of income and notes to consolidated financial statements for the
year then ended. The preparation of these consolidated financial statements is the responsibility of
the directors of the Parent Company, Gamesa Corporación Tecnológica, S.A. Our responsibility is
to express an opinion on the consolidated financial statements taken as a whole based on our audit
work performed in accordance with generally accepted auditing standards, which require exami-
nation, by means of selective tests, of the documentation supporting the consolidated financial sta-
tements and evaluation of their presentation, of the accounting principles applied and of the esti-
mates made. Our work did not include an examination of the 2002 financial statements of certain
GAMESA GROUP investees (see Note 2), whose assets, reserves and net income represent 32%,
26% and 22%, respectively, of the related consolidated totals. The financial statements of these
companies were audited by other auditors (see Note 2) and our opinion as expressed in this report
on the consolidated financial statements of the GAMESA GROUP is based, with respect to the afo-
rementioned companies, solely on the reports of the other auditors. 

2. As required by Spanish corporate law, for comparison purposes the Parent Company’s directors
present, in addition to the 2002 figures for each item in the consolidated balance sheet and conso-
lidated statements of income and of changes in financial position, the figures for 2001. In order to
be able to properly compare the figures for the two years, the matter explained in Note 3-e relating
to the accounting treatment of the tax credits and tax relief and of the wind-powered facilities ear-
marked for sale must be taken into account. Our opinion refers only to the 2002 consolidated finan-
cial statements. Our auditors’ report dated March 21, 2002, on the 2001 consolidated financial sta-
tements contained a qualified opinion. 

3. On June 30, 2000, the Parent Company acquired a 30% holding in its subsidiary Gamesa Energía,
S.A. This acquisition gave rise to goodwill of approximately ¤107,882 thousand, which the GAME-
SA GROUP wrote off in full with a charge to the “Shareholders’ Equity – Additional Paid-in
Capital” caption in that year (see Notes 4-g and 13). This write-off was not recorded on the basis
of the negative performance of the aforementioned investment, but rather as a result of the appli-
cation of principles of utmost prudence. 

Translation of a report originally issued in Spanish based on our work performed
in accordance with generally accepted auditing standards in Spain (see Note

25). In the event of a discrepancy, the Spanish-language version prevails.
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In accordance with generally accepted accounting principles, the aforementioned goodwill should
be amortized with a charge to income over the period during which it will contribute to the obtain-
ment of revenues for the Group, up to a maximum limit of 20 years. Had this goodwill been amor-
tized over ten years, which in the current circumstances is the minimum period over which
Company management considers that the goodwill will continue to be effective and contribute to
the obtainment of revenues for the Group, the reserves reflected in the consolidated balance sheet
as of December 31, 2002 (after consideration of the related amortization of this goodwill as of
December 31, 2001), would have increased by approximately ¤91,702 thousand and the consolida-
ted income before taxes for 2002 would have decreased by approximately ¤10,788 thousand, due to
the amortization of goodwill relating to that year.

4. In our opinion, based on our audit and on the reports of the other auditors (see Note 2), except for
the effects of the matter discussed in paragraph 3 above the 2002 consolidated financial statements
referred to above present, in all material respects, a true and fair view of the net worth and finan-
cial position of GAMESA CORPORACIÓN TECNOLÓGICA, S.A. (GAMESA) AND SUBSI-
DIARIES composing the GAMESA GROUP as of December 31, 2002, and of the results of their
operations and of the funds obtained and applied by them in the year then ended, and contain the
required information, sufficient for their proper interpretation and comprehension, in conformity
with generally accepted accounting principles and standards applied on a basis consistent with
that of the preceding year. 

5. The accompanying consolidated management report for 2002 contains the explanations which the
Parent Company’s directors consider appropriate about the Group’s situation, the evolution of its
business and other matters, but is not an integral part of the consolidated financial statements. We
have checked that the accounting information in the consolidated management report is consistent
with that contained in the consolidated financial statements for 2002. Our work as auditors was
confined to checking the consolidated management report with the aforementioned scope, and did
not include a review of any information other than that drawn from the accounting records of the
Consolidated Companies. 

DELOITTE & TOUCHE ESPAÑA, S.L.
Registered in ROAC under no. S0692

Mariano Cabos

March 28, 2003
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Gamesa Corporación Tecnológica, S.A. and
Subsidiaries composing the Gamesa Group   

2002 Consolidated Financial 
Statements and Consolidated Management Report
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ASSETS 12/31/02 12/31/01

FIXED AND OTHER NONCURRENT ASSETS

Start-up expenses 6,297 8,328 

Intangible assets, net (Note 6) 170,706 155,125 

Tangible fixed assets, net (Note 7) 201,075 529,995  

Long-term investments, net  (Note 8) 19,323 17,861  

Treasury stock (Note 13) 13,606 12,655  

Total fixed and other noncurrent assets 411,007 723,964  

CONSOLIDATION GOODWILL (Note 9) 298,496 256,316 

DEFERRED CHARGES 7,358 3,598  

CURRENT ASSETS

Due from shareholders for uncalled capital - 33

Inventories (Note 10)-

Inventories - Wind-powered facilities 379,213 -

Inventories - Other 274,018 253,864

653,231 253,864

Accounts receivable-

Trade receivables for sales and services 262,181 223,071

Receivable from Group companies (Note 16) 52,322 4,925

Other accounts receivable (Note 11) 98,919 72,677

Allowances (724) (1,033)

412,698 299,640

Short-term investments (Note 12) 133,297 79,476

Cash 33,851 21,088

Accrual accounts 1,918 2,107

Total current assets 1,234,995 656,208

TOTAL ASSETS 1,951,856 1,640,086

Gamesa Corporación Tecnológica, S.A. and
Subsidiaries Composing the Gamesa Group

For the years ended December 31, 2002 and 2001

(Thousands of Euros)
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The accompanying Notes 1 to 25 and Exhibit are an integral part of the consolidated
balance sheet as of December 31, 2002. 

SHAREHOLDERS' EQUITY AND LIABILITIES 12/31/02 12/31/01

SHAREHOLDERS' EQUITY (Note 13)

Capital stock 40,550 40,550

Reserves of the Parent Company 82,574 75,027

Reserves at consolidated companies 133,177 79,233

Income attributable to the Parent Company 135,610 62,062

Total shareholders' equity 391,911 256,872

MINORITY INTERESTS (Note 15) 10,782 18,265

DEFERRED REVENUES (Note 4-j) 23,081 24,350

PROVISIONS FOR CONTINGENCIES AND EXPENSES (Note 21) 30,720 33,776

LONG-TERM DEBT

Payable to credit institutions (Note 14)-

Payables relating to wind-powered facilities 9,042 258,845

Other payables to credit institutions 347,322 243,068

356,364 501,913

Other payables (Note 21) 89,112 143,060

445,476 644,973

CURRENT LIABILITIES:

Payable to credit institutions (Note 14)-

Payables relating to wind-powered facilities 289,043 39,743

Other payables to credit institutions 343,032 191,146

632,075 230,889

Payable to Group companies (Note 16) 10,943 2,755

Trade accounts payable (Note 3-b) 260,926 284,981

Other nontrade payables (Note 3-b) 142,656 141,367

Operating allowances 1,490 96

Accrual accounts 1,796 1,762

Total current liabilities 1,049,886 661,850

TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES 1,951,856 1,640,086

Translation of consolidated financial statements originally issued in Spanish and prepared in accordance with generally
accepted accounting principles in Spain (see Note 25). In the event of a discrepancy, the Spanish-language version prevails.
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Gamesa Corporación Tecnológica, S.A. and
Subsidiaries Composing the Gamesa Group

Consolidated statements of income

for the years ended December 31, 2002 and 2001

(Thousands of Euros)

DEBIT 2002 2001

EXPENSES:
Materials used in operations and other external
expenses (Note 20) 620,754 640,442
Personnel expenses (Note 20) 157,881 142,468
Depreciation and amortization expense
(Notes 4-a, 6 and 7) 57,603 39,126
Variation in operating allowances (Note 21) 16,258 16,466
Other operating expenses 91,732 74,198

I. OPERATING INCOME 207,432 149,909
1,151,660 1,062,609

Financial expenses (Notes 14  and 21) 51,167 26,849 
Exchange losses 2,811 10,908

53,978 37,757

Amortization of consolidation goodwill (Note 9) 15,795 1,652

III. INCOME FROM ORDINARY ACTIVITIES 143,703 123,805

Losses on fixed assets 734 1.279
Variation in tangible fixed asset, intangible
asset and investment valuation allowances (Notes 4-f and 8) (286) 11,961
Extraordinary expenses (Note 20) 3,717 7,775
Prior years' expenses and losses (Note 20) 2,690 2,613
Losses on transactions involving treasury stock
and own debentures (Note 4-f ) 318 6,512

IV. EXTRAORDINARY INCOME 504 -
7,677 30,140

V. CONSOLIDATED INCOME BEFORE TAXES 144,207 109,192

Corporate income tax (Note 17) 5,688 28,165

VI. CONSOLIDATED
INCOME FOR THE YEAR 138,519 81,027

Income attributed to minority interests (Note15)
2,909 18,965

VII. INCOME FOR THE YEAR ATTRIBUTED TO
THE PARENT COMPANY 135,610 62,062
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CREDIT 2002 2001

REVENUES:
Net sales (Note 20) 1,091,278 738,479
Increase in finished goods and work-in-
process inventories 9,974 60,829

Capitalized expenses of Group
work on fixed assets (Notes 4-b, 4-c, 6 and 7) 45,363 259,781

Other operating revenues 5,045 3,520

1,151,660 1.062.609

Other financial revenues 1,908 594
Income from short-term Investments (Note 12) 1,471 2,459
Exchange gains 2,665 10,252

II. FINANCIAL LOSS 47,934 24,452
53,978 37,757

Gains on fixed assets 980 402
Capital subsidies transferred to income for the year (Note 4-j) 833 1,198
Extraordinary revenues (Note 20) 3,823 12,121
Prior years' revenues and income (Note 20) 1,897 1,806
Income from transactions involving treasury stock and
own debentures (Notes 4-f and 8) 144 -

IV. EXTRAORDINARY LOSS - 14,613
7,677 30,140

The accompanying Notes 1 to 25 and Exhibit are an integral part of the consolidated statement of income for 2002.

Translation of consolidated financial statements originally issued in Spanish and prepared in accordance with generally
accepted accounting principles in Spain (see Note 25). In the event of a discrepancy, the Spanish-language version prevails.
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Gamesa Corporación Tecnológica, S.A. and
Subsidiaries Composing the Gamesa Group

Notes to Consolidated Financial Statements 

for the Year Ended December 31, 2002

Gamesa Corporación Tecnológica, S.A. (formerly Grupo Auxiliar Metalúrgico, S.A.) was incorporated on January 28, 1976, and its regis-
tered office is currently at Portal de Gamarra, 40 (Álava). 

On June 7, 2002, in accordance with the resolutions adopted by the Shareholders’ Meeting on May 31, 2002, the Company’s former
corporate name was changed to Gamesa Corporación Tecnológica, S.A.

Its corporate purpose is the promotion and development of companies through temporary ownership interests in their capital stock, for
which it can perform the following transactions:

a)  Subscription of shares or other equity interests in unlisted companies engaging in business activities. 
b)  Acquisition of the shares or other equity interests mentioned in a) above.
c)  Subscription of fixed-interest securities issued by the companies in which it has ownership interests or the grant of

participating and other loans to these companies for terms longer than five years.
d)  Direct provision to investees of counseling, technical assistance and other similar services related to the management

of investees, to their financial structure or to their production or marketing processes. 
e)  Grant of participating loans for the acquisition of newly-built vessels which are intended for commercial shipping or fis-

hing and not for sports or recreational activities or other private use. 

All the activities which make up the aforementioned corporate purpose may be carried out in Spain or abroad, and may
be carried out either directly (totally or partially) by the Company or through the ownership of shares or other equity inte-
rests in companies with an identical or a similar corporate purpose. The Company may not engage in any activity for which
legislation imposes specific conditions or limitations if it does not comply in full with these requirements. 

Currently, the Gamesa Group is considered to be a group which manufactures and is the principal supplier of leading-
edge products, installations and services in the aeronautical and renewable energy industries, structured in the following
lines of business (see Note 2): 

1. Description of the Group

Business Unit Line of Business Objectives per the Current Strategic Plan for 2002 – 2004

- Production of wind generators

- Development, operation and
sale of wind-powered facilities

- Renewable energies - Increase worldwide market share by 1% to 16% by 2004.

- Consolidation of leadership in the development of wind-powe-
red facilities, achieving an installed capacity in 2004 of 1,380
MW (1,303 MW in the period) and sale of wind-powered facili-
ties with a total capacity of  426  MW (2002 – 2004) (Note 3-e)

- Structures (aeronautical pro-
jects)

- Aeronautical components 

- Maintenance and repair work

- Aeronautical - Development of an aeronautical group of a sufficient size
and value to have its shares placed in the capital markets
(Note 23)
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On November 29, 2002, the subsidiary Gamesa Energía, S.A. entered into a Framework Agreement with Iberdrola Energías Renovables
II, S.A., the purpose of which is:

1. To acquire from the Gamesa Group wind-powered facilities under development, construction and operation with a
total capacity of 982 MW. In this connection, on November 29 and December 5, 2002, the two parties entered into
agreements to acquire the shares of 24 companies owning wind-powered facilities owned by the Gamesa Group (see
Exhibit). As of December 31, 2002, two of these wind-powered facilities had been sold. The remainder will foresee-
ably be sold in 2003.

2. The ownership of interests in joint ventures in order to develop and operate certain wind-powered facilities in Spain
(with a capacity of 1,144 MW) and abroad. The subsidiary Gamesa Eólica, S.A. will forseeably be the supplier of the
wind generators for the wind-powered facilities which, by mutual agreement, it is decided to build.  

Also, the Gamesa Group will be responsible for the development and construction of the wind-powered facilities in
Spain. 

3. To enter into a framework agreement to acquire wind generators, additional to those indicated in point 2 above, with
a capacity of 1,100 MW to be installed in Spain through December 31, 2006, and, also, a framework agreement for
the maintenance of these wind generators.

Under the terms of this framework agreement, the parties may terminate the agreement and any others entered into in implementing it
should the Spanish antitrust authorities issue an unfavorable opinion or one that would involve substantial changes thereto. On March
14, 2003, the Council of Ministers, following the issuance of their opinion by the Spanish antitrust authorities, authorized this framework
agreement. However, they established certain conditions which must be met in a maximum period of one month and, in particular, the
obligation to reduce to two years the term of the supply agreement for the wind generators manufactured by Gamesa and of the main-
tenance agreement for the machinery supplied under the aforementioned framework agreement. Having received this authorization, it is
considered that an agreement that is satisfactory for all the parties will be reached so that the 2002 financial statements are not affected
(see Note 3-e-ii). 

Environmental information -

In view of the business activities carried on by the Gamesa Group, it does not have any environmental liability, expenses, assets,
provisions or contingencies that might be material with respect to its net worth, financial position or results of operations.
Therefore, no specific disclosures relating to environmental issues were included by the Parent Company’s directors in these
notes to consolidated financial statements. 

