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Annua l  Repor t
2003

The Spanish version of Gamesa’s Annual Report 2003 is the only
valid document for whatsoever pertinent legal purposes, as well
as for the requirements of informing shareholders. The present
English version, therefore, does not have the legal validity that is
lodged exclusively in the Spanish version.    

GAMESA-A/memo2003 ING  27/5/04 12:43  Página 1



Key F igures

GAMESA-A/memo2003 ING  26/5/04 19:11  Página 2



Average Workforce
2003 2002 2001 2000

6,164 4,944 4,757 4,006

Financial Figures
2003 2002 2001 2000

Billing 1,603 1,096 742 766 
EBITDA 326 281 206 173 
EBT 210 144 109 92 
EAT Parent company 202 136 62 48 

Share data
2003 2002 2001 2000

Quoted price at 31-12 26.09 15.61 15.4 25.6
Profit 2.488 1.67 0.775 0.562
Dividend 0.37
PER 10.49 9.18 19.87 45.55

Ratios
2003 2002 2001 2000

ROS (EAT/turnover) 13% 12% 8% 6%
ROE (%) (EAT/ Equity) 36% 35% 32% 34%
Borrowings 1,003.5 1,008.4 875.9 386.2 
EBTDA/Financial Assets 10 6 9 11 
Net Debt /EBITDA 2.65 3.49 3.77 1.80 
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Dear Shareholders,

2003 was an important year for Gamesa. Our results, successfully achieved targets and
favourable trends in share prices are all clear indicators that we are doing things right. Our
accomplishments have been founded on a long record of making the correct diagnosis and
taking the right decisions and on the hard work of everyone involved in Gamesa, backed by the
financial commitment of all our shareholders.

Having successfully got through a complex and difficult year in 2002, the company has taken
full advantage of the global economic upturn to close 2003 with excellent results, well ahead of
the most optimistic forecasts. Gamesa had a net profit of €202m in 2003, up 49% on the pre-
vious year's results. Consolidated EBITD was up 16% to €326m, while consolidated turnover
came to €1.6 billion, an increase of 46% on 2002.

By the end of the year, the company’s average consolidated workforce had increased by
1,220 to 6,164 members.

The year saw a large worldwide growth in the wind-power industry: wind turbines were ins-
talled with a total capacity of 8,344 MW, up 15% on the previous year, to give a total installed
and accumulated capacity of 40,301 MW by the end of the year. 

Gamesa took major steps towards consolidating its leading position on the world market of
renewable energy sources, and wind power in particular. We continue to be among the largest
wind farm developers, with an important boost in overseas involvement, especially in the
European Union and the United States. By the end of 2003, Gamesa had a capacity of more
than 15,000 MW at different phases of development, distributed in more than 16 countries. 

In the area of wind turbine manufacture, Gamesa had a total turnover of 1,380 MW in 2003,
49.4% up on the previous year. Installed capacity rose to 955 MW, 11.8% more than in 2002.
During the year, the company acquired a 100% stake in Made Tecnologías Renovables from its
former parent company, Endesa. Gamesa also confirmed its continued internationalisation with
supply of wind turbines to the United States, Italy, Japan and China and contracts for installing
wind turbines in countries such as Germany, Portugal, Egypt and Korea. 

Despite the changeability of the world market, Gamesa also made a clear commitment to the
aeronautical industry, targeting growth and flexibility. The group's main programmes in 2003
highlighted its diversification, not only in the field of regional aircraft—which form the basis of its
main activity—but also in the area of large commercial planes and helicopters. Composite mate-
rials featured strongly in the renovation of the aeronautical structures in new projects for large
manufacturers such as Airbus and Boeing during 2003. 

Le t te r  f rom the Cha i rman
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Aeronautical business surpassed initial
expectations at the beginning of the year.
Improvements in activity and the results
obtained have laid the foundations for reco-
very, and with the purchase of companies
operating in the strategic area of compo-
nents, the outlook is good for renewed
growth in this division. In 2003, Gamesa
bought over NMF Europa, thus incorpora-
ting peen forming technology, as well as a
unit for the surface treatment of large parts
to complement Aeromac's machining capa-
city. A purchase option for ICSA was also
signed, leading to a contract in January
2004.

Forecasts for 2004 show a 14% rise in consolidated profits to €230 million, an increase of
24% in EBITD to €404 million and a 24% rise in turnover to €1.9 billion.

Finally, the good performance of Gamesa's businesses has been reflected in its share price,
which rose by 67% in 2003, making Gamesa the second most profitable stock on the IBEX
index. 

At year's end, the Board of Directors agreed to pay out an interim dividend for a gross
amount of 37c per share.

In the light of the 2003 results, the board is now recommending that the AGM approve a final
dividend of 43c gross per share.

However, I think the best news for shareholders can be found in the group’s income state-
ment (an indicator consider to be particularly important): earnings per share rose 344%, from
€0.56 to €2.49 over the last four years—from our stock market debut in late 2000 to the end
of 2003.

Alfonso Basagoiti Zavala
Chairman
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2003 proved to be a very satisfactory year for Gamesa. In
broad terms, this success was due to: the company’s
strength—founded on a solid technological base—and its
dynamism. Gamesa has proved its capacity to adapt and
capitalise on any opportunity that arises in the industries in
which it operates, renewable energy and aeronautics,
where it has now reached “cruising speed”. 

In the area of renewable energy, Gamesa Energía is carr-
ying out intense work overseas, with the development of
new wind farms In Spain, Gamesa Energía continued to
develop and build wind farms, gaining a market share of
around 16%. These wind farms are located in the regions
of Aragon, La Rioja, Castilla-Leon and Castilla-La Mancha.

At the same time, recurring sale of wind farms has shown
the market the implicit value of this type of investment,
which has brought the group significant profits. 

Gamesa Eólica has consolidated its position as the
world's fourth largest manufacturer of wind turbines.
Overseas sales accounted for 19% of the year’s total tur-
nover. On the international stage, the company continued
to reinforce its sales infrastructure, setting up its own
companies in Germany and the United States and signing
new co-operation agreements with important local firms in
the United Kingdom and India. 

In Spain, Gamesa Eólica has won important contracts, including wind turbines in the multi-
megawatt range (G80-2.0 MW and G83-2.0 MW models) with companies such as Urbaenergía,
Ibereólica and Grupo de Energías Renovables de La Rioja. It also signed an agreement to supply
one hundred and forty-six 850 kW wind turbines to Sinae.

Gamesa Eólica also continued to intensify its resources in product research and development.
The company opened new centres in Denmark, Madrid and Vizcaya, complementing the exis-
ting centre in Pamplona.

Gamesa Aeronáutica, for its part, closed the year in the black, confirming that it is a profitable
company with considerable growth potential. Our hopes for the future lie with the company’s
involvement in new commercial programmes from large aircraft manufacturers such as Airbus
and Boeing. Work on Bombardier's family of 50-seat and 70 seat regional aeroplanes,
Bombardier's 70 and 90-seat planes, and helicopters also continues to make good progress.

4

Bus iness Operat ions

Cruising speed

Juan Ignacio López Gandásegui

Managing Director
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During the year, Gamesa Aeronáutica continued increase its technological level and improve
competitiveness. An automated panel-assembly cell was installed and the company was invol-
ved in several consortia as part of the Fifth European Framework Programme, Profit and Intek.

The 2004 budget for all business areas in the company is up. The key area of sale of wind farms
consolidated its role in 2003 as a recurring source of turnover and earnings and not just a way
of obtaining extraordinary profits. With these forecasts, Gamesa has confirmed its solid position
and growth potential for 2004 and beyond.

In the light of this situation, the company's progress since 1997 has been spectacular, as the
figures show:

In 2003 Gamesa was again one of the most profitable companies on the stock market, with an
overall appreciation of over 150% since its stock was first launched. The excellent performance
of Gamesa stock reflects good business management, which is bearing fruit in the form of pro-
fit for shareholders. With the backing of its board of directors, the company plans to continue its
policy of paying out generously to shareholders and, depending on the general situation at any
given time, progressively increasing the dividend payout, which in 2003 stood at 37c per share. 

Summing up:

� Gamesa closed 2003 with a turnover of €1.6 billion and a consolidated EAT of €202 million.