The Group and associated companies included in the scope of consolidation and the information thereon as of December 31, 2002, are
as follows (see Notes 3-d and 3-e):

Aeronautical -

Gamesa Aeronáutica, S.A. and subsidiaries (subgroup) Álava Manufacture of aeronautical structures 100%

Aeromac, S.A. Álava Machining of large aeronautical parts 100%

Coasa, Componentes Aeronáuticos, S.A. Galicia Manufacture of composite materials 100%

Gamesa Producciones Aeronáuticas, S.A. Álava Manufacture of aeronautical structures 100%

Gamesa Componentes Aeronáuticos, S.A. Álava Manufacture of aeronautical components 100%

Gamesa Industrial Aut., S.A. Álava Manufacture of aeronautical components 100%

Fibertecnic, S.A. Álava Manufacture of composite materials 100%

Energy -

Gamesa Energía, S.A. and subsidiaries (subgroup) Álava Renewable energies 100%

Green Energy Transmission, S.A. Álava Manufacture of wind-powered components 100%

Other - 

Cametor, S.L. Álava Ownership of fixed assets 100%

Getysa, S.A.U. and subsidiary (subgroup) Álava Marketing of industrial supplies 100%

% of Direct and  
Company or Group of Companies (Notes 13 and 16) Location Current Line of Business Indirect Ownership

2. Group companies
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Aeronautical - 

Gamesa Aeronáutica, S.A. and subsidiaries (consolidated)  (1) 5,514                      5,514 31,022 19,094

Aeromac, S.A. (5) 3,306 3,306 259 545

Coasa, Componentes Aeronáuticos, S.A. (5) 1,256 3,968 (5) (2,707)

Gamesa Producciones Aeronáuticas, S.A. (1) 29,026 29,026 11,878     2,004

Gamesa Componentes Aeronáuticos, S.A. (5) 3,825 4,084 (127) (132)

Gamesa Industrial Aut., S.A.  (1) 2,193 1,821 1,198 649

Fibertecnic, S.A. (1) 1,662 1,557 1,226 82

Energy -

Gamesa Energía, S.A. and subsidiaries (consolidated) (4) 43,893 35,491 80,482 116,421

Green Energy Transmission, S.A. (5) 61 61 - -

Other - 

Cametor, S.L.  (2) 4,577 3,902 987 423

Getysa, S.A.U. and subsidiary (consolidated) (3) 2,887 485 136 (254)

Thousands of Euros
Company or Group of Companies (Notes 13 and 16) Cost (*) Capital Reserves Income (Loss)

(*)  Cost per owner company’s books, investment valuation allowances.
(1) Companies audited by PricewaterhouseCoopers.
(2) Companies audited by Deloitte & Touche.
(3) Company audited by Attest Consulting.
(4) Subgroup audited by Deloitte & Touche, including companies audited  by other auditors (see Exhibit).
(5) Company not legally obliged to have its financial statements audited. 

The accompanying Exhibit details individually the companies in which the Company has direct and indirect ownership interests of 51%
or more, their core business and the main economic, financial and other information on them. The changes in the scope of consolida-
tion arising in the year are detailed in Note 3-e.

a) True and fair view

The accompanying 2002 consolidated financial statements, which were prepared from the individual accounting records of
Gamesa Corporación Tecnológica, S.A. (“Gamesa”) and of each of the subsidiaries composing the Gamesa Group as of
December 31, 2002, include certain reclassifications to unify the accounting and presentation methods of the consolidated
companies with those of the Parent Company.

The accompanying consolidated financial statements are presented in accordance with the provisions of Royal Decree
1815/1991 on regulations for the preparation of consolidated financial statements and, accordingly, they give a true and fair
view of the Gamesa Group's net worth, financial position and consolidated results of operations and the funds obtained and
applied by it. Also, the consolidated and individual financial statements as of December 31, 2002, of the consolidated sub-
sidiaries, which were prepared by their directors, will be submitted for approval by the Shareholders' Meetings of the res-
pective companies. The directors of the Parent Company consider that they will be approved by the respective
Shareholders’ Meetings without any changes. 

b) Grouping of items

The detail of the “Trade Accounts Payable” caption in the consolidated balance sheets as of December 31, 2002 and 2001,
is as follows: 

3. Basis of presentation

Thousands of Euros
2002 2001

Customer advances
Advances received from customers on orders 29,809 44,388
Transfer of “Customer Advances” to “Inventories” (Note 10) (7,794) (32,970)

Accounts payable for purchases and services 238,670 272,936
Notes payable 241 627

TOTAL 260,926 284,981
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Of the total advances billed to customers shown in the foregoing table, as of December 31, 2002, approximately €4,995 thou-
sand had not yet been collected, and the related account receivable is recorded under the “Trade Receivables for Sales and
Services” caption. 

Also, the balance of the “Other Nontrade Payables” caption in the accompanying consolidated balance sheet includes the follo-
wing items which were grouped together for presentation purposes: 

The “Current Liabilities – Other Nontrade Payables – Other Payables” captions include basically the account payable relating
to 25% of the price negotiated in the purchase of 40% of the holding in Gamesa Eólica, S.A. from Vestas Wind System, A/S
in 2001, amounting to approximately €71,742 thousand, which matures on December 31, 2003, and is secured by a bank
guarantee.

Thousands of Euros
2002 2001

Other nontrade payables

Compensation payable 9,382 6,818
Taxes payable (Note 17) 56,034 36,212
Other payables 77,240 98,337

TOTAL 142,656 141,367

c) Accounting policies

The accompanying consolidated financial statements were prepared in accordance with the generally accepted accounting prin-
ciples and valuation standards described in Note 4.

d) Consolidation principles

The accompanying 2002 consolidated financial statements were prepared by fully consolidating the financial statements as
of December 31, 2002, of the consolidated companies which are directly or indirectly more than 50% owned, and of the
companies which, although not more than 50% owned, are effectively controlled and in which a majority of the voting rights
conferred by the shares are held, and eliminating the intercompany transactions and balances. The equity of minority inte-
rests in the net worth and results the consolidated subsidiaries is presented under the “Minority Interests” caption in the
accompanying consolidated balance sheet and under the “Income Attributed to Minority Interests” caption in the accom-
panying consolidated statement of income, respectively (see Note 15).

The financial statements in foreign currencies of consolidated subsidiaries are translated to euros by the “year-end rate”
method. 

Also, the equity investments in non-subsidiaries 20% or more owned are valued at the fraction of the net worth represented
by these investments, net, where appropriate, of the related dividends collected and other net worth eliminations (equity
method) (see Notes 4-e and 8). 

As is customary practice, the accompanying consolidated financial statements do not include the tax effect, if any, of inclu-
ding the reserves of the subsidiaries in the Parent Company’s equity accounts, since it is considered that these reserves will
be used as self-financing resources at each consolidated subsidiary.

e) Comparative information

I. Changes due to the application of new accounting regulations

Wind-powered facilities earmarked for sale

Under its strategic plan, and once sufficient installed capacity of energy had been achieved, the Gamesa Group started to
sell wind-powered facilities in 2002, which it will continue to do on an ongoing basis in the future as part of its normal busi-
ness activity of developing, building and selling wind-powered facilities (see Notes 1 and 3-e-ii)
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Each wind-powered facility is a corporation (Spanish “sociedad anónima”) whose shares are fully consolidated (see Note 3-
d) in the accompanying consolidated financial statements.

Electricity wind generators and civil engineering work (manufactured in the first case and performed in the second case by
Gamesa Group companies) constitute the main asset of a wind-powered facility, which is financed mainly by long-term
payables to credit institutions under project finance arrangements (see Note 4-l).

The effective sale of a wind-powered facility generally takes place once it has come into service after the related start-up
period.

In order to commence the sale of wind-powered facilities in 2002, and since they will be sold on a recurring basis in the futu-
re, the Company consulted the Spanish Accounting and Audit Institute (ICAC) in order to establish the accounting treatment
that should be given in the consolidated financial statements to the wind-powered facilities earmarked for sale and, in par-
ticular, to the results obtained from the sale of these wind-powered facilities.

Pursuant to the ICAC ruling received on November 19, 2002, the fixed assets of wind-powered facilities earmarked for sale
were included under the “Inventories” caption, even if they had come into service, provided that, in this case, the supple-
mentary revenues obtained from power sales were not material with respect to the total value of these assets (see Note 4-
h). Also, the gains or losses arising from the sale of wind-powered facilities whose fixed assets are deemed to be invento-
ries, will be recorded as operating income or losses (see Note 4-h).

Consequently, as of December 31, 2002, all the fixed assets of the wind-powered facilities’ earmarked for sale were classi-
fied as inventories (see Notes 3-e-ii, 6, 7, 8 and 10). Until this ruling was obtained, these fixed assets had been recorded
under the “Fixed and Other Noncurrent Assets” caption. 

This must be taken into account in order to gain a better understanding of the consolidated financial statements for the two
years and to make the figures therein comparable.

Had the information contained in the aforementioned ruling been available in 2001, the effect on the financial statements for
2001 would have been as follows:

Start-up expenses 8,328 (892) 7,436
Intangible assets 155,125 (6,122) 149,003
Tangible fixed assets 529,995 (354,968) 175,027
Inventories 253,864 361,982 615,846

Statement of Income
Capitalized expenses of Group
work on fixed assets 259,781 (219,680) 40,101

Increase in finished goods and
work-in-process inventories 60,829 219,680 280,509

Thousands of Euros

Actual
2001 FiguresBalance Sheet

Comparable 2001
Figures

Adaptation for
Comparison Purposes

Recognition of tax assets

On March 20, 2002, revised Valuation Standard no. 16 of the Spanish National Chart of Accounts was published in which
unused tax assets arising from tax relief and tax credits must be recognized provided that they meet certain conditions.
In applying this Standard, in 2002 the Gamesa Group companies recorded for accounting purposes approximately
€11,931 thousand of tax assets for unused tax credits not yet used for tax purposes, of which €2,079 thousand arose
in prior years. This must be taken into account in order to gain a proper understanding of the 2001 and 2002 consoli-
dated financial statements (see Note 17).
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II.  Changes in the scope of consolidation

The most significant variations in the scope of consolidation in 2002 were as follows (see Notes 6, 7, 8, 15 and 24):

■ On March 1, 2002, the subsidiary SESA Sistemas Eléctricos, S.A. acquired from Sociedad de Desarrollo de
Navarra, S.A. (SODENA) 9% of the holding in the subsidiary Gamesa Eólica, S.A. for approximately €64,568 thou-
sand, giving rise to goodwill of approximately €55,341 thousand which management of the Parent Company assig-
ned to the expectation of the obtainment of future (see Note 9). Management of the Parent Company considers that
20 years is the minimum period during which this goodwill will contribute to the generation of income for the
Gamesa Group. 

■ On July 12 and 17, 2002, the Parent Company acquired all the shares of Getysa, S.A.U. for approximately €760
thousand through the acquisition of 640 shares of €601 par value each. Goodwill of €2,634 thousand arose from
this acquisition (see Note 9). On September 5, 2002, capital stock was increased at this company by approximately
€99 thousand through the issuance of 165 shares of €601 par value each, which were fully subscribed and paid by
the Parent Company, and with additional paid-in capital of €2,300 thousand per share. 

■ On September 26, 2002, the subsidiary Gamesa Energía, S.A. acquired a 75% holding in the U.S. company Navitas
Energy, Inc. for approximately €2,042 thousand.

■ On November 7, 2002, Green Energy Transmission, S.A. was incorporated with capital stock of €61 thousand, which
was fully subscribed and paid by the Parent Company.

■ On November 22, 2002, the Shareholders’ Meetings of the subsidiaries SESA Sistemas Eléctricos, S.A. and Gamesa
Eólica, S.A. (a wholly owned investee of the former) resolved to approve the short form merger of the two compa-
nies, and the absorbing company adopted the corporate name of Gamesa Eólica, S.A. (see Note 14).

■ Under the Framework Agreement of November 29, 2002, Gamesa Energía, S.A. sold to Eólicas del Sil, S.A.U. (a
wholly-owned investee of Iberdrola Energías Renovables II, S.A.) its holding in its subsidiaries Sistemas Energéticos
Candan, S.A. and Sistemas Energéticos Muras, S.A. on December 30, 2002. The public deeds of sale relating to
these two wind-powered facilities stipulate that the buyer or seller could terminate these agreements should the opi-
nion of the Spanish antitrust authorities be unfavorable or give rise to significant changes to the framework agree-
ment of November 29, 2002. As indicated in Note 1, now that the opinion has been issued, it is considered that an
agreement that is satisfactory for all parties will be reached and, accordingly, that the 2002 financial statements will
not be changed. 

On October 7, 2002, the holding in Sistemas Energéticos La Muralla, S.A. was sold to the same company.

The proceeds from the sale of these three wind-powered facilities, which amounted to approximately €241 million, were
recorded under the “Net Sales” caption, giving rise to operating income of approximately €97 million, of which appro-
ximately €10 million relate to S.E. La Muralla, S.A.

4. Valuation standards

The main valuation methods applied in preparing the accompanying consolidated financial statements, in accordance with the Spanish
National Chart of Accounts, were as follows:

a) Start-up expenses

Start-up expenses, which comprise incorporation expenses, start-up expenses relating to various projects, expenses incu-
rred prior to the commencement of operations of certain investees and capital increase expenses, are recorded for the
amounts incurred or paid and are amortized on a straight-line basis over a maximum period of five years from the date of
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commencement of production. Also, the start-up expenses incurred in the aeronautical line of business project are inclu-
ded under this caption, the net amount of which amounted €4,063 thousand as of December 31, 2002, and being amor-
tized on an increasing-charge basis based on the production for the year over a maximum period of five years from the
date of commencement of production.

Approximately €1,766 thousand of amortization of start-up expenses were charged to income in 2002, and this amount
was recorded under the “Depreciation and Amortization Expense” caption. The other main variations in 2002 include addi-
tions of approximately €1,085 thousand; retirements of approximately €184 thousand, recorded with a charge to the
“Extraordinary Expenses” caption in the consolidated statement of income, and transfers to “Inventories” amounting to
approximately €1,190  thousand (see Notes 3-e-i and 24).

b) Intangible assets

Intangible assets are recorded at cost, except for certain rights on leased assets that were revalued pursuant to Álava
Regulation 4/1997 (see Note 13); in-house work performed by the consolidated companies on fixed assets is recorded at
the accumulated cost resulting from adding to external costs the internal costs calculated on the basis of the hourly costs
of the personnel performing the work. Research and development expenses are specifically itemized by project and their
allocation over time is clearly defined. Also, management of the Gamesa Group has sound reasons to foresee the techni-
cal success and economic and commercial profitability of these projects, based on the percentage of completion of its pro-
jects and especially on its backlog. The Group companies basically amortize their intangible assets over a period of four to
five years, in the aeronautical industry, at increasing rates based on estimated production and, in the energy industry on a
straight-line basis once the project has been completed (see Note 6). 

Rights on leased assets are recorded as intangible assets at the cost of the related assets, and the total debt for lease pay-
ments plus the amount of the purchase option are recorded as a liability. The difference between the two amounts, which
represents the interest expenses on the transaction, is recorded under the “Deferred Charges” caption and is allocated to
income each year by the interest method (see Note 6). These assets are amortized using the same methods as those used
to depreciate tangible fixed assets. 

c) Tangible fixed assets

Tangible fixed assets are basically recorded at cost. However, certain Group companies record their tangible fixed
assets at cost revalued pursuant to Álava Regulation 42/1990 on the 1992 budget for Álava and Álava Regulation
4/1997 (see Notes 7 and 13). 

In-house work performed by the consolidated companies on fixed assets is recorded at the accumulated cost which
results from adding to external costs the internal costs calculated on the basis of the hourly costs of the personnel
performing the work.