� The company forecasts sales of two billion euro and an EAT of €220 million in 2004.

� Gamesa Energía began recurring sale of wind farms, with a drive towards internationalisation
throughout the world.

� Gamesa Eólica has consolidated its position as the fourth largest manufacturer of wind tur-
bines in the world, installing its own turbines in the United States, Italy and Japan. 

� Gamesa has made a clear commitment to the aeronautical industry, targeting growth and flexibility.

� In 2003, Gamesa regained its position as one of the most profitable companies on the stock
exchange.

5

Year Income  (In €m) Consolidated EAT (In €m)

1997 216.77 8.50

1998 310.04 29.91

1999 593.43 57.30

2000 765.75 68.83

2001 742.00 81.03

2002 1,096.00 138.52

2003 1,603.00 202.00

2004 (*) 2,000.00 230.00
(*) Forecast
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Stability and the beginnings of recovery were the keynotes of the world stock market during
2003. During the year, Gamesa confirmed its growth forecasts and the market rewarded the
company's performance with a clear upward trend in share prices over the year.

In January, the share price again stood close to record lows, mainly as a result of a downward
adjustment in forecast profits from wind turbine manufacturer Neg Micon. The Danish company
cut back its estimates to the point of forecasting a loss, largely because of a bad year on the
American market and a delay in orders from several customers.

For the rest of the year, however, Gamesa stock performed very differently. The upswing began
in February and March, reinforced by news of the sale of wind farms to the Japanese group
Marubeni (64.9 MW) and approval from the Competition Watchdog Service of sale of 981 MW
to Iberdrola.

First quarter results and the purchase of Made, in May 2003, helped reinforce this upward trend.
As well as selling Made, Endesa also signed a framework contract with Gamesa to purchase
1,000 MW in wind turbines over a four-year period.

In late June and early July, the share price fell back when one of its major shareholders,
Corporación IBV, sold a 6% block on the market. The situation was soon turned around, howe-
ver, and with the second quarter results and commencement of construction of wind farms over-
seas (such as the “Mendota Hills” farm, in the United States), the share price regained its pre-
vious levels and continued to climb.

In October, following publication of the framework agreement with Urbaernergia for sale of wind
turbines totalling 600 MW and the purchase of the German developer EBV with rights for the
promotion of 600 MW in Germany, the share price again rose strongly.

The trend continued during November and December, reinforced by a number of factors such
as the third quarter results, presentation of the company's strategy plan, sale of wind turbines
in China and commissioning of the “Mendota Hills” wind farm in the United States.

Gamesa share price

Stock Exchange: Clear upward trend

GAMESA-A/memo2003 ING  26/5/04 19:11  Página 6



7

During the final weeks of the year, shares increased further after the draft of the new market
regulation on renewable energy sources was published. This new decree provides a very neces-
sary long-term perspective for wind farms in terms of the rate received during the useful service
life of the plant (approximately 20 years). Under the previous regulations the rate was reviewed
on a yearly base, introducing a level of uncertainty which represented an added risk. Under the
new regulation, it will be possible to make a much more reliable evaluation of the facilities and it
will be possible to ensure that plants are more profitable for the developers.

Shares closed the year at €26.09, up 67% on the listed price a year before. As a result,
Gamesa's stock saw the second-largest increase on the Ibex index during 2003. The Ibex itself
closed the year up 15.7%, reflecting a return to stability and possible future recovery of stock
markets. 
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Gamesa share price

Stock market figures 2003 Gamesa's share mix at 31/12/03

Equity Capital (number of shares) 81,099,968
Market Capitalisation 2,115,898,165.12
Free Float 42.54% 34,499,926.39
Quoted share price (€)

Maximum (22/12/03) €26.67 

Minimum (28/01/03) €14.4 

Average (closing prices) €19.59 

End of year €26.09 

Profit (in million euro) €201,790

Return (euro per share) €2.49 per share

PER (times) 10.48564431

Total traded volume (shares) 87,254,282

Average daily trading volume (shares) 349,017

Equity turnover at end of year (%) 108%

% holding

Corporacion IBV 31.78%

Nefinsa 21.29%

Retos Operativos XXI 2.7%

Free Float 42.54%

Treasury stock 1.69%
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Renewable Energy: Recurring sale of winds farms
and dissemination of multi-megawatt range

During 2003, Gamesa took major steps towards consolidating its leading position on the world
market of renewable energy sources, and wind power in particular. 

Gamesa Energía retained its position as a leading developer of wind farms in Spain and under-
took an internationalisation drive, especially in the European Union, North America and Australia. 

The creation of a business line involving the recurring sale of wind farms, agreed in 2002, bore
fruit in 2003 with the sale of 691 MW. By the end of 2003, Gamesa Energía had a capacity of
more than 15,000 MW at different phases of development.

In addition, Gamesa Energía continued with its strategy plan of consolidating other sources of
renewable energy, primarily in solar photovoltaic power and heat plants.

For its part, Gamesa Eólica, which designs, manufactures, sells and installs wind turbines, had
a total turnover of 1,380 MW during the year, 49.4% more than in 2002. 2003 also saw the mar-
keting in series and site installation of Gamesa Eólica's multi-megawatt G80-2.0 MW and G83-
2.0 MW turbines 

The year's major milestones included the purchase from Endesa of 100% of its subsidiary, Made
Tecnologías Renovables The agreement includes supply of wind turbines to Endesa to an equi-
valent power of over 1,000 MW. 

Gamesa also confirmed its process of internationalisation with installation of the first wind farms
in the United States, Italy and Japan; continued supply of wind turbines to Italy and China and
the obtention of contracts for installing the first wind farms in countries such as Germany,
Portugal, Egypt and Korea.
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Gamesa Eólica: Promotion of the multi-megawatt range

Gamesa's operations in the area of design, manufacture, sale and installation of wind turbines
earned it a total turnover over 2003 of 1,380 MW, an increase of 49.4% on the previous year’s
sales figures. 

Gamesa Eólica confirmed its increasing internationalisation with major achievements including
installation of the first wind farms with its own wind turbines in the United States, Italy and Japan,
continued supply of wind turbines in Italy and China, and the new contracts for installing the first
wind farms in Germany, Portugal, Egypt and Korea, with a combined equivalent capacity of
462.5 MW.

Overseas sales accounted for 19% of total turnover for the year. Within this international con-
text, the company continued to reinforce its sales infrastructure, with the creation of the
Hamburg-based Gamesa Eólica Deutschland, the establishment of its own company in the
United States and the signing of new co-operation agreements with important local companies
in the United Kingdom and India. 
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In Spain, the company won important contracts. These include sales of Gamesa Eólica’s multi-
megawatt wind turbines to companies such as Urbaenergía (600 MW, with an option for a further
50 MW); Ibereólica (99 MW) and Grupo de Energías Renovables de La Rioja (148 MW). It also sig-
ned an agreement to supply one hundred and forty-six 850 kW wind turbines to SINAE.

The company has a total order portfolio for 2004 – 2007 of 6,803 MW, from contracts already sig-
ned with customers such as Iberdrola, CESA, EHN, Endesa, Urbaenergía, SINAE and Gamesa
Energía.

Once again, Gamesa had demonstrated its capacity to create jobs in its core business of design,
manufacture, sale and installation of wind turbines, with a workforce of 2,161 at the close of 2003.

Product catalogue

During 2003, Gamesa began marketing in series and site installation of the G80-2.0 MW and G83-
2.0 MW wind turbines. It also worked on design and development of two new wind turbines with a
unit capacity of 2.0 MW: the G87 and G90 models, which will be commercially available from the
second half of 2004. These models incorporate the latest technological advances, such as the
manufacture of blades with carbon fibre components. Gamesa Eólica is thus consolidating a wide
range of multi-megawatt wind turbines with different diameters of rotor, capable of achieving maxi-
mum performance in all types of site and all wind conditions.

To keep up with its international expansion, Gamesa's services infrastructure opened its own ope-
ration and maintenance centres in the United States, Italy and China.
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R&D and Quality

In the area of research and development, Gamesa Eólica continued to intensify its resources in
product research and development. The company opened new centres in Denmark, Madrid and
Vizcaya, in addition to the existing centre at the main offices in Pamplona.