Period upkeep and maintenance expenses are expensed currently. The costs of expansion or improvements leading
to a lengthening of the useful lives of the assets are capitalized.

d) Depreciation of tangible fixed assets

The consolidated companies generally depreciate their tangible fixed assets by the straight-line method at annual
rates based on the following years of estimated useful life, which on average are as follows:

Years of Estimated Useful Life
Energy Aeronautical Other

Structures 20 30 20 – 33

Plant and machinery 3 – 10 10 5 – 10

Other tangible fixed assets 5 5 3 – 10
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Of the depreciable tangible fixed assets of the aeronautical line of business, items relating to the aeronautical projects, which
as of December 31, 2002, had a net book value of €60,060 thousand (see Note 7) are depreciated at increasing rates based
on estimated production, taking the maximum profitable life of the project to be eight to ten years from the date of com-
mencement of production under the project.

e) Long- and short-term investments

Investments relating to holdings of less than 20% in companies and to holdings in companies not consolidated becau-
se their effect on the accompanying consolidated financial statements is of scant materiality are valued at acquisition
cost. However, if the acquisition cost of these holdings exceeds their underlying book value, adjusted by the amount
of the unrealized gains disclosed at the time of the acquisition and still existing at the date of subsequent valuation,
the Group records the related allowances to cover the possible losses which could arise in realizing these investments
(see Note 8).

The short-term investments, basically eurodeposits and similar financial assets, are valued at effective acquisition cost
plus the amount of unmatured interest earned at year-end. This value is lower than redemption value (see Note 12).

f) Treasury stock

On May 31, 2002, as in the preceding year, the Parent Company Special Shareholders’ Meeting resolved to authorize the
acquisition of shares issued by the Parent Company, up to 5% of its capital stock, for delivery to the Group’s directors and
employees, either directly or as a result of the exercise of stock option rights by persons holding these rights under an
incentive plan, or for sale under freely established terms and conditions. Accordingly, the treasury stock will in no case be
retired. 

As of December 31, 2002, as in the preceding year, there were two types of treasury stock: on the one hand, treasury stock
assigned to the incentive plans in the form of stock options explained in Note 4-ñ and, on the other, treasury stock for ordi-
nary trading on the stock exchange. The shares of treasury stock assigned to Phase II of the incentive plan are specifically
identified and are valued, on the basis of the hedging transaction explained in Note 4-ñ, at acquisition cost, provided that
is it lower than the market price of the shares. If the market price were lower, the shares would be valued in the same way
as the rest of the treasury stock since, in this case, the executives would not obtain any stock option and the hedging tran-
saction would therefore cease to exist (see Note 4-ñ).

The second type of treasury stock is valued at the lower of acquisition cost or market. Market value is deemed to be the
lowest of the following three values: market price on the last day of the year; average market price of the last quarter; or
the underlying book value of the shares. Negative differences between the acquisition cost of the treasury stock and its
market price are recorded with a charge to the consolidated statement of income. However, negative differences between
market price and the adjusted underlying book value are recorded as a reduction of the unrestricted reserves of the Parent
Company. As of December 31, 2002, the Parent Company had recovered an allowance of approximately €863 thousand,
of which approximately €390 thousand were recorded with a credit to the ”Variation in Investment Valuation Allowances”
caption in the consolidated statement of income, and approximately €473 thousand with a credit to the “Other Reserves
- Voluntary Reserves” caption in the consolidated balance sheet (see Note 13).  

The stock market treasury stock trading transactions gave rise to a loss of approximately €318 thousand and a gain of
approximately €7 thousand, and these amounts are recorded under the “Losses on Transactions Involving Treasury Stock
and Own Debentures” and “Income from Transactions Involving Treasury Stock and Own Debentures” captions, respecti-
vely, in the consolidated statement of income (see Notes 13 and 24). 

Lastly, in 2002 the Parent Company sold 650,000 shares of treasury stock, relating to own shares not assigned to the
incentive plans, to BBVA at an average cost of €24.61 (see Note 13). On the same date an equity swap contract was arran-
ged with this bank, the notional amount of which are these 650,000 shares of the Parent Company at €24.61/share, which
expires on July 24, 2004, at which time the result of this transaction will be settled in cash. Since the risks inherent to the
fluctuations in the market value of this treasury stock (upwards or downwards) with respect to the previous share price and
the economic rights (dividends) continue to correspond to the Parent Company, this transaction was recorded for the rela-
ted notional amount (to reflect the rights and obligations under this contract) under the “Long-Term Investments” and
“Long-Term Debt – Other Payables” captions in the accompanying consolidated balance sheet, and, accordingly, these
long-term investments are valued as treasury stock. The financial institution obtains interest on the transaction, based on
the notional amount, through the expiration thereof, and the Parent Company records this interest as a financial expense
on an accrual basis. Based on the market value of the shares at 2002 year-end, the Parent Company recovered €137 thou-
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sand of the allowance recorded, and this amount was recorded under the “Gains on Transactions Involving Treasury Stock
and Own Debentures” caption in the consolidated statement of income (see Note 8).

g) Consolidation goodwill

Management of the Gamesa Group amortizes goodwill arising in the acquisition of holdings in companies and assigned to
expectations of future income over the estimated period over which it is expected to contribute to the generation of income,
up to a maximum period of 20 years. At each year-end, management of the Parent Company reassess this situation and, in
the event of a worsening of the recovery expectations relating to any item of goodwill, the latter is written-off in full with a
charge to income. 

The period goodwill amortization expense is recorded under the “Amortization of Consolidation Goodwill” caption in the
accompanying consolidated statement of income. 

However, the acquisition of a 30% holding in Gamesa Energía, S.A. in June 2000 gave rise to goodwill of €107,882 thou-
sand, for which Gamesa estimates, in accordance with the aforementioned method, a recovery period of ten years. However,
taking a stance of utmost prudence, this goodwill was amortized in full against reserves (additional paid-in capital). 

h) Inventory valuation

Inventories of raw materials and other supplies, work-in-process and finished goods are mainly valued at the lower of ave-
rage acquisition or production cost or market.

Merchandise is generally recorded at the lower of latest invoice price or market, which does not differ significantly from FIFO
cost.

From 2002 the fixed assets (basically wind generators, plant, civil engineering work and start-up and preoperating expen-
ses) of the wind-powered facilities earmarked for sale that are included in the scope of consolidation of the Gamesa Group
are classified as inventories and are valued in the same way as other inventories (see Note 3-e). These fixed assets remain
under this caption until the wind-powered facilities to which they are assigned are effectively sold. 

Also, when the wind-powered facility earmarked for sale has been in operation for, on average, over one year and there are
no third-party purchase commitment therefor, purchase option granted, etc., the fixed assets assigned thereto are transfe-
rred from this caption to the “Tangible Fixed Assets” caption.

Sales of wind-powered facilities whose fixed assets are classified as inventories are recorded under the “Net Sales” caption
for the sum of the share price of the wind-powered facility plus the amount of the net debt assigned to the wind-powered
facilities and, at the same time, the inventories are retired with a charge to the “Decrease in Finished Goods and Work-in-
Process Inventories” caption in the accompanying consolidated statement of income. The difference between the two
amounts represents the operating income or loss obtained on the sale (see Note 3-e-i).

Also, when wind-powered facilities classified as “Fixed Assets” are sold, these fixed assets are retired and the gains or los-
ses obtained are recognized as extraordinary income or losses, as appropriate, under the “Gains on Fixed Assets” or “Losses
on Fixed Assets” captions. 

Work-in-process inventories relating to wind generator sale contracts entered into by Gamesa Eólica, S.A. and its subsidia-
ries are valued by applying the percentage-of-completion method, whereby the income is defined as the result of recogni-
zing the margin on each wind generator basically on the basis of the actual costs incurred with respect to the total costs to
be incurred until the wind generator has been installed and made available to the customer for its entry into service. This
valuation method is used by the Group for all the wind generators which have been completed as of December 31, which
have been assigned to a specific contract in which all the obligations and conditions of the transaction are specified and the
selling price established, and for which there is no foreseeable risk of the transaction being cancelled. When a final loss is
projected for a particular wind-powered facility, such loss is recorded in full as soon as it becomes known. Customer advan-
ces arising from prebillings made pursuant to each contract by the subsidiary Gamesa Eólica, S.A. in relation to work-in-pro-
cess to which the percentage-of-completion method has been applied are recorded as a reduction of the “Inventories” cap-
tion (see Notes 3-b and 10). When sales are recognized, these billings are written off with a credit to the “Net Sales” cap-
tion, and the related accrued costs recorded as work-in-process are written off with a charge to the “Materials Used in
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Operations and Other External Expenses” caption in the consolidated statement of income. Also, the percentage-of-com-
pletion method is applied by the Gamesa Group to inventories relating to civil engineering work-in-process.  
Obsolete, defective or slow-moving inventories have generally been reduced to realizable value.

i) Allowance for bad debts

The allowance for bad debts is generally determined on the basis of an itemized analysis of the economic and financial situa-
tion of each of the customers of the consolidated companies and of the estimated amount of uncollectable receivables.

j) Deferred revenues

This caption includes mainly subsidies obtained but not yet credited to income by Gamesa Producciones Aeronáuticas,
S.A. and Gamesa Desarrollos Aeronáuticos, S.A. for various projects. 

The capital subsidies granted by government agencies are recorded in the year in which they are granted, and are allo-
cated to income, starting when depreciation of the subsidized assets commences, on a straight-line basis over a period
similar to the useful life of these assets (see Notes 4-a, 4-b, 4-c, 6 and 7). Approximately €833 thousand were taken to
the accompanying 2002 consolidated statement of income in this connection, and this amount is recorded under the
"Capital Subsidies Transferred to Income for the Year” caption. 

Operating subsidies are taken to income in the year in which they are granted. €2,183 thousand were recorded in this
connection in the accompanying 2002 consolidated statement of income (of which €1,090 thousand relate to the aero-
nautical line of business), and this amount is recorded under the “Other Operating Revenues” caption. 

k) Provisions for contingencies and expenses

This caption includes the provisions for third-party liability recorded to cover possible losses vis-à-vis third parties arising
from litigation, guarantees and other contingencies, mainly warranties relating to sales of wind generators in the first two
years basically from the start-up period and for the aeronautical program ERJ –145/135, which might give rise to contin-
gencies for the companies (see Note 21).

The period provision for warranties is recorded with a charge to the “Variation in Operating Allowances “ caption in the con-
solidated statement of income and is estimated on the basis of historical experience and the expected future expenses to
be incurred.

l) Classification of debt

Long and short-term debts are classified according to the date of maturity, disposal or repayment. Accordingly, debts matu-
ring at over 12 months from the balance-sheet date are classified as long-term debt, except in the case described below.

Loans and credits for wind-powered facilities earmarked for sale are classified at short or long-term based on the date envi-
saged for the sale of the wind-powered facility, since this sale, which is carried out through the sale of the shares of the cor-
poration in which these wind-powered facilities are legally structured, involves the exclusion from the scope of consolidation
of all the related assets and liabilities. Accordingly, regardless of the repayment schedule which contractually relates to this
financing, the total amount of the financing assigned to the wind-powered facilities that will forseeably be sold in under 12
months from the date of the balance sheet is classified at short term (see Note 14).

m) Corporate income tax

In 2002 Gamesa Corporación Tecnológica, S.A., the Parent Company, and certain subsidiaries located in the Basque
Country subject to Álava corporate income tax legislation filed for the first time corporate income tax returns under the
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special consolidated tax regime pursuant to Álava Corporate Income Tax Regulation 24/1996. The companies taxed
under this special regime apply the methods provided for by the ICAC Resolution of October 9, 1997, in recording the
accounting effects of the tax consolidation (see Note 17).

Under current legislation, the expense for corporate income tax of each year is calculated on the basis of book inco-
me before taxes, increased or decreased, as appropriate, by the permanent differences from taxable income, which
are deemed to be differences that will not reverse in subsequent periods, net of tax relief and tax credits, excluding
tax withholdings and prepayments (see Note 17).

The tax asset arising from tax credits and relief to be taken in the future is recognized for accounting purposes provi-
ded that its future effective recovery is deemed to be reasonably ensured (see Note 3-e-ii).

n) Severance costs

Under current labor legislations, the consolidated companies are required to pay severance to employees terminated under cer-
tain conditions.

The Company’s directors do not expect any significant terminations to arise in the future and, accordingly, no provision was recor-
ded in this connection in the accompanying consolidated balance sheet.

ñ) Commitments to employees

On October 6, 2000, the Shareholders’ Meeting of the Parent Company approved the “Incentive Plan for Board
Members and Company and Subsidiary Employees”. Based on this decision, it was agreed that the Incentive Plan
would be implemented progressively through the approval of the following phases.

As of December 31, 2002, Phases I and II of this Incentive Plan were established with the following features:

■ Phase I: a number of stock options was established for a maximum of 90 Group executives and a maximum of 570,000
options. The specific number of options corresponding to each beneficiary depends on the fulfillment of certain condi-
tions relating to the period from 2001 to 2003 and to the market price of the Company’s shares at the end of the period,
the degree to which the Strategic Plans of the Parent Company and the subsidiary employing the executive are met and
the extent to which the annual targets of the beneficiary are met. The number of options that will correspond to each exe-
cutive will be calculated by multiplying the number of options obtained by the difference between the market price of the
share as of December 31, 2003, and €24.50, divided by the share market price at that date. 

■ Phase II: a number of stock options was established for a maximum of 45 Group directors and executives and a
maximum of 810,999 options. The exercise of the options is subject to the individual annual targets of the benefi-
ciaries being met during the period from 2001 to 2003. The number of shares that will correspond to each benefi-
ciary will be calculated by multiplying the number of options obtained by the difference between the value of the
share as of December 31, 2003, and €12.6, divided by the share market price at that date (see Note 4-f).

In both phases, the options will be settled at the end of the period through the delivery of the related equivalent number of
shares for no economic consideration of any kind.

To cater for Phase II of the Incentive Plan, the Parent Company has locked 811,000 shares of treasury stock at €12.6 per
share, for a total amount of €10,218 thousand, which will be used, on the one hand, to deliver to the beneficiaries the sha-
res obtained on the basis of the foregoing, and on the other, as a hedge. The remaining shares will be sold at that date so
that the gain obtained offsets exactly the cost of the shares delivered. Accordingly, these shares of treasury stock are acting
as a hedging instrument to offset the cost, if any, of this Incentive Plan and, accordingly, no provision was recorded in this
connection (see Notes 4-f and 13). 

Lastly, as regards Phase I, since the market price of the shares at year-end was lower than €24.5, signifying that no options
would derive from this phase, as of December 31, 2002, no provision was required in this connection. 

The Parent Company will bear in full such costs as may arise as a result of these Incentive Plans (both the cost relating to
its employees and that of the executives of the subsidiaries). 
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o) Foreign currency transactions

Receivables and payables denominated in foreign currencies are translated to euros at the exchange rates ruling at
the transaction date, and are adjusted at year-end to the exchange rates then prevailing. However, the exchange rates
set in the related hedging contracts were used for the translation of transactions in U.S. dollars carried out by certain
companies in the aeronautical line of business (see Note 20).  

Exchange differences arising on adjustment of unhedged foreign currency accounts receivable and payable to year-
end exchange rates are classified by due date and currency, and for this purpose currencies which, although different,
are officially convertible are grouped together. 

The positive net differences in each group of currencies are recorded under the "Deferred Revenues" caption on the
liability side of the consolidated balance sheet. The negative differences in each group are charged to income. 

p) Recognition of revenues and expenses

Revenues and expenses are recognized on an accrual basis, i.e. when the actual flow of the related goods and servi-
ces occurs, regardless of when the resulting monetary or financial flow arises.

However, in accordance with the accounting principle of prudence, only realized income at year-end is recorded, whe-
reas foreseeable contingencies and losses, including possible losses, are recorded as soon as they become known.

The proposed distribution of 2002 net income that the Board of Directors of Gamesa Corporación Tecnológica, S.A. (the Parent
Company of the Gamesa Group) will submit for approval by the Shareholders’ Meeting is as follows: 

5. Distribution of income

Thousands of Euros

Basis of distribution:

Income for the year 19,524

Distribution to:

Legal reserve 98

Voluntary reserves 19,426

TOTAL 19,524
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COST:
Research and development expenses 219,979 32,270 (5,727) - (2,922) 243,600
Administrative concessions 6,828 487 (1,347) - (5,547) 421
Intellectual property 134 1 - 24 - 159
Leasehold assignment rights - 164 - - - 164
Computer software 7,999 1,277 (72) 68 (5) 9,267
Rights on leased assets 6,094 - - 312 (47) 6,359

TOTAL COST 241,034 34,199 (7,146) 404 (8,521) 259,970

ACCUMULATED AMORTIZATION:
Research and development expenses (72,444) (3,100) 378 - 33 (75,133)
Administrative concessions (711) (193) 21 - 880 (3)
Intellectual property (134) (8) - - - (142)
Computer software (2,435) (724) 9 (16) 8 (3,158)
Rights on leased assets (1,170) (701) - 35 23 (1,813)

TOTAL ACCUMULATED  AMORTIZATION (76,894) (4,726) 408 19 944 (80,249)

Allowance for decline in value (9,015) - - - - (9,015)

TOTAL, NET 155,125 29,473 (6,738) 423 (7,577) 170,706

The detail of the intangible assets, by line of business, as of December 31, 2002, is as follows:

The intangible assets of the subsidiary Gamesa Producciones Aeronaútica, S.A. include research and investigation expenses assig-
ned to the development of the SJ-30 program.  When the tools and prototypes relating to this program had been fully developed in
2001, due to differences of opinion with the contracting company, it was agreed that this subsidiary would not mass produce the
aeronautical components, which gave rise to litigation between the two companies in relation to the transfer price of the assets
assigned to this program. On March 10, 2003, the two parties entered into an agreement to resolve this litigation, whereby Gamesa
Producciones Aeronáuticas, S.A. will transfer the assets assigned to this program for a maximum of US$ 7.5 million. These fixed
assets are recorded for accounting purposes for €16.2 million (net book values of €14,837 thousand and €1,419 thousand for
intangible assets and tangible fixed assets, respectively) and an allowance of €9,015 thousand was recorded (see Note 7).

The main addition to the balance of the “Research and Development Expenses” caption was due to the development of aeronauti-
cal projects amounting to approximately €24,677 thousand, and the remainder relates mainly to the business activity of Gamesa
Eólica, S.A. (basically development of new models of wind generators and optimization of the yield of their various components).

The variations in 2002 in intangible asset accounts and in the related accumulated amortization were as follows:

6. Intangible assets

Thousands of Euros

Thousands of Euros

Balance at
12/31/01

Total, NetAllowance for
Decline in Value

Accumulated
AmortizationHistorical Cost

Balance at
12/31/02

Additions /
(Provisions)

(Note 24)

Retirements
(Note 24)

Transfers
(Notes 3-e, 7

and 24)

Variations in
the Scope of
Consolidation

(Note 24)

- Energy 27,926 (7,035) - 20,891
- Aeronautical 231,830 (73,094) (9,015) 149,721
- Other 214 (120) -   94

TOTAL 259,970 (80,249) (9,015) 170,706
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The net balance as of December 31, 2002, of the “Research and Development Expenses” assigned to the aeronautical line of busi-
ness amounted to approximately €143,770 thousand. These expenses relate to the S-92, ERJ/145XR, ERJ/170 and A-380 pro-
jects. The production of ERJ/145XR and ERJ/170 projects has commenced at the end of 2002. Production of the other projects will
foreeseably commence in 2003-2004.

As of December 31, 2002, the total costs incurred and investments made, net of the related accumulated amortization, in aero-
nautical industry projects, which are recorded under the “Fixed and Other Noncurrent Assets” caption (see Notes 1, 4-a, 4-b, 4-c,
7 and 21 and the Exhibit) on the asset side of the accompanying consolidated balance sheet, amounted to approximately €231,762
thousand, of which approximately €89,960 thousand relate to projects in which the production phase has not yet started (amorti-
zation will start to be taken when production commences) but will foreseeably commence in 2003 and 2004. 

The variations in 2002 in tangible fixed asset accounts and in the related accumulated depreciation were as follows:

The GAMESA Group is leasing the following assets:

COST:
Land and structures 60,605 2,618 (1,219) 354 (3,745) 58,613
Plant and machinery 488,014 17,331 (1,052) 228 (378,805) 125,716
Other tangible fixed assets 96,656 25,385 (3,041) 4,059 (161) 122,898
Construction in progress 4,269 6,130 (183) - (4,391) 5,825

TOTAL COST 649,544 51,464 (5,495) 4,641 (387,102) 313,052

ACCUMULATED DEPRECIATION:
Structures (39,075) (5,528) 547 (99) (55) (44,210)
Plant and machinery (65,612) (38,976) 247 (133) 58,365 (46,109)
Other tangible fixed assets (14,657) (6,607) 726 (1,020) 105 (21,453)

TOTAL ACCUMULATED DEPRECIATION (119,344) (51,111) 1,520 (1,252) 58,415 (111,772)

Allowance for decline in value (205) - - - - (205)

TOTAL, NET 529,995 353 (3,975) 3,389 (328,687) 201,075

Thousands of Euros

Balance at
12/31/01

Balance at
12/31/02

Retirements
(Note 24)

Variations in
the Scope of
Consolidation

(Note 24)

Transfers
(Notes 3-e, 6

and 24)

Additions /
(Provisions)

(Note 24)

G. Eólica industrial
building, Pamplona 3,124 533 120 78 1,428 395 2,280
Computer hardware 424 9 60 38 218 104 119
Machinery 2,719 52 60 36 1,137 600 1,637
Transport equipment 92 - 60 24 75 21 32

6,359 594 2,858 1,120 4,068

Thousands of Euros

Original Cost of
the Asset
(Including

Purchase Option)

Asset
2002
Lease

Payments 

Lease
Payments

Outstanding
(Note 14)

Average
Contract

Term (Lease
Payments)

Period
Elapsed
(Lease

Payments)

Prior Years’
Lease

Payments

Value of
Purchase

Option

7. Tangible fixed assets
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The detail of the tangible fixed assets, by line of business, as of December 31, 2002, is as follows:

The detail of the depreciation expense is as follows:

(*) Relating to S.E. La Plana, S.A. and to S.E. Mañón Ortigueira, S.A. See Exhibit.

As indicated in Notes 4-c and 13, certain consolidated companies revalued their tangible fixed assets pursuant to the Asset
Revaluation 1983 Budget Law, Álava Regulation 4/1997 and Álava Regulation 42/1990.

The subsidiaries Gamesa Producciones Aeronáuticas, S.A., Gamesa Desarrollos Aeronáuticos, S.A. and Echesa, S.A. have mort-
gaged certain of their tangible fixed assets as security for loans, for a net book value of approximately €9,180 thousand, €2,788
thousand and €2,479 thousand, respectively, received from various financial institutions (see Note 14). 

The main period additions were due to the acquisition by the subsidiaries composing the Gamesa Eólica, S.A. subgroup of new
plant and machinery required for the manufacture of wind generators and the construction of new plants adapted to this manufac-
turing process. This wind power subgroup invested approximately €21,259 thousand in this connection. Also, the subsidiaries ope-
rating in the aeronautical industry invested approximately €19,903 thousand, basically in new plant and tools enable them to carry
on the production activities relating to new aeronautical projects.

Approximately €52,400 thousand of tangible fixed assets had been fully depreciated and were still in use as of December 31, 2002,
relating mostly to tools, furniture and plant for past aeronautical projects (approximately €34,600 thousand) and molds and tools for
the manufacture of wind generators.

The Gamesa Group takes out insurance policies to adequately insure its fixed assets. Additionally, Gamesa Eólica, S.A. has taken
out insurance policies to cover wind generators at the assembly phase and throughout the two-year warranty period. 

Thousands of Euros

Total, NetAllowance for
Decline in Value

Accumulated
DepreciationHistorical Cost

- Energy
- Wind powered facilities (*) 28,123 (8,520) - 19,603
- Manufacture of wind generators and civil engineering work 118,894 (46,063) - 72,831

147,017 (54,583) - 92,434

- Aeronautical 158,852 (53,645) (205) 105,002

- Other 7,183 (3,544) - 3,639

TOTAL 313,052 (111,772) (205) 201,075

Thousands of Euros

- Energy (41,622)
- Aeronautical (8,998)
- Other (491)

TOTAL (51,111)
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The variations in the “Long-Term Investments” accounts in 2002 were as follows:

Other loans

■ In 1999, prior to the admission to listing of its shares the Parent Company sold 50% of its holding in Promoauto
Desarrollo Automoción, S.A. to MCC.  The agreement entered into for this sale stipulated that the subsidiary of
Promoauto Desarrollo Automoción, S.A., CRAFMSA (an Argentine company), was not included in the valuation for the
purpose of the price agreed on with MCC and that, should it be sold, the Parent Company would receive from MCC
the amount corresponding to it. Accordingly, the Parent Company has recognized an account receivable of approxi-
mately €4,808 thousand relating to the underlying book value of this company as of the agreement date, which, in
accordance with the accounting principle of prudence, was not recorded as revenue, and, since then, a provision for
this amount has been recorded under the “Provisions for Contingencies and Expenses” caption (see Note 21) until the
related amount is realized. 

■ On July 2, 2001, the Parent Company sold 650,000 shares of treasury stock to BBVA at their cost value of €24.6 per
share. An Equity Swap contract was then entered into with BBVA, whereby, once the underlying asset had been esta-
blished as 650,000 shares of the Parent Company, the Parent Company undertook to pay or collect at the final set-
tlement date the positive or negative difference arising between the final price of the share and €24.61. The swap expi-
res on July 5, 2004, and the final settlement date is three working days afterwards. The final price established will be
the arithmetic mean of the swap prices exercisable by BBVA during the 26 trading sessions prior to the final settle-
ment date based on the daily trading volume. If the share price falls, the payor will be the Parent Company, and if it
rises, the payor will be BBVA. Provisions totaling €5,850 thousand had been recorded in this connection as of
December 31, 2002 (see Notes 4-f and 21). 

Investments in companies accounted for by the equity method 

The detail is as follows:

8. Long-term investments

Company % of Direct or Thousands of Euros
Indirect Ownership

Gerr Grupo Energético XXI, S.A. 50% 153

Urgeban, S.A. 40% 120

Siglo XXI Solar, S.A. 20% 20

Eólica Da Cadeira, S.A. 33% 20

313

Investments in companies accounted for
by the equity method 436 (91) (32) 313

Long-term investment securities 622 1,353 91 (241) 1,825
Other loans 22,290 16 - (151) 22,155
Deposits and guarantees 760 243 - - 1,003
Allowances (6,247) (104) - 378 (5,973)

TOTAL 17,861 1,508 - (46) 19,323

Thousands of Euros

Balance at
12/31/01

Balance at
12/31/02

Additions
(Note 24)

Transfers
Retirements

(Note 24)
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The detail of this caption in the accompanying consolidated balance sheet as of December 31, 2002, is as follows:

11. Other accounts receivable

10. Inventories

Thousands of Euros

Sundry accounts receivable 1,332
Employee receivables 392
Taxes receivable (Note 17) 97,195

TOTAL 98,919

The variations in 2002 in the balance of these captions in the accompanying consolidated balance sheet were as follows (see Notes 3-
e, 4-g and 24):

The detail of this caption in the accompanying consolidated balance sheet as of December 31, 2002, is as follows:

The customers advances received during the manufacture of wind generators are transferred from the “Trade Accounts Payable” cap-
tion to the “Inventories” caption for wind generators to which the percentage-of-completion method was applied, for the lower of the total
amount advanced or the book value of the wind generators. 

Thousands of Euros

TotalAeronautical OtherRenewable
Energies

Merchandise 37 - 1,608 1,645
Raw materials and other supplies 59,920 102,476 - 162,396
Work-in-process and finished goods

- Wind powered facilities (Notes 3-e, 4-h, 4-l and 14) 379,213 - - 379,213
- Other 108,404 7,546 - 115,950

487,617 7,546 - 495,163
Advances to suppliers 2,737 334 - 3,071
Customer advances (Notes 3-b and 4-h) (7,794) - - (7,794)

TOTAL 542,517 110,356 1,608 654,481

Allowance for decline in value (880) - (370) (1,250)

NET BALANCE 541,637 110,356 1,238 653,231

Thousands of Euros

Balance at December 31, 2001 256,316

Add– Changes in the percentage of ownership

and inclusion of new   companies (Note 3-e-ii) 57,975

Less–Amortization expense (15,795)

BALANCE AT DECEMBER 31, 2002 298,496

The breakdown of this caption in the accompanying consolidated balance sheet is as follows:

9. Consolidation goodwill

Thousands of Euros

NetAccumulated
AmortizationGross AmountCompany

Gamesa Eólica, S.A. 306,455 15,907 290,548
Echesa, S.A. 5,899 983 4,916
Sistemas Energéticos Mañón Ortigueira, S.A. 597 266 331
Sistemas Energéticos La Muela, S.A. 358 159 199
Getysa, S.A.U. 2,634 132 2,502

315,943 17,447 298,496
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The detail of this caption in the accompanying consolidated balance sheet as of December 31, 2002, is as follows:

The short-term investment securities relate mainly to the amounts held by the Gamesa Eólica, S.A., Gamesa Energía, S.A. and the Energy
Systems Division (wind-powered facilities) in eurodeposits and government debt securities maturing in January 2003, which earn avera-
ge interest at market rates and are reinvested on maturity in similar assets. The short-term investments assigned to wind-powered faci-
lities (approximately €35,638 thousand) also cover the guarantee reserve provided for in the contracts for the loans and credits granted
to them by financial institutions (see Note 14).

Two deposits of US$1.5 million each are included under the “Deposits and Guarantees Given” caption which were provided by the Parent
Company as security for a guarantee provided in prior years for a former Group company (see Note 21).

12. Short-term investments

The variations in equity accounts in 2002 were as follows:

13. Shareholders’ equity

Thousands of Euros

Short-term investment securities 128,598

Deposits and guarantees given 4,699

TOTAL 133,297

■ Capital stock

The capital stock of Gamesa Corporación Tecnológica, S.A. as of December 31, 2002, amounted to approximately €40,550
thousand, represented by book entries, and consisted of 81,099,968 fully subscribed and paid common registered shares
of €0.5 par value each. 

As of December 31, 2002, the shareholder structure of the Parent Company and the related ownership interests were as
follows (see Note 16):

Balance at December 31,  2001 40,550 48,910 7,305 1,139 5,017 1 12,655 78,829 404 62,062

Distribution of 2001 income - - 707 - 6,367 - - 54,988 - (62,062)

Acquisition of treasury stock  (Note 4-f) - - - - (951) - 951 - - -

Provision for treasury stock  (Note 4-f) - - - - 473 - - - - -

Variation in translation differences at subsidiaries - - - - - - - - (1,044) -

Income for the year - - - - - - - - - 135,610

Balance at December 31,  2002 40,550 48,910 8,012 1,139 10,906 1 13,606 133,817 (640) 135,610

Thousands of Euros

Capital 
Stock

Euro
Adjustment

Reserve

Reserve
for

Treasury
Stock

Income 
for the
Year

Translation
Differences

Reserves at
Consolidated
Companies

Additional
Paid-In
Capital

Legal 
Reserve

Other
Reserves

Revaluation
Reserve

% of Ownership

Corporación IBV, Servicios y Tecnologías, S.A. 37.78%
Nefinsa, S.A. 21.28%
Mecanizaciones  Numéricas, S.A. (MECANUSA) 3.93%
Other (*) 37.01%

100%

(*) All with an ownership interest of less than 10%.
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■ Revaluation reserve Álava Regulation 4/1997

The balance of the “Revaluation Reserve Álava Regulation 4/1997” account, which includes the net effect of the asset reva-
luation approved by Álava Regulation 4/1997, of which the Parent Company availed itself, is restricted and cannot be dis-
tributed unless the related taxes are paid. The period for reviewing the accounts is five years from the date of the balance
sheets reflecting the revaluation. Thereafter, or once the balance of these accounts has been reviewed, the applicable legis-
lation establishes that this balance can be used to offset recorded losses or to increase capital, or can be taken to restric-
ted reserves. 