Key milestones for the R&D department were:

� Development of the company's own Predictive Maintenance System for advance detection
of deterioration and faults in the main components of the wind turbine.

� Increased functions of the SGIPE Wind-Farm Management System through regulation of acti-
ve and reactive power.

� G52-850 kW RD wind turbine: DIBt WZ II load certification (Germany) for 55, 65 and 74-metre
towers.

� G52RCC-800 kW wind turbine: UL certificates (NEC, OSHA) and design certificates IEC IA 44,
55 and 65 metres.

� G52-850 kW RD wind turbine: Capacity curve and noise certification for 99 dB(A), 100 dB(A),
101 dB(A), 102 dB(A) and 103 dB(A) versions; Typenprüfung (German design certification) for 44
and 55 metre towers WZ II and Typenprüfung for 74-metre tower WZ II with pile-driven shoe;
card control design for version with active crowbar.

� G58-850 kW RD wind turbine: IEC type certificate (Capacity curve, noise, energy quality and
loads); certification of capacity and noise curve for 101 dB(A), 102 dB(A) and 103 dB(A) ver-
sions; installation in wind farm with reinforced machine (Vref =43 m/s).
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� G80RCC-1.8 MW wind turbine: certification, IEC IIA and IA 67 loads and 78 metres; IEC IIA
certification of towers (67 and 78 metres), blade, safety system and electrical equipment; low
temperature design version.

� G80-2.0 MW wind turbine: design certification, IEC IIA and IA, 67 and 78 metres; Typenprüfung
for 78 and 100 metres WZ II towers Certification for design of frame and Gamesa yaw design;
energy and noise quality certification; certification, loads DIBt WZ II for 60 and 67 metres towers;
detail design, high and low temperature versions.

� G80-2.0 MW FC wind turbine (version for weak grids or strict grid regulations): acceptance of
nacelle lay-out; conceptual design of 2.1 MW synchronous generator; design of FC (Full
Converter) module.

� G83-2.0 MW wind turbine: certification, loads IEC IIA (67 and 78 metres) and certification of
extender and associated joins.

� G87-2.0 MW wind turbine: Generation of 3D geometry of blade and model of shell mould.

Gamesa Eólica works unceasingly to improve the quality of its products and services. The quality
management system was awarded certification under the new ISO 9001:2000 standard throughout
the entire organisation by Lloyd’s Register. It also obtained the environmental certification to ISO
14001 standard.
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Industrial activity 

Marketing in series of the G80 and G83 models, and design of the G87 and G90 models invol-
ved the creation of new production units and a full return on the industrial investments made in
2002 for series manufacture of parts for the G80 and G83 models (towers, blades, blade
moulds, blade roots and nacelles).

- Nacelles: 
In the general area of nacelle assembly, in July 2003, Gamesa Eólica began using a new plant,
Montajes Eólicos Ágreda (Soria), exclusively given over to producing 2.0 MW gondolas. The
centre, which occupies a 44,100 square metre plot, has a floor space of 7,125 square metres
and an annual production capacity of 300 large nacelles per year. 

A new centre was also created for assembling prototypes in Imarcoain (Navarra) with a floor
area of 1,575 sq m.

Montajes Eólicos Tauste assembles both medium-capacity nacelles (850 kW) and the multi-
megawatt range (2.0 MW). 

- Blades and associated components:
In the area of manufacture of blades and associated parts (moulds and blade roots), Gamesa
Eólica began building a new blade plant in Somozas (La Coruña) for manufacturing units for the
G87 and G90 models. This centre, due to come on line in April 2004, will be built on a 66,650
sq m plot of land and will have a floor area of 18,625 sq m. The plant will have an annual pro-
duction capacity of 880 blades.

The floor space of the mould-manufacturing plant in Imarcoain (Navarra) was doubled to 4,725
sq m in order to begin making moulds for the multi-megawatt range. The plant, which has an
annual production capacity of eight 2.0 MW blade moulds, manufactured moulds for the G80
model and began manufacture of the first G87 mould in November.

Componentes Eólicos Cuenca, which produces blade roots, began making the investments
required for extending its production capacity in 2004 to cover production of units for the multi-
megawatt range. The plant will have an annual production capacity of 4,400 units in 2004.
Componentes Eólicos Albacete is now exclusively devoted to the manufacture of G80 blades. 

- Towers
In the area of tower manufacture, Gamesa undertook investments in Apoyos Metálicos for the
installation of new welding systems. At a logistical level, the company sent towers to the United
States and Italy and performed the subcontracting for these structures in China.

GAMESA-A/memo2003 ING  26/5/04 19:11  Página 13



14

- Multipliers: Echesa
Echesa, a subsidiary of Gamesa specialising in the manufacture of multipliers for the wind power
industry, centres production on the following models:

Gamesa Eólica: GE700PL (700 kW)
GE850PL (800/850 kW)

Made: PE880A (660 kW)
PE880C (800 kW)

MA800PL (800 kW)
PE1080 (1,320 kW)

Total sales of multipliers came to 868 units, compared to 565 units the previous year, represen-
ting an increase of 54%. In terms of capacity, the company sold 707 MW in 2003, up 45% on
the 486 MW sold in 2002.

In the technological sphere, in addition to the continuous improvements in the series-built pro-
duct, Echesa also developed two new multipliers.

In the latter part of 2003, Echesa was particularly involved in preparing for ISO 9001-2000
Certification, which it hopes to obtain in the first four-month period of 2004. The company intro-
duced new methods to ensure the quality of the products it manufactures, such as a machine
for washing the casing and parts, pre-circulation of oil prior to the rolling test and interim check-
lists during assembly and a final check-list on the finished machine.

By December 2003 the company had a workforce of 191, up 14% on the previous year's figu-
re of 167.
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Gamesa Energía: Leading developer in Spain and direct
involvement in 14 other countries

In 2003 the strategic change marked by Gamesa in 2002 with the creation of a business line
through the recurring sale of wind farms led to important achievements with the sale of 691 MW,
basically through a follow-up on the agreement reached with Iberdrola and other investors.
These agreements made it possible to continue showing the market the implicit value of this type
of investment, contributing significantly to the group's profits. 

Gamesa Energía held onto its lead position as a developer of wind farms in Spain, while at the
same time continuing to broaden its international involvement, which now extends to 14 coun-
tries, particularly in the European Union, North America and Australia. 

Gamesa Energía currently has a capacity of more than 15,000 MW at different phases of deve-
lopment.

In the area of construction of wind farms, 2003 was a very satisfactory year with a developed
capacity of 410 MW. One key feature of the year was the first capacity to be installed in the inter-
national arena (38 MW in Italy and Portugal and 50 MW in the United States).
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In addition, Gamesa Energía continued its strategy plan of consolidating other sources of
renewable energy, primarily in solar photovoltaic power and heat plants.

Within the industry, Gamesa Energía continued its active institutional involvement as a mem-
ber of numerous associations and bodies related to the energy industry, at a domestic level
(Plataforma Eólica, Club Español de la Energía) and on the international stage (EWEA and
AWEA). Gamesa Energía participated in the discussions aimed at developing a new payment
methodology for power production under the Special Framework, which includes wind power,
among other renewable energy sources. This new regulation offers stability and certainty in defi-
ning the price per kWh, encouraging integration and participation by these energy types in the
Spanish power system. Gamesa Energía formed Casandra Energy Services to market all pro-
ducts and services to favour incorporation of wind power into the market, and in particular a pro-
duction forecasting system, a project it had been working on for the previous three years.

Domestic market 

During 2003, Gamesa Energía continued to develop and build wind farms in Spain, obtaining a
share of around 16% of the domestic development market, with a capacity of 322 MW developed
during the year. These wind farms are located in the regions of Aragon, La Rioja, Castilla-Leon and
Castilla-La Mancha.

Key events in the development area during 2003 included:

� Obtention of administrative authorisation for 20 wind farms with a total approved capacity of
607 MW.

� Agreement with Horizontes de Energía, S.A. to develop wind farms in Andalusia.

� Laying of five high voltage power lines, totalling 61 kilometres, in different regions for drawing
off power from wind farms.

� Obtention of financing to an amount of €222 million for construction of wind farms.

International Market

During 2003, Gamesa Energía engaged its greatest efforts on international markets in the deve-
lopment and consolidation of its work in the promotion of wind projects.