This period for reviewing the accounts elapsed after the date of preparation of these financial statements.

The account can be converted into capital at one or several times once accumulated losses have been eliminated.
Simultaneously, the legal reserve can be increased by up to 20% of the increased capital stock amount. 

■ Additional paid-in capital

The additional paid-in capital relates in full to the Parent Company.

The revised Corporations Law expressly permits the use of the additional paid-in capital balance to increase capital and
establishes no specific restrictions as to its use.

■ Legal reserve

The additional paid-in capital relates in full to the Parent Company.

Under the revised Corporations Law, 10% of income for each year must be transferred to the legal reserve until the balan-
ce of this reserve reaches at least 20% of capital stock.

The legal reserve can be used to increase capital provided that the remaining reserve balance does not fall below 10% of
the increased capital stock amount. Otherwise, until the legal reserve exceeds 20% of capital stock, it can only be used to
offset losses, provided that sufficient other reserves are not available for this purpose.

■ Treasury stock

In May 2002 the Special Shareholders’ Meeting authorized the acquisition of shares issued by the Parent Company, up to
5% of its capital stock, (see Note 4-f). 

The detail of the treasury stock held as of December 31, 2002, is as follows:

The Parent Company is listed on the Madrid, Barcelona, Valencia and Bilbao Stock Exchanges and its shares have been traded
on the Spanish computerized trading system (continuous market) since October 31, 2000.

Thousands of Euros

Net Value
Allowance for

decline in Value
(*)

Gross Cost

Shares to cover stock option plans 10,218 - 10,218
Other shares of treasury stock 11,488 (8,100) 3,388

21,706 (8,100) 13,606

(*) Of this amount €5,658 thousand relate to the difference between the market value and the consoli-
dated underlying book value which, in accordance with accounting principles, was recorded with a
charge to voluntary reserves (see Note 4-f).
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■ Reserves at consolidated companies

The detail of the reserves at consolidated companies (see Note 2) as of December 31, 2002, is as follows:

No. of Shares Thousands of Euros

Other Shares
Shares to Cover

Stock Option
Plans (Note 4-ñ)

Other Shares
Shares to Cover

Stock Option
Plans (Note 4-ñ)

Balance at December 31, 2001 811,000 556,478 10,218 2,437 (*)
Acquisitions (Note 24) - 149,400 - 2,617
Disposals (Note 24) - (125,822) - (2,529)
Allowance for decline in value (Note 4-f) - - - 863

Balance at December 31, 2002 811,000 580,056 10,218 3,388

Company Thousands of Euros

Other reserves of the Parent Company 16,651

Gamesa Energía, S.A. and subsidiaries 72,077

Gamesa Producciones Aeronáuticas, S.A. 11,878

Gamesa Aeronáutica, S.A. and subsidiaries 31,022

Gamesa Industrial Aut., S.A. 827

Fibertecnic, S.A. 1,121

Componentes Aeronáuticos, S.A. (5)

Aeromac, S.A. 259

Gamesa Componentes Aeronáuticos, S.A. (127)

Cametor, S.L. 114

TOTAL 133,817

Thousands of Euros

Legal reserve 19,073

Asset revaluation Álava Regulation 42/1990 2,001

TOTAL 21,074

(*) Including an allowance for the decline in value of other shares of €8,693 thousand. 

The detail of the treasury stock held as of December 31, 2002, and of the variations therein in 2002 is as follows:

As of December 31, 2002, the related restricted reserve for treasury stock had been recorded for the net amount of all the sha-
res of Gamesa Corporación Tecnológica, S.A. held at that date.

As of December 31, 2002, the balance sheets of the consolidated Group companies included the following amounts relating to
restricted reserves:

The companies, including the Parent Company, at which the start-up expenses (see Note 4-a) and research and development
expenses (see Note 6) have not been fully amortized are prohibited from distributing income unless the amount of unrestricted
reserves is at least equal to the amount of the unamortized balances of these expenses. 

The “Asset Revaluation Álava Regulation 42/1990" account (certain consolidated subsidiaries availed themselves of the possibi-
lity of revaluing their assets pursuant to Álava Regulation 42/1998) is restricted and cannot be distributed unless the related taxes
are paid. This account, pursuant to the related legislation, must be used to eliminate book losses or to increase capital stock or
be appropriated to restricted reserves. 
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■ Contribution to income of the consolidated companies

The detail of the contribution by the consolidated companies to the Group’s consolidated income is as follows:

Company Thousands of Euros

Income of the Parent Company 19,524

Consolidation adjustments (*) (20,204)

Consolidated companies:

Gamesa Energía, S.A. and subsidiaries (consolidated) 116,421

Gamesa Producciones Aeronáuticas, S.A. 2,004

Gamesa Aeronáutica, S.A. and subsidiaries (consolidated) 19,095

Gamesa Industrial Aut., S.A. 649

Fibertecnic, S.A. 82

Coasa, Componentes Aeronáuticos, S.A. (2,707)

Aeromac, S.A. 545

Gamesa Componentes Aeronáuticos, S.A. (132)

Cametor, S.L. 621

Getysa, S.A.U. and subsidiary (consolidated) (288)

TOTAL 135,610

(*) Relating basically to the elimination of dividends received.

14. Payable to credit institutions

By business line
- Energy

- Wind powered facilities
- classified as inventories (Notes 4-l and 10) 287,556 - 287,556
- classified as fixed assets (Note 7) 1,487 9,042 10,529

- Manufacture of wind generators and the development
and construction of wind-powered facilities 204,829 242,683 447,512

493,872 251,725 745,597
- Aeronautical 134,832 60,412 195,244
- Other 3,371 44,227 47,598

TOTAL 632,075 356,364 988,439

By type 
-  Mortgage loans 1,227 10,532 11,759
-  Project financing for wind-powered facilities 289,043 9,042 298,085
-  Personal loans 90,001 92 90,093
-  Syndicated loan 129,784 71,742 201,526
-  Syndicated credit facilities and associated credit lines - 34,577 34,577
-  Credit accounts 117,715 227,377 345,092
-  Financial leases (Note 6) 1,066 3,002 4,068
-  Interest payable 2,974 - 2,974
-  Discounted drafts 265 - 265

TOTAL 632,075 356,364 988,439

Thousands of Euros

Short Term Long Term Total

The detail of the balance of this caption in the accompanying consolidated balance sheet as of December 31, 2002, is as follows:

The Gamesa Group’s financial debt bears average annual interest basically tied to Euribor plus a market spread.
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Mortgage loans

The balances of the "Mortgage Loans" account in the foregoing table were granted to Gamesa Producciones Aeronáuticas, S.A.
(see Note 2), Gamesa Desarrollos Aeronáuticos, S.A. and Echesa, S.A., and their final maturities are in 2015, 2016 and 2011,
respectively. As security, the aforementioned consolidated subsidiaries have mortgaged certain of their tangible fixed assets (see
Note 7).

Project financing for wind-powered facilities

This financing is structured for each individual wind-powered facility as Project Financing and is provided for periods of
10 - 12 years, with repayments payable throughout the established term, albeit with grace periods of one or two years.
However, as indicated in Note 4-l, in the consolidated balance sheet the classification of this financing between short
and long term is not based on maturity, but rather on the date foreseen for the sale of the wind-powered facility. The
total amount of the debt assigned to the wind-powered facilities that will foreseeably be sold in under one year is recor-
ded at short term. Of the total payables to credit institutions for wind-powered facilities classified at short term, appro-
ximately €246,162 thousand relate to debts maturing at long term per the related contracts.

For these loans, which are generally syndicated loans, a “Debt Principal Servicing Annual Coverage Ratio”, normally
measured in general terms as the “gross cash flow” or “net cash” (collections minus payments) generated in the year,
divided by the sum of the loan repayments and the interest payable on the loan in that year, must be maintained at all
times. There is a pledge contract on the shares of each wind-powered facility securing the project financing assigned
thereto. The loans bear interest generally tied to Euribor plus a market spread. However, in order to reduce exposure to
interest rate fluctuations, derivatives (IRS’s and collars) are arranged with financial institutions to fix the interest rates.
As of December 31, 2002, €175,139 thousand of these hedged loans had matured and will be repaid largely between
2003 and 2014, the interest on which was set in a band ranging from a 4.5% to 6%. In any event, as a result of the
request for a ruling submitted by the Company, for accounting purposes all debts maturing at long term relating to the
wind-powered facilities that will be sold at short term were reclassified to short term. 

Syndicated loan

On June 26, 2002, the subsidiary Gamesa Eólica, S.A. arranged a syndicated loan, with a limit of approximately
€286,969 thousand, with a syndicate of credit institutions for which BBVA and Barclays Bank are the related managers,
BBVA being the agent bank, to cover the deferred payment for the acquisition of Gamesa Eólica, S.A. shares from
Vestas Wind Systems A/S (see Note 3-b), and to repay the bridge loan of €143,485 thousand obtained for this purpo-
se on December 20, 2001, which matured on June 26, 2002. Corporación IBV, Servicios y Tecnologías, S.A. is guaran-
teeing the balance of this loan, which is recorded at short term. 

Should the Gamesa Group sell to third parties shareholdings in wind-powered facilities or transfer any right for the cons-
truction thereof, it must use the total amount of the proceeds from the sale or the transfer to repay this loan early, which
purpose Gamesa Energía, S.A. will contribute to Gamesa Eólica, S.A. these funds through a capital increase or the grant
of a subordinated loan. This obligatory early repayment will not be applicable if the installment which matures on
December 31, 2003, has been repaid in full. In this connection, as of December 31, 2002, approximately €13,700 thou-
sand had been repaid early. For the same reason, in January 2003 approximately €100,522 thousand were repaid early,
and this amount was financed by its shareholder with long-term subordinated debt (see Note 3-e-i). The directors con-
sider that there will be further sales of wind-powered facilities at the Gamesa Group in 2003 that will make it necessary
to make the maximum early repayments.

Syndicated credit facilities and associated credit lines

On June 26, 2002, the subsidiary Gamesa Eólica, S.A., in order to cover its working capital requirements, arranged a credit
facility with a limit of approximately €42,272 thousand, and five credit lines associated with the grant of this syndicated cre-
dit facility, with a maximum limit of approximately €27,728 thousand, with the same syndicate of credit institutions as in the
case of the syndicated credit facility. The five credit lines mature on June 30, 2007. 

During the term of this financing, the syndicated credit facilities syndicated credit lines carry certain obligations, inclu-
ding most notably the obligation to maintain certain financial ratios relating to the capacity to generate funds from ope-
rations, to the level of indebtedness and to financial charges. In addition, certain limits are established in addition to the
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15. Minority interests

The variations in 2002 in the “Minority Interests” caption in the accompanying consolidated balance sheet, all of which relate to Gamesa
Energía Subgroup companies, were as follows:

Approximately €9,948 thousand of this balance relate to the minority interests of the wind-powered facilities (see Exhibit).

Maturity Thousands of Euros

2004 56,968
2005 115,982
2006 66,553
2007 79,726
2008 and subsequent years 37,135

TOTAL 356,364

Thousands of Euros

Balance at December 31, 2001 18,265

Variations in the scope of
consolidation (Notes 3-e and 24) (8,493)
Income for the year 2,909
Other variations (Note 24) (*) (1,899)

Balance at December 31, 2002 10,782

assumption of additional debts or obligations and, in the case of the loan, to the distribution of dividends. Also, the
Gamesa Group must retain its current ownership interest in the capital stock of Gamesa Eólica, S.A. The related con-
tracts establish for the Company and for its joint and several guarantor (Gamesa Energía, S.A.) other conditions and
obligations which the directors of Gamesa consider are being met currently and will be met in the future in the normal
course of business. Any breach of the contractual terms and conditions will enable the financial institutions to demand
the early repayment of this financing. 

This syndicated loan, credit facility and credit lines bear interest at market rates tied to Euribor, which are determined on the
basis of certain ratios calculated using the audited consolidated financial statements of Gamesa Eólica, S.A. as of December
31, 2002.

Credit accounts 

The credit facilities held by the Group bear interest tied to Euribor. The short-term credit accounts include credit facilities
with a total granted and undrawn amount of €234,351 thousand.

The detail, by maturity, of the “Long-Term Debt - Payable to Credit Institutions” caption as of December 31, 2002, is as
follows:

(*) Relating basically to dividends distributed by S.E. Moncayo, S.A., S.E. Mas
Garullo, S.A., S.E. Mañón Ortigueira, S.A. and S.E. La Muela, S.A.
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16. Balances with associated and related companies

The breakdown of the balances of the related captions in the accompanying consolidated balance sheet as of December 31, 2002, is
as follows:

At the end of November 2002 the Gamesa Group and Iberdrola Energías Renovables II, S.A. entered into a framework agreement, the
salient features of which are explained in Note 1.

The main balance receivable shown in the foregoing table relates to the account receivable by the subsidiary Gamesa Energía, S.A. from
Eólicas del Sil, S.A.U. (a wholly-owned subsidiary of Iberdrola Energías Renovables II, S.A.) for the sale, at the end of 2002, of its owners-
hip interests in Sistemas Energéticos Candan, S.A. and Sistemas Energéticos Muras, S.A. Of the related amount, which relates to the
last payments to be made prior to July 15, 2003, €42,224 thousand were collected in January 2003. The balance payable to Iberdrola
Energías Renovables II, S.A. relates to the advance delivered by this company under the purchase and sale agreements entered into for
the wind-powered facilities that have not yet been sold (see Note 3-e-ii). 

The balance receivable from Iberdrola, S.A. relates to an account receivable by the subsidiary Siemsa Este, S.A. and its subsidiaries for
commercial transactions because these companies are habitual suppliers of Iberdrola, S.A. Also, the main balances payable shown in
the foregoing table relate to the commissions payable at year-end to Iberdrola, S.A. for the obtainment of contracts by Siemsa Este and
its subsidiaries.

In October 2001 the Gamesa Group entered into a contract with CESA (a GUASCOR Group company related to MECANUSA through
common shareholders – see Note 13) for the supply in the period from 2002 to 2005 of wind generators with a total capacity of 1,000
MW (see Note 1). In 2002 the sales made by Gamesa Eólica, S.A. to CESA amounted to €42,272 thousand.

Lastly, BBVA, S.A., which has a 50% ownership interest in Corporación IBV, Servicios y Tecnologías, S.A. (see Note 13), is one of the
financial institutions with which under normal circumstances the Gamesa Group carries out financial transactions in the course of its busi-
ness (see Notes 8 and 14).

(*) Subsidiaries of Corporación IBV, Servicios y Tecnologías, S.A. (Note 13).
(**) Company with a 50% ownership interest in Corporación IBV, Servicios y Tecnologías, S.A.

(***) Subsidiary of the preceding company.