This process is mainly concentrated in four geographical areas: the European Union, North America,
Australia and Latin America. The company entered the German market through the purchase and
take-over of EBV Management Holding.
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� European Union

In Europe, Gamesa Energía consolidated its wind-farm development through subsidiaries
In Portugal, Italy, Greece and France and over the year extended its activities to the United
Kingdom and Germany

During 2003, Gamesa Energía Portugal consolidated its leadership position in Portugal,
with a total of 1,200 MW in development and the granting by the Portuguese government of
connection points to the electricity network for a total of 275 MW. During the second half of
the year, the subsidiary also began construction of the “Catefica” wind farm, the first of its
nineteen sites under development. The wind farm, located to the north west of Lisbon, has
an installed capacity of 18 MW with G80-2 MW model wind turbines.

Gamesa Energía Italia made considerable progress in developing its wind farms, intensif-
ying its involvement in all regions of the country, with more than 2,300 MW in development,
of which 1,900 MW have been awarded a grid connection point. The first wind farm in the
country, “Florinas”, was installed during 2003, on the island of Sardinia, with an installed
capacity of 20 MW. The plant uses the G80 model wind turbine with a unit power of 2 MW.
In late 2003, the company obtained the site licence to begin construction of the “Iardino”
wind farm in Campania, with an installed capacity of 14 MW and another three wind farms
at a very advanced stage of development due to begin construction during the first four
months of 2004.
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Gamesa Energiaki Hellas increased its involvement in wind power development on the Greek
mainland and islands. During 2003, the company consolidated development of forty-five wind
farms on this market with a total capacity of 1,000 MW; new power connection rights were
obtained for 50 MW and administrative authorisation was obtained for 17 MW. Gamesa thus
became the first non-Greek company to achieve such authorisation.

During 2003, Gamesa Energie France continued to grow, reaching a figure of 500 MW and
advanced development in 25 parks, and thus consolidating its involvement on the French
market. 

Gamesa Energy U.K. began operations in mid-2003 and has worked intensely to create an ini-
tial portfolio of projects in the United Kingdom, especially in Wales.

The acquisition of EBV Management Holding in late 2003 confirmed Gamesa Energía's
plans for international expansion on the German market, which has the largest installed
capacity of any country in the world. EBV is a leader in the development of wind farms in
Germany where it has 10 years of experience and has developed more than 140 MW, selling
them to private investment funds. Gamesa Energía's involvement reinforces its financial
structure, which will enable accelerated growth with a forecast of 500 MW to be installed
during the next 3 years. EBV will also act as a launch pad for Gamesa Energía in countries
in Northern, Central and Eastern Europe.
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� North America

United States: 
Gamesa Energía, through its subsidiary Navitas—acquired in 2002 —continued to develop
wind projects in the United States. It commissioned its first wind farm in the state of Illinois in
record time in November 2003. This plant, “Mendota Hills”, 100% owned by Gamesa Energía,
consists of 63 model G52 RCC 800 kW turbines, with a total installed capacity of 50.4 MW. The
plant also enjoys tax incentives (“Production Tax Credits”) from the American government for the
production of wind power. 

In addition, power purchase agreements were obtained for installation of 160 MW in the state of
Wisconsin. Considerable progress was also made in the process of developing a large number
of wind farms, with a portfolio of projects of 1,800 MW in a total of nine states.

Continuing with the intensification of Gamesa's involvement in the United States, at the end of
the year, Gamesa Energía founded Gamesa Energy Southwest, based in Austin (Texas), to
centralise its development activities in the southern states.

Canada:  
During 2003, Hydro-Québec Distribution issued a bid for tenders for 1,000 MW of wind power
to be installed between 2006 and 2012 in the region of Gaspésie, in Quebec. The rules of the
competition require a large degree of local manufacture in this region, with a deadline of June
2004 for submitting tenders. Gamesa Energía went into partnership with Corporación Eólica
CESA to submit a tender, beginning a meticulous research phase in the region, installing nume-
rous measuring towers and obtaining sufficient agreements with land owners to offer the 1,000
MW required.

GAMESA-A/memo2003 ING  26/5/04 19:11  Página 19



20

� Australia

In 2003, Gamesa Energía consolidated its presence on the Australian market with the creation
of Gamesa Energy Australia Pty Ltd. and the establishment of a local structure in Sydney,
which handles the development of an estimated capacity of 500 MW, distributed in 14 parks
located in the states of New South Wales, Victoria and Tasmania.  

In addition, Gamesa Crookwell Pty Ltd. was set up specifically to develop the first wind farm.
The company plans to begin work on this park, with an installed capacity of 120 MW, in the
second half of 2004. 

� Latin America

During 2003, Gamesa Energía mainly concentrated and consolidated its efforts in this econo-
mic region on three markets: Brazil, Mexico and the Dominican Republic. 

In Brazil, wind power development was handled through Gamesa Energía Brasil in various sta-
tes in the northeast, southwest and Río de Janeiro. In 2003, advances in wind power develop-
ment in this market led to the authorisation by ANEEL, the Brazilian power regulator, of more
than 500 MW as an independent agent in the power industry as well as environmental authori-
sations for 400 MW.

In MExico, Gamesa Energía made considerable headway in developing 400 MW of wind
power in Oaxaca, one of the states with the greatest wind resources, and authorisations were
obtained for the first 20 MW.

In the Dominican Republic, where Gamesa Energía operates through PECASA (in which it
has a 57% stake, the rest being held by local partners), progress was made in all administrative
and environmental authorisations from the Dominican public authorities for an estimated wind
power of 90 MW.

� Other markets

Throughout 2003, Gamesa Energía intensified its involvement in the new EU accession states.

Gamesa Energia Polska was founded during the year, as a new wind developer in the larger
market of the ten new states which will join the EU in May 2004. The new central European sub-
sidiary has a portfolio of wind farms in development of 1,000 MW.

During the year, Gamesa Energía also analysed and examined other Central European markets
and markets from the Asia-Pacific region. 
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Gamesa Servicios: Active Involvement in Key Energy Industries

Gamesa Servicios Avanzados, through Gamesa Energía Servicios, Siemsa and Gamesa
Solar, saw key developments in the areas of renewable energy, conventional energy and the
petrochemical industry over 2003.

Gamesa Energía Servicios participated in “turnkey” assembly of wind farms for Gamesa
Energía and other developers, through Gamesa Eólica, with a total installed capacity of over
430 MW. With these new projects, Gamesa Energía Servicios retained its position as a world
leader in the installation of wind farms, with an accumulated participation of more than 3,000
MW.

During 2003, the complete wind-farm maintenance division serviced over 2,500 wind turbines
with a capacity of 2,000 MW in 70 wind farms Commissioning and maintenance work was
carried out in China, Italy, Japan and the United States, helping consolidate Gamesa Energía
Servicios position as one of the world's leading wind-power services companies.
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In the area of maintenance, Gamesa Energía Servicios carried out complete maintenance of
the Castellón combined-cycle plant, including electrical, instrumentation and mechanical acti-
vities, and maintenance of the Bahía de Bizkaia combined-cycle plant.

Gamesa Energía Servicios and Siemsa have considerable electrical engineering capacity for
carrying out turnkey substation projects. Springing out of the recognition of this professiona-
lism is the framework agreement for substations signed between Iberdrola and Siemsa, and the
prize for “Year's Best Better Supplier”, in the Works and Services, Large Companies category.

In other areas of renewable energy, Gamesa Solar was awarded the contract for the second
phase of the “Seville, Solar City” project, involving a total of fifty-two 5kW plants installed in
public schools run by Seville City Council. 

Gamesa Solar also installed solar photovoltaic plants at several wind farms and buildings
owned by the Gamesa Group, as well as launching Phase I of a project entitled “Solar Garden
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for Gamesa Employees”, which forms part of the company's commitment and support for clean
renewable energy.

Gamesa Solar has also worked actively on relaunching the production of solar heat panels by
Made Solar at its factory in Almazán (Soria) and the manufacture of these panels in the
Aznalcóllar plant (Seville), together with the manufacture of photovoltaic panels and the deve-
lopment and consolidation of Made's distribution network in Spain.

Gamesa Energía Servicios' training school, authorised by the national employment institute,
INEM, gave courses on maintenance of wind farms, instrumentation and control, electricity, ins-
trumentation pipes and installation of solar panels. Classes were given by Gamesa's own elec-
trical mechanical engineers. A total of 135 unemployed students took part, 80% of whom
managed to find work on completion of the course.

Thanks to its involvement in preventative and corrective maintenance and also its experience in
halting and reloading power stations, Siemsa continues to be one of the country's leading pro-
viders of these services.

In the petrochemical industry, Siemsa continues to be one of Spain's leading providers of ser-
vices of electrical maintenance and instrumentation and control of chemical and petrochemical
plants, with important actions in all the Repsol and CEPSA refineries in the country. An impor-
tant feature is the assembly of the instrumentation for the P-42 hydrocracker for Repsol
Petróleo Puertollano, and the electrical and instrumentation assembly for reconstruction follo-
wing an accident at the plant.

Siemsa's department of analysers played a particularly important role: one of the most impor-
tant activities involved supply of the systems for analysing emissions and the water steam
cycles for the combined cycle plants built during 2003.

At the same time, Siemsa Control y Sistemas carried out a series of extensions and took char-
ge of maintenance of the distributed control systems at the Bahía Bizkaia Gas regasification
plant and the Bahía Bizkaia Electricidad combined-cycle plant and also carried out automation
of the “Environmental Technology Park” in Mallorca.

In the international arena, 2003 was a year of growth and consolidation for Gamesa Servicios
Brasil and Gamesa Servicios Portugal. The year also saw the creation of new companies;
Gamesa Energía Servizi (Italy) and Gesscada (Mexico)—which began operations by perfor-
ming the automation of fiscal measuring stations (transfer and measurement of crude) at
various Pemex facilities.

In another initiative intended to reinforce the structure of Gamesa Servicios Avanzados, a
new company, SETYLSA (Servicios de Elevación, Transporte y Logística) was set up during
2003.
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Business at Gamesa's aeronautical division was ahead of start-of-year expectations. Improvements
in activity and the results obtained have laid the foundations for recovery, and with the purchase of
companies operating in the strategic area of components, the outlook is good for renewed growth in
this division.

Aeronautical: Improved results and beginning
of growth
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Structures: Commitment to Diversification

Gamesa has shown its clear commitment to this sector, targeting growth and flexibility. The
group's main programmes in 2003 highlighted its diversification, not only in the field of regional
aircraft—which form the basis of its main activity—but also in the area of large commercial pla-
nes and helicopters.

50 and 70-seat Embraer regional aeroplanes

In 2003 Gamesa Aeronáutica delivered a total of 95 aeroplanes for the ERJ 145, ERJ 135, ERJ
140, ECJ 135 and ERJ 145 XR programmes.

One of the year's key events was the signing of a contract with Embraer's joint venture in China
and supply of the first aeroplane for that market.

The company has all the resources to grow above the 100 aeroplane mark again in 2004.

By the end of 2003, Embraer had firm orders for 219 aeroplanes and a further 543 purchase
options, confirming the great success of the programme which is forecast to extend to 1,500
aeroplanes.

Gamesa also delivered a total of 21 aeroplanes in the over-70-seat range during 2003 (Embraer
170, Embraer 175 and Embraer 190), to meet the customer's requirements. Of these deliveries,
4 aeroplanes were used to back the certification campaigns and 17 to ensure first supplies to
customers. The EMBRAER 170 was certified by the Brazilian aeronautical authorities in February
2004.
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By the end of 2003, and before certification was obtained, Embraer had a portfolio of orders for this
range of more than 550 aeroplanes, consisting of 245 firm orders and 305 purchase options, not
including the latest commercial negotiations.

Bombardier 70-seater regional aeroplane range

The Bombardier 70-seater programme continued apace with an increase in deliveries of the over-
70-seater aeroplanes, CRJ 700 and CRJ 900 (90 seats), of which Gamesa Aeronáutica delivered
a total of 36 aeroplanes in 2003, while at the same time preparing the resources for growing beyond
50 units in 2004.

Helicopters

Gamesa Aeronáutica's helicopter activities centred on the Sikorsky S92. 2003 was the first year
of series production of this model, with delivery of 6 units, following certification of the helicopter in
December 2002.

Commercial aeroplanes of over 100 seats: Airbus A380

During 2003, Gamesa delivered the first three prototypes to Airbus on schedule. Airbus already had
129 firm orders for this model and 49 purchase options.
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Components: Boom in composite materials  

Composite materials featured strongly in the renovation of the aeronautical structures in new
projects developed in 2003 by Gamesa's strategic aeronautical components area for large air-
craft manufacturers such as Airbus and Boeing. The aeronautical division continued its involve-
ment in the Airbus A310, A320 and A340 programmes, and in the Eurocopter EC-135 and
Eurofighter (EFA) programmes. It also manufactured pieces in composite materials for the
Meteosat satellite, for Sener.

Acquisitions and international establishment

In 2003, Gamesa bought over NMF Europa, thus incorporating peen-forming technology, as well
as a unit for surface treatment of large pieces to complement Aeromac's machining capacity. 

Gamesa also signed an option for ICSA as set out in a contract in January 2004. with a consequent
increase in resources/capacity for parts in composite materials, as well as a significant increase in
its level of activity with Airbus, particularly in the A380 programme.

At the same time, the company intensified its involvement in new projects with the leading aeropla-
ne manufacturers and particularly Boeing, Airbus and Bombardier.

The company reached an agreement with Embraer for introduction in Brazil in the year 2004. It is
also studying the possibility of doing the same in North America in the future.

R&D and competitiveness-enhancing projects

Gamesa continued to work to boost its technological level and improve competitiveness. An auto-
mated panel-assembly cell was installed and the company was involved in several consortia as part
of the Fifth European Framework Programme, Profit and Intek.

Quality

During 2003, the company carried out the following actions in the area of the quality:

� ISO9000:2000 and EN9100 certification of Fibertecnic and Easa (Getaria Plant) within Gamesa
Aeronáutica's quality system and arrangement.

� Obtention of the Ekoscan diploma from the regional Basque environment ministry for the intro-
duction of the Ekoscan environmental management tool in the Miñano, Fuasa, Moasa, Aeromac
and Fibertecnic plants.

� Introduction of an environmental management system for ISO 14001 certification, forecast for
mid-2004.

GAMESA-A/memo2003 ING  26/5/04 19:11  Página 27



28

GAMESA-A/memo2003 ING  26/5/04 19:11  Página 28



29

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

Auditor’s Report

Lega l  Rev iew
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Gamesa Corporación Tecnológica, S.A. and
Subsidiaries composing the Gamesa Group

Consolidated Financial Statements for the year ended December 31, 2003
and Management Report 
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ASSETS 31.12.03 31.12.02

FIXED AND OTHER NONCURRENT ASSETS

Start-up expenses 6,674 6,297 

Intangible assets, net (Note 6) 198,674 170,706 

Tangible fixed assets, net (Note 7) 251,767 201,075  

Long-term investments, net  (Note 8) 16,112 19,323 

Treasury stock - 13,606  

Total fixed and other noncurrent assets 473,227 411,007  

CONSOLIDATION GOODWILL (Note 9) 307,829 298,496 

DEFERRED CHARGES 4,549 7,358  

CURRENT ASSETS

Due from shareholders for capital calls 6 -

Inventories (Note 10)-

Inventories - Wind-powered facilities 156,563 379,213

Inventories - Other 228,630 274,018

385,193 653,231

Accounts receivable-

Trade receivables for sales and services 613,925 262,181

Receivable from Group companies (Note 16) 92,112 52,322

Other accounts receivable (Note 11) 105,323 98,919

Allowances (5,510) (724)

805,850 412,698

Short-term investments (Note 12) 107,948 133,297

Short-term treasury stock (Note 13) 14,607 -

Cash 33,603 33,851

Accrual accounts 1,804 1,918

Total current assets 1,349,011 1,234,995

TOTAL ASSETS 2,134,616 1,951,856

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

Consolidated Balance Sheets as of December 31, 2003 and 2002 (Notes 1 to 4)

(Thousands of Euros)
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The accompanying Notes 1 to 24 and Exhibit are an integral part of the consolidated balance sheet as of December 31, 2003.