Balances Balances 
Receivable Payable

Related companies

Promoauto, Desarrollo Automoción, S.A. (*) 5 -

Gameko, Fabricación de Componentes, S.A. (*) 24 62

Iberdrola, S.A. (**) 4,080 643

Iberdrola Energías Renovables II, S.A. (***) - 10,080

Eólicas del Sil, S.A.U. 48,197 -

Amara, S.A. (*) - 157

Other 16 1

TOTAL RELATED AND
ASSOCIATED COMPANIES 52,322 10,943

Thousands of Euros
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17. Tax matters

Thousands of Euros
Balances Receivable Balances Payable

Social security taxes 53 4,372

VAT (*) 46,602 11,085

Tax withholdings and prepayments 725 -

Prepaid income taxes 32,557 -

Personal income tax withholdings - 3,400

Unused recorded tax assets 11,931 -

Corporate income tax - 27,268

Deferred income taxes - 9,870

Other items 5,327 39

TOTAL 97,195 56,034

Thousands of Euros
Income per books before corporate income tax 144,207

Permanent differences (net):

At the individual companies (124,228)

Due to consolidation adjustments 53,825

Timing differences (net):

At the individual companies (5,002)

Due to consolidation adjustments 47,308

Offset of tax losses (2,898)

TAXABLE INCOME 113,212

The permanent tax adjustments arose mainly as a result of the non-inclusion of certain amounts of income pursuant to the special
tax regime for business-promotion companies and to the use of certain provisions that were not tax deductible in the year in which
they were recorded. Also, the Group companies recognized permanent differences as a result of the elimination of dividends distri-
buted among the companies composing the consolidated tax group and the recognition of certain expenses that under the appli-
cable tax legislation were not tax deductible as of December 31, 2002.

The detail of the “Other Accounts Receivable – Taxes Receivable” (see Note 11) and “Other Nontrade Payables – Taxes Payable” (see
Note 3-b) captions in the accompanying consolidated balance sheet as of December 31, 2002, is as follows:

Since 2002 Gamesa Corporación Tecnológica, S.A. and certain of its subsidiaries subject to Álava Corporate Income Tax legislation have
filed their corporate income tax returns under the Special Consolidated Tax Regime. Gamesa Corporación Tecnológica, S.A. is the Parent
Company of the tax group. 

The other consolidated companies file individual tax returns.

The main Group companies generally have the last four years open for review by the tax inspection authorities for the main taxes appli-
cable to them, except for Gamesa Eólica, S.A. and Gamesa Aeronáutica, S.A., which have the years since 1999 open for review for cor-
porate income tax.

The reconciliation of the consolidated income per books to the estimated taxable income for corporate income tax purposes is as follows:

(*) Approximately €26,978 thousand relate to the VAT borne on the acquisition of
capital goods by the wind-powered facilities. 
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Las diferencias temporales tienen su origen, básicamente, en el acogimiento de elementos afectos a actividades de investigación y
desarrollo al beneficio fiscal de libertad de amortización, en el diferente criterio contable y fiscal existente en relación con diversas
provisiones que no tienen la consideración de deducibles en el ejercicio de su dotación, así como en la amortización contable regis-
trada en el ejercicio correspondiente a elementos de inmovilizado en régimen de arrendamiento financiero.

The timing differences arose basically from the accelerated depreciation tax benefit taken on certain assets assigned to R&D pro-
jects, to the different accounting and tax recognition methods applied to certain provisions that were not tax deductible in the year
in which they were recorded, and to the amortization recorded in the year for accounting purposes relating to leased assets.

Under current tax legislation, the tax loss of a given year can be carried forward for offset against the taxable income of the tax
periods ending in the following 15 years. Accordingly, taking into account the estimated 2002 corporate income tax settlement and
the unused tax loss carryforwards generated in prior years (approximately €9,608 thousand), the various Group companies have
approximately €10,770 thousand of tax loss carryforwards available for offset in future years.

In 2002 the Group companies earned domestic double taxation tax credits amounting to approximately  €5,405 thousand and
intend to deduct approximately €2,238 thousand of this amount from their corporate income tax charge. Taking into account the
unused tax credits earned in prior years, the various Group companies have approximately €4,123 thousand of unused tax credits
in this connection that can be used in future years. 

Also, the Group companies have been availing themselves of the business investment tax incentives provided for in current tax legis-
lation. In 2002 the various Group companies earned approximately €16,117 thousand of tax credits in this connection. They intend
to deduct approximately €6,666 thousand of this amount in their corporate income tax return, leaving unused tax credits of appro-
ximately €52,206 thousand that can be taken in future years.

For accounting purposes the Group has recorded deferred tax assets and tax assets for tax loss carryforwards, tax credits and tax
relief provided there is sufficient assurance as to the future realization or use of these assets.

Accordingly, the various Group companies have recorded the following amounts in their respective financial statements (in thou-
sands of euros):

In addition to the guarantee described in Note 21, the Group has provided guarantees of €126,749 thousand to non-Group companies
to secure performance of the contracts involving, mainly, the business activities of the Gamesa Group’s business lines. This amount inclu-
des €115,092 thousand relating to the renewable energy business line, €60,569 thousand of which were provided by the Gamesa Eólica
subgroup as security for the performance of the contracts entered into and €43,832 thousand were provided to government agencies,
mainly in relation to the guarantees required under current legislation for the development and construction of wind-powered facilities.

Also, €1,291 thousand of the aforementioned amount relate to the Parent Company, €8,721 thousand to the aeronautical business line
and the remainder to other Group companies.

The detail, by type, of the guarantees provided by the Gamesa Group is as follows:

The Parent Company Gamesa Corporación Tecnológica, S.A. and the subsidiary Gamesa Energía, S.A. were authorized by the Álava
provincial government to apply the special regime for business-promotion companies provided for in Álava Corporate Income Tax
Regulation 24/1996.

Certain aspects of the current tax regulations relating to the tax benefits of which certain Gamesa Group companies have availed them-
selves have been challenged. However, the Parent Company’s directors do not expect any material liabilities to arise for the Group in the
future in this connection.

18. Guarantee commitments to third parties

Tax Asset Arising in the Year Arising in Prior Years Total

Tax loss carryforwards 60 131 191

Tax credits 9,792 1,948 11,740

9,852 2,079 11,931
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The Parent Company of the Gamesa Group considers that the liabilities not foreseen as of December 31, 2002, that might arise from the
guarantees provided would not be material.

Thousands  of Euros
Financing guarantee 7,603
Business contract guarantee 73,572
Guarantees provided to government agencies 45,574

TOTAL 126,749

19. Directors’ compensation

In 2002 a total amount of approximately €1,039 thousand was earned by the directors of the Parent Company for Board meeting
attendance fees, wages and salaries and other items. Executives who are directors of the companies are included in the incentive
plans described in Note 4-ñ. No advances or loans have been granted to the directors, and there are no pension, life insurance or
other commitments to former or present members of the Board of Directors. 

20. Revenues and expenses

Thousands of Euros %

By market
Spain 830,282 76.1%
Abroad 260,996 23.9%

Total 1,091,278 100.0%

By activity

- Energy
Wind-powered facilities (*) 343,679 31.5%
Manufacture of wind generators 504,736 46.3%

848,415 77.8%

- Aeronautical 235,368 21.6%

- Other 7,495 0.6%

Total 1,091,278 100.0%

■ Net sales 

The breakdown, by market, of the Gamesa Group’s consolidated net ordinary sales in 2002 is as follows:

(*) Of which approximately €241 million relate to the sale of
wind-powered facilities (see Note 3-e).

The Group’s backlog, options and framework contracts for wind generators as of December 31, 2002, amounted to €2,933
million, of which €2,130 million related to the aeronautical division (to be carried out in the period from 2003 to 2004) and €803
million related to the energy division (2003) (see Note 1).
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Thousands of Euros
Energy Aeronautical Total

Purchases 496,726 142,233 638,959

Inventory variation (18,117) (88) (18,205)

TOTAL 478,609 142,145 620,754

■ Procurements

The detail of the “Materials Used in Operations and Other External Expenses” caption is as follows:

Thousands of Euros
Energy Aeronautical Other Total

Wages and salaries 72,446 48,653 3,804 124,903

Employee welfare expenses 19,046 12,713 1,219 32,978

TOTAL 91,492 61,366 5,023 157,881

■ Personnel expenses

The detail of the “Personnel Expenses” caption in the accompanying 2002 consolidated statement of income is as
follows:

■ Extraordinary revenues and expenses

The “Extraordinary Revenues” caption includes mainly the amount indicated in Note 21. The “Extraordinary Expenses” cap-
tion includes basically the costs incurred by the subsidiary Gamesa Producciones Aeronáuticas, S.A. for the termination of
contracts under the 2001 Labor Force Reduction Plan (approximately €1,302 thousand) and the costs incurred by the
Gamesa Eólica subgroup relating to incidents and unanticipated events in the installation of wind generators (approximately
€2,094 thousand).

The “Prior Years’ Revenues and Income” caption includes mainly the reversals of overprovisions recorded in prior years and
the “Prior Years’ Expenses and Losses” caption includes most notably the amount of the VAT tax assessments paid in rela-
tion to the subsidiary Getysa, S.A.U.

Average Number of Employees
Energy Aeronautical Other Total

Managers 58 42 14 114

Supervisors 155 135 15 305

Other employees 2,859 1,623 43 4,525

TOTAL 3,072 1,800 72 4,944

The average number of employees in 2002, by category, was as follows:

As a rule the wind-powered facilities do not have any employees.
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Foreign Currency Thousands of  
(Thousands)) Euros

Purchases
Argentine peso 181 130
Pound sterling 274 449
U.S. dollar (*) 60,215 59,708
Danish krone 67,926 9,145
Mexican peso 6 1
Brazilian real 278 76
Chinese yuan 55 7
Japanese yen 18,926 161
Swedish krona 498 54

Sales
U.S. dollar (*) 233,056 229,958

Services received:
Pound sterling 8 13
U.S. dollar (*) 6,280 6,257
Canadian dollar 31 22

Services provided:
U.S. dollar (*) 3,459 3,413

As of December 31, 2002, the subsidiaries Gamesa Producciones Aeronáuticas, S.A. and Gamesa Aeronáutica, S.A. had arran-
ged exchange rate hedging transactions amounting to approximately US$ 287 million, with an equivalent euro value of €313
million, relating to accounts receivable for projects in progress.

■ Foreign-currency transactions

The detail of the foreign currency transactions is as follows:

(*)  Including transactions with hedged exchange rates.

21. Provisions for contingencies and expenses and other payables

■ Provisions for contingencies and expenses

The detail of this caption as of December 31, 2002, is as follows (see Note 4-k):

For third-party liability 505 697 (172) 1,030
For warranties 20,267 13,177 (10,065) 23,379
For financial expenses 3,654 - (3,654) -
For guarantees provided 4,542 - (3,039) 1,503
For the long-term account receivable (Note 8) 4,808 - - 4,808

TOTAL 33,776 13,874 (16,930) 30,720

Thousands of Euros

Balance at
December 31,

2001

Period Provision
Charged to

Income 
(Note 24)

Amounts Used
(Note 24)

Balance at
December 31,

2002

The provision for warranties covers basically possible repair and start-up expenses to be incurred by the Group during the
warranty period established in each agreement for wind generator sales (€17,341 thousand), and during the early stages of
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The fees for financial audit services provided to the various companies composing the Gamesa Group and subsidiaries by the prin-
cipal auditor and by other entities related to the auditor during 2002 amounted to €372 thousand. The audit fees charged by other
auditors participating in the audit of the various Group companies totaled €154 thousand.

Additionally, the fees for other professional services provided to the various Group companies by the principal auditor and by other
entities related to the auditor during 2002 amounted to €82 thousand (basically audit work relating to mergers and acquisitions),
whereas the fees charged for such services by other auditors participating in the audit of the various Group companies totaled €382
thousand.

the ERJ-145/135 program (€5,930 thousand). The period provision and the amounts used in 2002 relate to the wind gene-
rator business. Also, in 2002 the Gamesa Group incurred expenses totaling €6,734 thousand for various services at custo-
mers’ wind-powered facilities (relating mainly to warranties and maintenance services provided by third parties), and this
amount is basically recorded under the “Procurements” caption (see Note 4-k).

The provision for financial expenses was recorded to cover the reimbursable loan for aeronautical activities received from
Sociedad de Capital-Desarrollo de Euskadi, Socade, S.A. to finance an aeronautical component manufacturing project
carried out by the subsidiaries Gamesa Desarrollos Aeronaúticos, S.A. and Gamesa Producciones Aeronaúticas, S.A. (see
Note 2). This loan was repaid early in 2002 through the payment of €19,943 thousand (€16,378 thousand of which had
been recorded under the “Current Liabilities – Other Nontrade Payables – Other Payables” caption).

In 2001 the Parent Company recorded a provision of US$ 4 million (€4,542 thousand) relating to the guarantee provided to
Banco de Galicia y Buenos Aires to secure a bank loan received in prior years by Matricería Austral, S.A. (a former Gamesa
Group company). In September 2002 the Parent Company entered into a guarantee payment and release agreement with
Banco de Galicia y Buenos Aires whereby it placed two deposits of US$ 1.5 million each at the bank as security for the obli-
gations arising from the agreement. This amount is the maximum amount claimable by the bank, subject to the determina-
tion at the end of this year, once the debt of the company for which the guarantee was provided has been restructured, of
the actual amount owed by the Group (see Note 12). In January 2003 one of the two deposits was refunded to the Parent
Company by the Argentine bank, although the other deposit placed has not yet been received. Accordingly, the directors of
the Parent Company reversed approximately €3,039 thousand of the provision recorded in the previous year with a credit
to the “Extraordinary Revenues” caption in the 2002 consolidated statement of income (see Note 20).

■ Other payables

The balance of the "Long-Term Debt – Other Payables" caption in the accompanying consolidated balance sheet as of
December 31, 2002, includes mainly the following items:

- Approximately €15,997 thousand recorded as a result of the equity swap contract entered into with BBVA (see
Note 8).

- Approximately €49,483 thousand and €12,978 thousand relating to the financing received by Gamesa
Producciones Aeronáuticas, S.A. and Gamesa Aeronáutica S.A., respectively, mainly from the Ministry of Industry
and the Ministry of Science and Technology, for aeronautical component manufacturing projects. This interest-free
financing will be repaid in both cases through, on the one hand, the assignment of 2.7% of the collection rights on
the billings made in the future, as the aeronautical components are delivered, from a given number of aircraft
onwards, and, on the other, from 2007 onwards.

- The Ministry of Science and Technology also granted the Gamesa Eólica, S.A. subgroup a refundable advance of
€5,423 thousand to finance its R&D projects. This amount is interest-free and repayable over seven years, after a
three-year grace period.

At 2002 year-end the Gamesa Group had met all its commitments relating to this financing, mainly those relating to invest-
ments and job creation.

22. Fees paid to auditors
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23. Subsequent events

In March 2002 Gamesa announced an agreement with Turbo 2000 (a holding company in which Sociedad Estatal de Participaciones
Industriales (SEPI) and Sener, S.A. have ownership interests) for the creation of an aeronautical group (Alerion) which it was inten-
ded would enter the market within 12 months. In January 2003, in view of the fact that it would not be possible to cater for the inte-
rests and expectations of the parties involved and given the prevailing stock market scenario, SEPI and Sener, the shareholders of
Turbo 2000, and Gamesa decided not to go ahead with the project, which would have led to the integration of the aeronautical line
of business of Turbopropulsores (ITP) and Gamesa Aeronáutica. Nevertheless, the Gamesa Group continues to pursue the same
objectives and implement the same strategy with respect to its aeronautical business, i.e. the creation of an aeronautical compo-
nents group large enough to ensure its placement in the capital markets in 2004/2005 (see Note 1).