SHAREHOLDERS' EQUITY AND LIABILITIES 31.12.03 31.12.02

SHAREHOLDERS' EQUITY (Note 13)

Capital stock 40,550 40,550

Reserves of the Parent Company 71,254 82,574

Reserves at consolidated companies 249,209 133,177

Income attributable to the Parent Company 201,790 135,610

Interim dividend (29,499) -

Total shareholders' equity 533,304 391,911

MINORITY INTERESTS (Note 15) 2,416 10,782

DEFERRED REVENUES (Note 4-j) 30,960 23,081

PROVISIONS FOR CONTINGENCIES AND EXPENSES (Note 21) 51,486 30,720

LONG-TERM DEBT

Payable to credit institutions (Note 14)-

Payables relating to wind-powered facilities 7.646 9,042

Other payables to credit institutions 579,330 347,322

586,976 356,364

Other payables (Note 21) 119,217 89,112

706,193 445,476

CURRENT LIABILITIES:

Payable to credit institutions (Note 14)-

Payables relating to wind-powered facilities 102,120 289,043

Other payables to credit institutions 195,127 343,032

297,247 632,075

Payable to Group companies (Note 16) 19,026 10,943

Trade accounts payable (Note 3-b) 408,080 260,926

Other nontrade payables (Note 3-b) 79,352 142,656

Operating allowances 3,099 1,490

Short-term provision for contingencies and expenses (Note 4-o) 1,851 -

Accrual accounts 1,602 1,796

Total current liabilities 810,257 1,049,886

TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES 2,134,616 1,951,856
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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, 2003 and 2002 (Notes 1 to 4)

(Thousands of Euros)

DEBIT 2003 2002

EXPENSES:
Decrease in finished goods and work-in-process inventories 216,968 -
Materials used in operations and other external expenses (Note 20) 815,203 620,754
Personnel expenses (Notes 4-ñ and 20) 196,728 157,881
Depreciation and amortization expense

(Notes 4-a, 6 and 7) 47,254 57,603
Variation in operating allowances (Note 21) 26,867 16,258
Other operating expenses 99,301 91,732

I. OPERATING INCOME 251,685 207,432
1.654,006 1.151,660

Financial and similar expenses-
On debts to third parties and similar expenses (Notes 14 and 21) 33,427 51,167

Losses on investments (Note 4-o) 1,851 -
Exchange losses 6,456 2,811

41,734 53,978

Amortization of consolidation goodwill (Note 9) 23,286 15,795

III.  INCOME FROM ORDINARY ACTIVITIES 201,298 143,703

Losses on fixed assets 2,243 734
Variation in tangible fixed asset, intangible

asset and control portfolio allowances (Note 4-f) (2,442) (286)
Extraordinary expenses (Note 20) 6,191 3,717
Prior years' expenses and losses (Note 20) 3,755 2,690
Losses on transactions involving treasury stock and

own debentures (Note 4-f ) 208 318

IV. EXTRAORDINARY INCOME 9,120 504
19,075 7,677

V. CONSOLIDATED INCOME BEFORE TAXES 210,418 144,207

Corporate income tax (Note 17) 8,658 5,688

VI. CONSOLIDATED INCOME FOR THE YEAR 201,760 138,519

Income attributed to minority interests (Note 15) (30) 2,909

VII. INCOME FOR THE YEAR ATTRIBUTED
TO THE PARENT COMPANY 201,790 135,610

GAMESA-C/memo2003 ing  26/5/04 19:10  Página 36



37

CREDIT 2003 2002

REVENUES:
Net sales (Note 20) 1,571,821 1,091,278
Increase in finished goods and work-in-

process inventories - 9,974
Capitalized expenses of Group

work on fixed assets (Notes 4-b, 4-c, 6 and 7) 51,154 45,363
Other operating revenues 31,031 5,045

1,654,006 1,151,660

Other financial revenues 3,282 1,908
Income from short-term investments (Note 12) 959 1,471
Exchange gains 9,521 2,665

II. FINANCIAL LOSS 27,972 47,934
41,734 53,978

Reversal of negative consolidation differences (Note 4-g) 871 -

Gains on fixed assets 1,084 980
Capital subsidies transferred to income 
for the year (Note 4-j) 3,315 833

Extraordinary revenues 2,187 3,823
Prior years' revenues and income (Note 20) 6,107 1,897
Income from transactions involving treasury stock and

own debentures (Notes 4-f and 8) 6,382 144

19,075 7,677

The accompanying Notes 1 to 24 and Exhibit are an integral part of the consolidated statement of income for 2003.
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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, 2003

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-income securities issued by the companies in which it has ownership interests or the grant of par-

ticipating 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 interests in
companies with an identical or a similar corporate purpose. The Company may not engage in any activity for which legisla-
tion imposes specific conditions or limitations if it does not comply in full with these requirements. 

Currently, the Gamesa Group operates as a group which manufactures and is the principal supplier of leading-edge pro-
ducts, installations and services in the aeronautical and renewable energy industries, structured in the following lines of busi-
ness (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% a year to 16% in 2004.

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

- Structures (aeronautical
projects)

- 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

GAMESA-C/memo2003 ing  26/5/04 19:10  Página 38



39

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. The acquisition from the Gamesa Group of wind-powered facilities under development, construction and in operation
with a total capacity of 982 MW. In this connection, on November 29 and December 5, 2002, the two parties ente-
red into contracts of undertaking relating to the purchase and sale of the shares owned by the Gamesa Group in 24
companies owning wind-powered facilities. As of December 31, 2003, 21 of these wind-powered facilities had been
sold, 19 of them in 2003 (see Note 16). The remainder will foreseeably be sold in 2004.

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 the opinion of the Spanish antitrust authorities, authorized this framework
agreement, establishing certain conditions and, in particular, the obligation to reduce to two years the term of the supply agreement for
the wind generators manufactured by Gamesa and that of the maintenance agreement for the machinery supplied under the aforemen-
tioned framework agreement. Both conditions were finally agreed upon by the two parties in 2003.

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, 2003, are
as follows (see Notes 3-d and 3-e):

Aeronautical -

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

and components 100%

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

Energy -

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

Green Energy Transmission, S.A. Álava Manufacture of wind-powered facility 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) 50,548 11,277 99,317 21,303

Gamesa Industrial Aut., S.A.  (1) 2,193 1,821 1,847 354

Energy -

Gamesa Energía, S.A. and subsidiaries (consolidated) (3) 43,893 35,491 78,011 188,136

Green Energy Transmission, S.A. (4) 60 61 - -

Other - 

Cametor, S.L. (4) 4,577 3,902 1,410 (597)

Getysa, S.A.U. and subsidiary (consolidated) (2) 2,520 485 (118) (102)

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

(*) Cost per owner company’s books, net of investment valuation allowances
(1) Companies audited by PricewaterhouseCoopers
(2) Company audited by Attest Consulting
(3) Subgroup audited by Deloitte & Touche, including companies audited by other auditors (see Exhibit)
(4) 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 activities and the main economic, financial and other information on them. The changes in the scope of con-
solidation arising in the year are described in Note 3-e.

a) True and fair view-

The accompanying 2003 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, 2003, include certain reclassifications to unify the accounting and presentation methods of the consolidated com-
panies with those of the Parent Company.

The accompanying consolidated financial statements are presented in accordance with the provisions of Royal Decree
1815/1991 on the rules for the preparation of consolidated financial statements and, accordingly, they give a true and fair view
of the Gamesa Group's net worth and financial position, and of the consolidated results of its operations and of the funds obtai-
ned and applied by it. Also, the consolidated and individual financial statements as of December 31, 2003, of the consolidated
subsidiaries, which were prepared by their directors, will be submitted for approval by the Shareholders' Meetings of the respec-
tive 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, 2003, is as follows: 

3. Basis of presentation

Thousands of Euros
Customer advances-

Advances received from customers on orders 57,556
Transfer of “Customer Advances” to “Trade Receivables for Sales and Services” (32,504)

Accounts payable for purchases and services 382,417
Notes payable 611

TOTAL 408,080

Of the total advances billed to customers shown in the foregoing table, as of December 31, 2003, approximately €18,223 thou-
sand had not yet been collected, and the related account receivable is recorded under the “Trade Receivables for Sales and
Services” caption. 
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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” caption includes, basically,  approximately €13,847
thousand relating to the account payable to shareholders (except Corporación IBV, Servicios y Tecnologías, S.A. and
Nefinsa, S.A. - see Note 16) arising from the 2003 interim dividend (see Note 5) and €15,997 thousand relating to the
account payable arising from the equity swap contract entered into by the Parent Company (see Notes 4-f and 12).

Thousands of Euros
Other nontrade payables-

Compensation payable 12,880
Taxes payable (Note 17) 35,714
Other payables 30,758

TOTAL 79,352

c) Accounting policies-

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

d) Consolidation principles-

The accompanying 2003 consolidated financial statements were prepared by fully consolidating the financial statements as
of December 31, 2003, 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 by eliminating the intercompany transactions and balances. The equity of minority inte-
rests in the net worth and results of 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” met-
hod. 

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 met-
hod) (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-

Change in accounting method-

In 2003 the Gamesa Eólica subgroup modified the accounting classification relating to the valuation method (percentage of
completion) applicable to the contracts for the sale of wind generators entered into with third parties (see Notes 4-h and 4-
p). Through 2002 the percentage-of-completion margin relating to these contacts had been recorded with a charge to the
“Inventories” caption in the balance sheet and with a credit to the “Increase in Finished Goods and Work-in-Process
Inventories” caption in the statement of income. In 2003 this margin was recorded with a charge to the “Trade Receivables
for Sales and Services” caption in the balance sheet and with a credit to the “Net Sales” caption in the statement of inco-
me. The effect of this change in method was not material.
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Accordingly, any comparison between the consolidated financial statements for the two years must taje into account this
modification, which does not have any net worth effect.

Changes in the scope of consolidation-

The most significant variations in the scope of consolidation in 2003 were as follows (see Notes 6, 7, 8, 15 and 23):

� On February 21, 2003, the subsidiary Gamesa Energía, S.A. acquired all the shares of Cantarey Reinosa, S.A. for
approximately €825 thousand, giving rise to goodwill of approximately €4,928 thousand (see Note 9).

� On July 29, 2003, the subsidiary Gamesa Energía, S.A. acquired all the shares of Made Tecnologías Renovables, S.A.
for approximately €25,025 thousand, giving rise to goodwill, following unification of this company’s financial state-
ments with those of the Gamesa Group, of approximately €24,288 thousand (see Note 9).

� On November 29, 2002, the subsidiary Gamesa Energía, S.A. entered into a Framework Agreement with Iberdrola
Energías Renovables II, S.A. for the transfer of a series of wind- powered facilities owned by Gamesa Energía, S.A.
under development, construction and in operation with a total capacity of 982 MW, and a contract through December
31, 2006, for the sale of wind generators (with a capacity of 1,100 MW) and maintenance services to this company
by Gamesa Group companies. The agreement also envisages the formation of joint ventures for the operation of
wind-powered facilities in Spain and abroad. In this connection, on November 29 and December 5, 2002, the two
parties entered into contracts of undertaking for the purchase and sale of the shares held by the Gamesa Group in
24 companies owning wind-powered facilities. Under these agreements, in 2003 Gamesa Energía, S.A. sold to
Iberdrola Energías Renovables II, S.A. its holdings in 19 subsidiaries owning wind-powered facilities (see Note 20).

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, preoperating expenses relating to various projects, expenses
incurred prior to the commencement of operations of certain investees and capital increase expenses, are recorded at the
amounts incurred or paid and are amortized on a straight-line basis over a maximum period of five years from the date of
commencement of production. This caption also includes the preoperating expenses incurred in the aeronautical line of busi-
ness project, the net amount of which was €3,775 thousand as of December 31, 2003. These expenses are being amorti-
zed systematically from the date of entry into mass production, on the basis of the project’s estimated sales, which, in cer-
tain cases, exceed the maximum period of five years established by current accounting legislation.

Approximately €2,098 thousand of amortization of start-up expenses were charged to income in 2003, and this amount was
recorded under the “Depreciation and Amortization Expense” caption. The other main variations in 2003 include additions of
approximately €2,005 thousand and changes in the scope of consolidation amounting to approximately €470 thousand (see
Note 23).

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 allo-
cation over time is clearly defined. Also, the directors of the Gamesa Group have sound reasons to foresee the technical suc-
cess and economic and commercial profitability of these projects, based on the percentage of completion of its projects and
especially on its backlog. The Group companies basically amortize their intangible assets systematically, based, in the aero-
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nautical industry, on the project’s estimated sales, which in certain cases exceed the maximum period of five years establis-
hed by current accounting legislation (see Note 6), and, in the energy industry, by the straight-line method once the project
in question has been completed. 

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 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

Of the depreciable tangible fixed assets of the aeronautical line of business, items relating to aeronautical projects, which as of
December 31, 2003, had a net book value of €68,228 thousand (see Note 7), are depreciated at increasing rates based on esti-
mated production, taking the maximum profitable life of the project to be eight to ten years from the date of commencement 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 (see Note 8) 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 dis-
closed at the time of the acquisition and still existing at the date of subsequent valuation, the Group records the related allowan-
ces 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).
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g) Consolidation goodwill and negative consolidation difference-

Consolidation goodwill-

The Gamesa Group amortizes goodwill arising in the acquisition of holdings in companies and assigned to expectations of futu-
re income over the estimated period in which it is expected to contribute to the generation of income, up to a maximum period
of 20 years. At each year-end, the directors 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 accom-
panying consolidated statement of income. 

f) Treasury stock-

On May 22, 2003, as in the preceding year, the Parent Company’s 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, 2003, as in the preceding year, there were two types of treasury stock: on the one hand, treasury stock
assigned to the stock option incentive plans explained in Note 4-ñ and, on the other, treasury stock for 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. This transaction expired on December 31, 2003, in accordance with the exercise terms established in
the incentive plans, as detailed in 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 in 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, the sole holder of the treasury stock. In 2003 the Parent Company released allowances for a net total of €1,092
thousand. This amount relates, on the one hand, to the release of an allowance amounting to approximately €2,442 thou-
sand, recorded with a credit to the “Variation in Tangible Fixed Asset, Intangible Asset and Control Portfolio Allowances”
caption in the accompanying consolidated statement of income and, on the other hand, to the recording of allowances
amounting to approximately €838 thousand and €512 thousand, with a charge to the “Reserves of the Parent Company –
Voluntary Reserves” and “Reserves of the Parent Company – Additional Paid-in Capital” captions, respectively, in the
accompanying consolidated balance sheet (see Note 13).

The stock market treasury stock trading transactions gave rise to a loss of approximately €208 thousand and a gain of
approximately €532 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, res-
pectively, in the consolidated statement of income (see Notes 13 and 23).

Lastly, in 2001 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 12). 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. This
contract expires in July 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
related notional amount (to reflect the rights and obligations under this contract) under the “Short-Term Investments” and
“Other Nontrade Payables – Other Payables” captions (see Note 3-b) in the accompanying consolidated balance sheet,
and, accordingly, these short-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 2003 year-end, the Parent Company
recovered in full €5,850 thousand 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 Notes
8 and 23).
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However, the acquisition of a 30% holding in Gamesa Energía, S.A. in June 2000 gave rise to goodwill of €107,882 thousand,
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) in 2000. 

Negative consolidation difference-

This caption relates to the negative difference arising in 2003 between the acquisition cost of the subsidiary NMF Europa, S.A.U.
(see Exhibit) and its underlying book value at the acquisition date.

In view of the unfavorable evolution of this subsidiary’s results at year-end, the Company allocated to income the full amount of
the negative consolidation difference (approximately €871 thousand) with a credit to the “Reversal of Negative Consolidation
Differences” caption in the accompanying consolidated statement of income.

h) Inventory valuation-

Inventories of raw materials and other supplies, work-in-process and finished goods are mainly valued at the lower of average
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.

The fixed assets (basically wind generators, plant, civil engineering work and start-up and preoperating expenses) of the wind-
powered facilities that are included in the scope of consolidation and earmarked for sale are classified as inventories and are
valued in the same way as other inventories. These fixed assets remain under the “Inventories” caption until the wind-powered
facilities to which they are assigned are effectively sold. 