On February 21, 2003, the Gamesa Group exercised the purchase option on all the shares of Cantarey Reinosa, S.A., which it acqui-
red for €0.8 million. Subsequently, capital was increased by €5 million in order to finance the new projects of this company.

On March 4, 2003, the Gamesa Group sold its holding in Sistemas Energéticos Cando, S.A. (see Exhibit) for an amount, net of the
related financial debt, of €29.5 million.

There were two further developments in March 2003: the agreement entered into with Sino Swearingen Aircraft Corporation in rela-
tion to the SJ–30 program and the Council of Ministers’ authorization (on certain conditions) of the framework agreement between
the Gamesa Group and Iberdrola Energías Renovables II, S.A., as explained in Notes 6 and 1, respectively.

At its meeting on March 27, 2003, the Parent Company’s Board of Directors resolved to initiate a policy for the regular distribution
of dividends. For this purpose, it will propose, in the call notice for the Company’s Shareholders’ Meeting to be held in May, that the
distribution of a monetary dividend of €30 million with a charge to Reserves (see Notes 5 and 13) be included in the Agenda.
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24. 2002 and 2001 consolidated statements of change in financial position

25. Explanation added for translation to English

These consolidated financial statements are presented on the basis of accounting principles generally accepted in Spain. Certain
accounting practices applied by the Group that conform with generally accepted accounting principles in Spain may not conform
with generally accepted accounting principles in other countries.

Thousands of Euros

APPLICATION OF FUNDS 2002 2001

Start-up expenses (Note 4-a) 1,085 2,549 

Fixed asset additions -
Tangible fixed assets (Note 7) 51,464 285,490 
Intangible assets (Note 6) 34,199 48,612 
Long-term investments (Note 8) 1,612 16,857   

Treasury stock (Note 13) 2,617 29,859 

Goodwill (Notes 3-e and 9) 57,975 257,013 

Increase in deferred charges 8,270 2,407 

Variation in minority interests (Note 15) 1,899 385 

Provision for contingencies and expenses (Notes 4-k and 21) 16,930 11,105  

Transfer to short term of provisions 
for contingencies and expenses - 16,378 

Repayment or transfer to short term 
of long-term debt  (Notes 14 and 21) 591,344 31,024  

Write-off of deferred revenues 806 322 

Variation in the scope of consolidation (Note 3-e) 10,646 42,993 

Variation in translation differences (Note 13) 1,044 -  

TOTAL FUNDS APPLIED 779,891 744,994 

FUNDS OBTAINED IN EXCESS OF FUNDS APPLIED
(INCREASE IN WORKING CAPITAL)) 190,751 -

TOTAL 970,642 744,994  
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Thousands of Euros

SOURCE OF FUNDS 2002 2001

Funds obtained from operations 216,157 157,416 

Increase in deferred revenues 364 4.217  

Long-term debt -
Loans and other accounts payable (Notes 14 and 21) 390,170 397,128  

Fixed asset disposals -
Tangible fixed assets (Note 7) 4,221 26,540
Intangible assets (Note 6)) 6,738 7,579
Long-term  investments (Note 8) 183 40

Transfer to inventories (Note 3-e) -
Start-up expenses (Note 4-a) 1,190 -
Intangible assets (Note 6) 7,590 -
Tangible fixed assets (Note 7) 328,674 -

Variation in translation differences - 396 

Disposal of treasury stock (Note 13) 2,218 17,267 

Early collection of long-term accounts receivable - 3,421 

Deferred charges 1,206 -

Transfer to short term of tax assets 11,931 - 

TOTAL FUNDS OBTAINED 970,642 614,004  

FUNDS APPLIED IN EXCESS OF FUNDS OBTAINED
(DECREASE IN WORKING CAPITAL) - 130,990 

TOTAL 970,642 744,994  

Uncalled capital payments payable - 33 33 -
Inventories 399,367 - 83,175 -
Accounts receivable 113,058 - 29,498 -
Accounts payable - 388,036 - 269,525 
Short-term investments 53,821 - 18,225 -
Cash 12,763 - 6,981 -
Accrual accounts - 189 623 -

TOTAL 579,009 388,258 138,535 269,525 

VARIATION IN WORKING CAPITAL 190,751 - - 130,990

Thousands of Euros

2002 2001

Increase

VARIATION IN WORKING
CAPITAL Decrease Increase Decrease
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Thousands of Euros

2002 2001

Income for the year, per accompanying consolidated statements of income 135,610 62,062

Add

Income attributed to minority interests (Note 15) 2,909 18,965

Deferred charges 3,304 462

Start-up expense amortization expense (Note 4-a) 1,766 1,706

Intangible asset amortization expense (Note 6) 4,726 3,257

Tangible fixed asset depreciation expense (Note 7) 51,111 34,163

Variation in investment valuation and treasury stock allowances (Notes 8 and 13) (286) 2,946

Provision to the allowance for decline in value of intangible assets - 9,015

Period provisions for contingencies and expenses (Note 21) 13,874 20,418

Goodwill amortization expense (Notes 3-e and 4-g) 15,795 1,652

Loss on disposal of tangible fixed assets 734 1,279

Loss on transactions involving treasury stock and own debentures (Notes 4-f and 8) 318 6,512

Loss on retirement of start-up expenses (Note 4-a) 184 -

Less

Deferred revenues (Note 4-j) (833) (1,198)

Gains on transactions involving treasury stock and own debentures (Note 4-ñ) (144) -

Gain on disposal of tangible fixed assets (Note 7) (980) (402)

Tax assets recorded for accounting purposes (Note 17) (11,931) (3,421)

216,157 157,416

The funds obtained from operations in 2002 and 2001 were determined is as follows:
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A) AERONAUTICAL INDUSTRY
Structures (aeronautical projects)

Gamesa Aeronáutica, S.A. Manufacture of aeronautical structures PricewaterhouseCoopers Álava 100% 5,514 28,538 13,016
Gamesa Desarrollos Aeronáuticos, S.A. Manufacture of aeronautical structures PricewaterhouseCoopers Álava 100% 4,207 37 5,069
Moasa Montajes Aeronáuticos, S.A. Assembly of aeronautical components PricewaterhouseCoopers Álava 100% 1,202 2,427 1,182
Fuselajes Aeronáuticos, S.A. Manufacture of aeronautical structures PricewaterhouseCoopers Álava 100% 4,511 45 113
Easa del Sur, S.A. Assembly of aeronautical components PricewaterhouseCoopers Seville 100% 3,817 15 26
Ikarus Aircraft Services, S.A. (*) Manufacture of aeronautical structures - Vizcaya 100% 61 - 3
Gamesa Producciones Aeronáuticas, S.A. Manufacture of aeronautical structures PricewaterhouseCoopers Álava 100% 29,026 11,878 2,004

Components
Gamesa Componentes Aeronáuticos, S.A. (**) Manufacture of aeronautical components - Álava 100% 4,084 (127) (132)
Fibertecnic, S.A. Manufacture of  composite materials PricewaterhouseCoopers Álava 100% 1,557 1,226 82
Gamesa Industrial Aut., S.A. Manufacture of aeronautical components PricewaterhouseCoopers Álava 100% 1,821 1,198 649
Aeromac Mecanizados Aeronáuticos, S.A. Machining of large aeronautical parts - Álava 100% 3,306 259 545
Coasa Componentes Aeronáuticos, S.A. Manufacture of  composite materials - Galicia 100% 3,968 (5) (2,707)

B) ENERGY INDUSTRY
Gamesa Energía, S.A. (***) Development of wind-powered facilities Deloitte & Touche Álava 100% 35,491 22,476 113,205

B.1 Wind-Powered Facilities

Development of wind-powered facilities
Gamesa Energía Renovables, S.A. Development of wind-powered facilities Deloitte & Touche Zamudio 100% 1,503 63 303
Gamesa Energía Italia, S.A. Development of wind-powered facilities - Italy 100% 604 (52) (35)
Gamesa Energuiaki Hellas. A.E. Development of wind-powered facilities - Greece 100% 235 4 -
Gamesa Energía Portugal, S.A. Development of wind-powered facilities - Portugal 100% 475 6 (6)
Gamesa Energía Austral, S.A. Development of wind-powered facilities - Argentina 100% 456 (282) (8)
Gamesa Energía Francia, S.A. Development of wind-powered facilities - France 100% 60 (11) (18)
Parques Eólicos del Caribe, S.A. Development of wind-powered facilities - Dominican Republic 57% 403 - -
Navitas Energy, Inc. Development of wind-powered facilities Deloitte & Touche United States 75% 4,981 (2,724) (423)

Operation of wind-powered facilities
Sistemas Energéticos La Muela, S.A. (2) Operation of wind-powered facilities Deloitte & Touche Zaragoza 50% 3,065 766 1,284
Sistemas Energéticos Mañón Ortigueira, S.A. Operation of wind-powered facilities Deloitte & Touche La Coruña 56% 4,508 434 1,444
Sistemas Energéticos Moncayo, S.A. (1) Operation of wind-powered facilities Deloitte & Touche Soria 75% 1,958 238 1,067
Sistemas Energéticos Forgosello, S.A. (2) Operation of wind-powered facilities Deloitte & Touche La Coruña 100% 2,344 229 1,427
Sistemas Energéticos Mas Garullo,  S.A. (2) Operation of wind-powered facilities Deloitte & Touche Zaragoza 51% 1,503 129 950
Sistemas Energéticos de Tarifa, S.A. Operation of wind-powered facilities - Cádiz 100% 61 (1) -
Sistemas Energéticos Tardienta, S.A. (1) Operation of wind-powered facilities Deloitte & Touche Zaragoza 100% 4,478 49 2,981
Sistemas Energéticos Cando, S.A. Operation of wind-powered facilities Deloitte & Touche La Coruña 100% 6,191 512 4,458
Sistemas Energéticos La Plana, S.A. Operation of wind-powered facilities Deloitte & Touche Zaragoza 90% 421 71 83
Sistemas Energéticos Albacastro, S.A. Operation of wind-powered facilities - Burgos 100% 61 - -
Sistemas Energéticos Muros Outes,  S.A. (1) (2) Operation of wind-powered facilities Deloitte & Touche La Coruña 100% 2,195 (1) (6)
Sistemas Energéticos Viveiro, S.A. (1) Operation of wind-powered facilities Deloitte & Touche La Coruña 100% 2,524 500 (8)
Sistemas Energéticos La Estrada, S.A. Operation of wind-powered facilities - La Coruña 100% 60 - -
Sistemas Energéticos Ferrol Narón, S.A. Operation of wind-powered facilities - La Coruña 100% 60 - -
Sistemas Energéticos Lalín, S.A. (1) Operation of wind-powered facilities Deloitte & Touche La Coruña 100% 60 - (4)
Sistemas Energéticos Serra da Panda, S.A. (2) Operation of wind-powered facilities Deloitte & Touche La Coruña 100% 1,683 64 268
Sistemas Energéticos Goia Peñote, S.A. (1) Operation of wind-powered facilities - La Coruña 100% 61 - -
Sistemas Energéticos Serra Meira, S.A. (1) Operation of wind-powered facilities - La Coruña 100% 61 - -
Sistemas Energéticos Mondoñedo Pastorizo, S.A. Operation of wind-powered facilities - La Coruña 100% 61 - -
Sistemas Energéticos Serra da Loba, S.A. Operation of wind-powered facilities - La Coruña 100% 61 - -
Sistemas Energéticos Serra do Alvao, S.A. Operation of wind-powered facilities - Portugal 100% 50 (1) (5)
Sistemas Energéticos Serra do Arga, S.A. Operation of wind-powered facilities - Portugal 100% 50 (1) (5)
Sistemas Energéticos Torralba, S.A. (1) Operation of wind-powered facilities Deloitte & Touche Zaragoza 60% 3,081 617 2,407
Sistemas Energéticos Labradas, S.A. (2) Operation of wind-powered facilities Deloitte & Touche Valladolid 100% 2,554 487 53
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Sistemas Energéticos Sierra del Trigo, S.A. Operation of wind-powered facilities Deloitte & Touche Seville 100% 2,702 447 248
Sistemas Energéticos Abadía, S.A. Operation of wind-powered facilities - Zaragoza 100% 61 - (2)
Sistemas Energéticos La Jimena, S.A. Operation of wind-powered facilities - Soria 60% 61 - -
Sistemas Energéticos La Torrecilla, S.A. Operation of wind-powered facilities - Zaragoza 100% 61 - -
Sistemas Energéticos Opiñen, S.A. Operation of wind-powered facilities - Zaragoza 100% 61 - -
Sistemas Energéticos Entredicho, S.A. (1) Operation of wind-powered facilities - Zaragoza 100% 61 - -
Sistemas Energéticos Fuendetodos, S.A. (1) Operation of wind-powered facilities - Zaragoza 100% 61 - -
Sistemas Energéticos Sierra del Romeral, S.A. (**) (2) Operation of wind-powered facilities Deloitte & Touche Toledo 100% 2,037 407 (10)
Sistemas Energéticos Montes de León, S.A. Operation of wind-powered facilities - Valladolid 100% 61 - -
Sistemas Energéticos Chandrexa, S.A. (**) (2) Operation of wind-powered facilities Deloitte & Touche La Coruña 100% 1,415 283 107
Sistemas Energéticos Alcarama, S.A. Operation of wind-powered facilities - La Coruña 100% 61 - (1)
Sistemas Energéticos Tabara, S.A. (**) (2) Operation of wind-powered facilities - La Rioja 100% 4,059 812 (4)
Sistemas Energéticos Tierra de Campos, S.A. (2) Operation of wind-powered facilities - Valladolid 100% 61 - (1)
Sistemas Energéticos Villarubia, S.A. Operation of wind-powered facilities - Toledo 100% 61 - -
Sistemas Energéticos Capiruzas, S.A. (2) Operation of wind-powered facilities - Toledo 100% 61 - -
Sistemas Energéticos Barandón, S.A. Operation of wind-powered facilities - Valladolid 100% 61 - -
Eoliki Eliniki, A.E. Operation of wind-powered facilities - Greece 86% 59 - (4)
Eoliki Peloponisou Lakke Energiaki A.E. Operation of wind-powered facilities - Greece 86% 59 - (4)
Eoliki Peloponisou Kounus Energiaki A.E. Operation of wind-powered facilities - Greece 86% 59 - (4)
Eoliki Attikis Kounus Energiaki A.E. Operation of wind-powered facilities - Greece 86% 59 - (4)
Parque Eólico Da Serra de Vigia, S.A. (*) Operation of wind-powered facilities - Portugal 100% 50 - -
Parque Eólico Da Serra de Fafe, S.A. (*) Operation of wind-powered facilities - Portugal 100% 50 - -
Parque Eólico Santinha, S.A. (*) Operation of wind-powered facilities - Portugal 100% 50 -
Parco Eólico Bitti e Orune, S.P.A. (*) Operation of wind-powered facilities - Italy 100% 130 - (2)
Parco Eólico Pedro Ghisu, S.P.A. (*) Operation of wind-powered facilities - Italy 100% 130 - (2)
Parco Eólico Gozeano, S.P.A. (*) Operation of wind-powered facilities - Italy 100% 130 - (2)
Parco Eólico di Florinas, S.R.L. (*) Operation of wind-powered facilities - Italy 100% 30 - (1)
Parco Eólico Monte Cute, S.R.L. (*) Operation of wind-powered facilities - Italy 100% 30 - (1)
Parco Eólico Punta Ferru, S.R.L. (*) Operation of wind-powered facilities - Italy 100% 30 - (1)
Parco Eólico Lardino, S.R.L. (*) Operation of wind-powered facilities - Italy 100% 30 - (1)
Parco Eólico Serra la Gradia, S.R.L. (*) Operation of wind-powered facilities - Italy 100% 30 - (1)
Parco Eólico Mandra Murata, S.R.L. (*) Operation of wind-powered facilities - Italy 100% 30 - (1)
Parco Eólico Altwind, S.R.L. (*) Operation of wind-powered facilities - Italy 100% 30 - (1)
Parco Eólico San Salvatore, S.R.L. (*) Operation of wind-powered facilities - Italy 100% 30 - (1)
Sistemas Energéticos Cámara, S.A. (*) Operation of wind-powered facilities - Seville 100% 61 - -
Sistemas Energéticos De la Higuera, S.A. (*) Operation of wind-powered facilities - Seville 100% 61 - -
Sistemas Energéticos La Linera, S.A. (*) Operation of wind-powered facilities - Seville 100% 61 - -
Sistemas Energéticos Altamira, S.A. (*) Operation of wind-powered facilities - Seville 100% 61 - -
Sistemas Energéticos Lentejuela, S.A. (*) Operation of wind-powered facilities - Seville 100% 61 - -
Sistemas Energéticos Carellana, S.A. (*) Operation of wind-powered facilities - Toledo 100% 61 - -
Sistemas Energéticos Ritobas, S.A. (*) Operation of wind-powered facilities - Valladolid 100% 61 - -
Sistemas Energéticos De la Camorra, S.A. (*) Operation of wind-powered facilities - Seville 100% 61 - -
Sistemas Energéticos Del Granado, S.A. (*) Operation of wind-powered facilities - Seville 100% 61 - -
Sistemas Energéticos Cabanelas, S.A. (*) Operation of wind-powered facilities - Galicia 100% 61 - -
Sistemas Energéticos De Pisuerga, S.A. (*) (2) Operation of wind-powered facilities - Valladolid 100% 61 - -
Sistemas Energéticos Astudillo, S.A. (*) Operation of wind-powered facilities - Valladolid 100% 61 - -
Sistemas Energéticos Teruelo, S.A. (*) Operation of wind-powered facilities - Valladolid 100% 61 - -
Sistemas Energéticos Valbonilla, S.A. (*) (2) Operation of wind-powered facilities - Valladolid 100% 61 - -
Sistemas Energéticos Sierra de Costanazo, S.A. (*) Operation of wind-powered facilities - Valladolid 100% 61 - -
Abruzzo Vento, S.P.A. Construction and operation of wind-powered facilities - Italy 90% 130 (10) (5)
Sistemas Energéticos Quiñonería, S.A. (*) Operation of wind-powered facilities - Valladolid 100% 61 - -

B.2 Manufacture of wind generators

Gamesa Eólica, S.A. Wind-power facilities Deloitte & Touche Navarra 100% 52,291 (5,036) 31,749
Apoyos Metálicos, S.A. Manufacture of wind generator pylons Deloitte & Touche Navarra 100% 841 7,044 747
Fiberblade, S.A. Manufacture of wind generator blades Deloitte & Touche Navarra 100% 1,683 16,447 2,669
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Compovent, S.A. Maintenance of wind generator pylons Deloitte & Touche Navarra 100% 60 2,315 543
Componentes Eolicos Albacete, S.A. Manufacture of wind generator blades Deloitte & Touche Albacete 100% 1,803 2,506 881
Estructuras Eólicas Miranda, S.A. Maintenance of molds and tools Deloitte & Touche Burgos 100% 1,202 2,847 542
Montajes Eólicos Tauste, S.A. Wind-powered facilities - Aragón 100% 301 190 169
Componentes Eólicos Cuenca, S.A. Wind-powered facilities Deloitte & Touche Cuenca 100% 2,705 790 1,128
Echesa, S.A. Manufacture of wind-power components Attest Consulting Guipúzcoa 99.88% 739 4,958 4,447
Transmisiones Eólicas de Galicia, S.A. Manufacture of wind-power components Attest Consulting Galicia 90% 695 532 85
Green Energy Transmission, S.A. Manufacture of wind-power components - Álava 100% 61 - -

Manufacturing, civil engineering and services
Siemsa Este, S.A. Electrical installations Attest Consulting Madrid 100% 4,327 1,059 4,680
Servicios de Electricidad e Instrumentación
de Mantenimientos, S.A. Electrical installations - Tarragona 100% 96 1,508 563
Siemsa Centro, S.A. Technical engineering services Attest Consulting Madrid 100% 97 1,123 581
Siemsa Control y Sistemas, S.A. Marketing of industrial assets Attest Consulting Tarragona 80% 60 388 270
Ingenieros de Seguridad, S.A. Security installations - Madrid 80% 601 (587) 104
Siemsa Galicia, S.A. Electrical installations Attest Consulting La Coruña 100% 60 1,416 940
Siemsa Norte, S.A. Electrical installations Attest Consulting Vizcaya 100% 511 1,780 1,285
Gamesa Solar, S.A. Development and operation of solar-powered facilities - Álava 100% 61 (7) (210)
Gamesa Energía Servicios, S.A. Manufacture of installations Attest Consulting Madrid 100% 2,554 1,324 1,642
Gamesa Servicios Brasil, Ltda. Electrical installations Deloitte & Touche Brazil 100% 3,592 (1,908) 94
Gamesa Energía Servicios Portugal, S.A. (*) Maintenance services - Portugal 100% 300 - -

C) OTHER
Cametor, S.L. Ownership of fixed assets Deloitte & Touche Álava 100% 3,902 987 423
Getysa, S.A.U. (*) Marketing of industrial supplies Attest Consulting Álava 100% 485 153 (271)
Permalight System, S.A. (*) Marketing of industrial supplies - Álava 85% 79 109 (109)

(*) Companies included in the Gamesa Group in 2002.
(**) Companies which increased capital in 2002.
(***) Gamesa Energía, S.A. is the Parent Company of all the companies in the energy line of business.
(1) Companies with wind-powered facilities included in the “Eurowind” purchase and sale commitment agreement between Gamesa Energía, S.A. and

Iberdrola Energías Renovables II, S.A.
(2) Companies with wind-powered facilities included in the “P1” purchase and sale commitment agreement between Gamesa Energía, S.A. and Iberdrola

Energías Renovables II, S.A.
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Gamesa Corporación Tecnológica, S.A. and
Subsidiaries Composing the Gamesa Group

Management Report for the Year Ended
December 31, 2002
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This management report analyzes the Gamesa Group’s business performance and earnings in 2002 on the basis of the Group’s conso-
lidated financial statements. This analysis supplements the financial statements which include, in addition to the unabridged consolida-
ted financial statements, the notes to consolidated financial statements, which describe the accounting methods applied and the most
significant captions, as well as providing other information.

2002 was particularly noteworthy for the consolidation of the Gamesa Group’s business activities, which focused on the development
and sale of wind generators and wind-powered facilities and on the design and manufacture of aeronautical structures and structural
components.

GAMESA

The major milestones achieved in 2002 were as follows:

■ Consolidation of the wind-powered facility development and sale business through transactions with Iberdrola for the wind-powe-
red facilities located in Spain and with Electrabel for those situated in Italy and Portugal.

■ Development of Gamesa Eólica’s activity in the sale of wind generators now that Vestas Wind Systems A/S no longer has a hol-
ding in the company.

■ International expansion of Gamesa Energía in the development of wind-powered facilities and of Gamesa Eólica in the sale of
wind generators.

■ Study and launch of corporate transactions such as the purchase option on, and subsequent acquisition of, Cantarey Reinosa,
S.A., a company which engages in the manufacture of electric generators.

■ Suspension of the project to create Alerion based on the merger of Gamesa Aeronáutica and Turbo 2000’s holding in ITP.

■ Achievement in operational and economic terms of the targets set for all Gamesa’s business lines. Earnings from the sale of wind-
powered facilities were far higher than those initially projected.

■ Reduction of consolidated income as a result of the consolidation adjustments made to the sales of fixed assets to Group com-
panies.

GAMESA ENERGIA

The major milestones achieved in 2002 were as follows:

■ Major transaction involving the sale of wind-powered facilities to Iberdrola, which enabled the Group to convey to the market the
actual value inherent to this business line.

■ The sale of wind-powered facilities in Portugal and Italy heralded the internationalization of the sale of wind generators in these
countries and confirmed the success of the Group’s development activity outside Spain.

■ Start-up and launch of the wind power development activity in the United States through the holding acquired in Navitas
Energy, Inc.

■ Significant progress in the construction of wind-powered facilities in both Spain and the countries in which the wind power deve-
lopment projects are being carried out.
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GAMESA EÓLICA

The most noteworthy milestones achieved in this business line were as follows:

■ Strengthening of the engineering activity.

■ Rightsizing of the organization through the restructuring of its activity to respond to the challenges posed by the market.

■ Successful marketing of the G58-850 KW wind generator.

■ Obtainment of the first major international order from the Italian electric utility ENEL for 154 MW for Italy.

■ Projected increase in Gamesa Eólica’s market share both in Spain and worldwide.

GAMESA AERONÁUTICA

The most noteworthy milestones achieved by this core business line in 2002 were as follows:

■ Management-based adaptation of the company in response to the severe crisis besetting the aeronautical industry, thereby
maintaining its profitability levels.

■ Supply of 126 ac´s to Embrear as scheduled.

■ Launch of production of the CRJ-700/900, with delivery of 26 ac´s to the Canadian company Bombardier.

■ Commencement of mass production of the ERJ-170/190 for Embrear.

■ Obtainment of certification for the Sikorsky S-92.

■ Agreement entered into with Airbus for the manufacture of components for the A-380.

■ The suspension of the Alerion project did not have a material impact on Gamesa Aeronáutica’s business operations.

R&D

■ The Gamesa Group invested ¤32,270 thousand in research and development activities relating mainly to the development
of the A-380 and ERJ 17-/19- aeronautical programs and to the development and enhancement of Gamesa Eólica’s G-80
and G-52 wind generators.

Treasury stock

■ At 2002 year-end the Company held 1,391,056 shares of treasury stock, comprising both treasury stock assigned to stock option
incentive plans and treasury stock for ordinary trading.

GAMESA-Memoría-C Ing  2/6/03 13:34  Página 75



76

GAMESA-Memoría-C Ing  2/6/03 13:34  Página 76



77

When GAMESA CORPORACIÓN TECNOLÓGICA, S.A. was floated on the stock market on 31st October
2000 the company passed resolutions to set up an internal system of corporate governance compliant with
the recommendations in the Olivencia Report.

As indicated in the prospectus for the public share offering, the Board of Directors of Gamesa passed a reso-
lution at its meeting on 20th September 2000 approving a Code of Corporate Governance applicable to the
board, and Internal Rules of Conduct for stock market operations.

The company regularly reports on compliance with these rules and regulations, and filled out the question-
naires on the governance of listed companies in regard to compliance with the Code of Good Governance
sent in regard to financial years 2000 and 2001 to the CNMV (Spanish Stock Exchange Commission) on the
forms stipulated by the Commission.

The regulatory framework of corporate governance has undergone substantial changes at national and inter-
national levels, in particular with the publication of the Financial System Reform Act (Act 44 of 22nd
November 2002) and the Aldama Report on 8th January 2003 under the title “Informe de la Comisión
Especial para el Fomento de la Transparencia y Seguridad en los Mercados y en las Sociedades Cotizadas”
(“Report of the Special Committee for the Fostering of Transparency and Security in Markets and Listed
Companies”).

Similar in content to the aforesaid Act and Report is a bill currently going through parliament which propo-
ses to modify the Stock Market Act and the Companies Act to reinforce the obligations of listed companies
in regard to reporting and transparency, to define the framework of duties of corporate administrators, espe-
cially in regard to conflicts of interest, and to make it compulsory to set up corporate governance mecha-
nisms such as codes of conduct for general meetings and boards, annual reports and WebSites to facilita-
te access to information which shareholders are entitled to receive.

GAMESA must adapt its corporate governance rules to these recommendations and to any obligations ari-
sing therefrom.

Report on Corporate Governance
for Financial year 2002
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As a first step towards this, the company’s WebSite has been adapted in line with the recommendations of
the Aldama Report to provide information to shareholders, investors and the market in general on economic
events and all other significant events in regard to the company, and to provide more in-depth knowledge of
the company.

The information on the site will include the Report on Corporate Governance for 2002, which will thus stand
alongside those for 2000 and 2001.

The report is structured in line with the latest recommendations to provide details of the company’s owners-
hip and administration structures, linked operations, risk control mechanisms and the operation of the gene-
ral meeting of shareholders.

The most significant events of the financial year were the election on a co-optation basis of Francisco Esteve
as a new director of the company in place of Julio Azcargorta Peral, and the appointments of the indepen-
dent directors José Madina Loidi and Carlos Rodríguez-Quiroga Menéndez, respectively, as chairpersons of
the Audit and Appointments committees, in line with the recommendation that these committees should be
chaired by independent directors.

The board of directors met 17 times in 2002, the Audit and Compliance Committee 7 times and the
Appointments and Remuneration Committee 3 times.

As the internal regulations of Gamesa are adapted, they will be incorporated into the corporate governance
section of the WebSite.
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Govern ing Bodies

Composition of the Board of Directors and the Management Committee
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Board of Directors

CHAIRPERSON: D. Alfonso Basagoiti Zavala

MANAGING DIRECTOR: D. Juan Ignacio López Gandasegui

ORDINARY DIRECTORS:

D. Juan Luis Arregui Ciarsolo

D. Carlos Borrego Díaz

D. Francisco Esteve Romero

D. José Madina Loidi

D. Carlos Rodríguez-Quiroga Menéndez 

D. Pablo Serratosa Lujan

(representing NEFINSA, S.A.)

D. Emilio Serratosa Ridaura

D. Eloy Unda Madariaga

SECRETARY: D. Luis Alberto Martín Zurimendi

Appointments and Remuneration Committee

CHAIRPERSON: D. Carlos Rodríguez-Quiroga Menéndez

ORDINARY MEMBERS: D. Alfonso Basagoiti Zavala

D. Carlos Borrego Díaz 

SECRETARY & MEMBER: D. Pablo Serratosa Lujan 

(representing NEFINSA, S.A.)

Audit & Compliance Committee

CHAIRPERSON: D. José Madina Loidi

ORDINARY MEMBERS: D. Juan Luis Arregui Ciarsolo

D. Eloy Unda Madariaga 

SECRETARY & MEMBER: D. Francisco Esteve Romero
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Management Committee

MANAGING DIRECTOR: D. Juan Ignacio López Gandásegui

COMPANY SECRETARY: D. Luis Alberto Martín Zurimendi

GENERAL MANAGER FOR DEVELOPMENT: D. Pedro Fuente Arce

GENERAL MANAGER OF GAMESA AERONAUTICA: D. César Fernández de Velasco

GENERAL MANAGER OF GAMESA EOLICA: D. Juan Ramón Jiménez

GENERAL MANAGER OF GAMESA ENERGIA: D. Fernando Ferrando Vitales

GENERAL MANAGER OF GAMESA ENERGIA INTERNACIONAL: D. Jorge Cortina García

GENERAL MANAGER OF GAMESA ENERGIA IBERICA: D. Teodoro Monzón Arribas

GENERAL MANAGER OF GAMESA ENERGIA SERVICIOS: D. Roberto Legaz Poignon
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Portal de Gamarra, 40
01013 VITORIA (Alava) Spain

Tel.: +34 945 12 91 36
Fax: +34 945 12 91 10

e-mail: gamesa@gamesa.es
www.gamesa.es
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