If a wind-powered facility earmarked for sale has been in operation for, on average, over one year and there are no third-party
purchase commitments, options, etc. therefor, the fixed assets assigned thereto are transferred from this caption to the “Tangible
Fixed Assets” caption.

The valuation method applicable in relation to the contracts for the sale of wind generators entered into with non-Group compa-
nies is described in Note 4-p. 

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 situation
of each of the customers of the consolidated companies and of the estimated amount of uncollectable receivables.

j) Deferred revenues-

The capital subsidies granted by government agencies are recorded in the year in which they are granted, and are allocated to
income, starting when depreciation of the subsidized assets commences, on a straight-line basis over a period similar to the use-
ful life of these assets (see Notes 4-a, 4-b, 4-c, 6 and 7).

The variations in 2003 in the “Deferred Revenues” caption were as follows: 

Official capital subsidies 23,081 9,882 (3,315) 1,312 30,960

TOTAL 23,081 9,882 (3,315) 1,312 30,960

Thousands of Euros

Balance at
12/31/02

Allocation to
Income

(Note 23)

Variations in the
Scope of

Consolidation
(Notes 3-e and 23)

Additions
(Note 23)

Balance at
12/31/03
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This caption includes mainly the subsidies obtained (but not yet allocated to income) by Gamesa Producciones Aeronáuticas,
S.A., Gamesa Desarrollos Aeronáuticos, S.A., Fuselajes Aeronáuticos, S.A. and Easa del Sur, S.A. for the performance of
various projects. 

In 2003 capital subsidies were granted by government agencies to Fuselajes Aeronáuticos, S.A. and Easa del Sur, S.A.
amounting to approximately €4,585 thousand and €3,764 thousand, respectively.

Operating subsidies are taken to income in the year in which they are granted. €3,330 thousand were recorded in this con-
nection in the accompanying 2003 consolidated statement of income (of which €917 thousand relate to the aeronautical line
of business), and this amount is included 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 ERJ –145/135 aeronautical program, which might give rise to contin-
gencies for the Group 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 envisaged date of maturity, disposal or repayment. Accordingly,
debts maturing at over 12 months from the balance-sheet date are classified as long-term debt, except in the case descri-
bed 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, entails 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-

Since 2002 Gamesa Corporación Tecnológica, S.A., the Parent Company, and certain subsidiaries located in the Basque
Country subject to Álava corporate income tax legislation have filed corporate income tax returns under the special conso-
lidated 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 income befo-
re 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 benefit relating to the tax losses and tax credits and relief, if any, is recorded as a reduction of corporate income tax
in the year in which entitlement to the credit arises, provided that a reasonable estimate of the evolution of the company or
companies composing the consolidated tax  group, where appropriate, indicates that the related credits may be used in the
future since it is deemed that their recovery is reasonably assured over a maximum time horizon of ten years. 
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n) Severance costs-

Under current labor legislation, the consolidated companies are required to pay severance to employees terminated under
certain conditions. In 2003 a one-off voluntary redundancy plan was implemented for certain aeronautical companies and
the related severance payments, amounting to approximately €1,631 thousand, were recorded under the “Extraordinary
Expenses” caption (see Note 20) in the accompanying consolidated statement of income.

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

ñ) Commitments to employees-

Incentive plan-

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 imple-
mented progressively through the approval of its successive phases.

Phases I and II of this Incentive Plan, the features of which are described below, expired on December 31, 2003.

� Phase I: a number of stock options was established (a maximum of 570,000 options) for a maximum of 90 Group
executives. The specific number of options corresponding to each beneficiary depends on the fulfillment of certain
conditions for the period from 2001 to 2003 relating 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 beneficiary achieves his/her annual targets. The number of shares that corres-
ponds to each beneficiary is calculated by multiplying the number of options obtained by the difference between the
settlement price (arithmetic mean of the closing price of the share during the 30 days immediately prior to December
31, 2003) and ¤24.50, divided by the market price of the share at that date. In order to exercise the options, the
beneficiaries must duly notify the Parent Company of their intention to exercise them, within a maximum period of 25
days from the expiration date of this Phase I. At the date of preparation of these consolidated financial statements,
no beneficiary had opted to exercise the options and, accordingly, since the exercise period had elapsed, and alt-
hough the aforementioned arithmetic mean exceeded €24.50 (€24.93 to be precise), no allowance had been recor-
ded in this connection as of December 31, 2003.

� Phase II: a number of stock options was established (a maximum of 810,999 options) for a maximum of 45 Group
directors and executives. The exercise of the options is subject to the individual annual targets of the beneficiaries
being met during the period from 2001 to 2003. The number of shares that corresponds to each beneficiary is cal-
culated by multiplying the number of options obtained by the difference between between the settlement price (arith-
metic mean of the closing price of the share during the 30 days immediately prior to December 31, 2003) and €12.6,
divided by the market price of the share at that date. The aforementioned arithmetic mean will be upwardly adjusted
by the amount of the dividend distributed in 2003 (see Notes 4-f and 13). As in Phase I, in order to exercise the
options, the beneficiaries must duly notify the Parent Company of their intention to exercise them, within a maximum
period of 25 days from the expiration date of this Phase II. At the date of preparation of these consolidated financial
statements, all the beneficiaries under Phase II of the incentive plan that had met their individual targets had notified
the Parent Company of their intention to exercise of the options. 

As established for both phases, the options are settled 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, as of December 31, 2003, the Parent Company had locked 811,000 shares of
treasury stock at €12.6 per share, for a total amount of €10,218 thousand (see Note 13). These shares will be used, on the
one hand, to deliver to the beneficiaries the shares obtained as described above, and on the other, as a hedge, the remai-
ning shares being sold at that date so that the gain obtained offsets exactly the cost of the shares delivered. Thus, these
shares of treasury stock are acting as a hedging instrument to offset the cost of this Incentive Plan and, accordingly, no pro-
vision was recorded in this connection (see Note 4-f).

At the date of preparation of these consolidated financial statements, the beneficiaries under Phase II had received the rela-
ted shares. Also, the remaining locked shares had been sold as coverage for this delivery.
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Objective-based incentive remuneration system-

In due time, the Parent Company’s Board of Directors resolved to establish a pluriannual bonus for executives of the Parent
Company and its subsidiaries, the amount of which is determined on the basis of earnings in 2002, 2003 and 2004, and the
extent to which the beneficiary attains his/her annual objectives.

In order to meet the aforementioned commitments at their maturity date (January 2005), and assuming a 100% attainment
of objectives and a straight-line accrual over the period from 2002 to 2004, the Parent Company recorded a provision
amounting to approximately €4,679 thousand under the “Provisions for Contingencies and Expenses” caption (see Note 21)
in the accompanying consolidated balance sheet, with a charge to the “Personnel Expenses” caption (see Note 20) in the
accompanying consolidated statement of income.

o) Foreign currency transactions-

Receivables and payables denominated in foreign currencies are translated to euros at the exchange rates ruling at the tran-
saction 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 offi-
cially 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.

In addition, in 2003 the Parent Company, in order to reduce the exchange rate risk of the Group’s net monetary flow in U.S.
dollars, entered into a forward foreign currency agreement with a financial institution, whereby it undertook to buy, at the
beginning of 2004, US$ 32 million at an exchange rate of US$ 1.1713 dollar/€1. At year-end, the Parent Company recorded
approximately €1,851 thousand under the “Short-Term Provision for Contingencies and Expenses” caption for the potential
loss arising from the difference between the agreed-upon exchange rate and the year-end exchange rate of the currencies
involved in the transaction. 

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 services
occurs, regardless of when the resulting monetary or financial flow arises.

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

The sale of wind-powered facilities whose fixed assets are classified as inventories is recorded under the “Net Sales” cap-
tion for the total price of the shares of the wind-powered facility plus the amount of the net debt relating to the facility (total
debt less current assets). At the same time, the related 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 (loss) obtained from the sale. 

The application of this accounting method arises from the reply of the Spanish Audit and Accounting Institute (ICAC) dated
November 19, 2002, to the query made by the Company in relation to the accounting classification to be applied to the
assets of the wind-powered facilities for sale (see Note 4-h) and to the income (loss) obtained from the disposal of these faci-
lities.

Each wind-powered facility adopts the legal structure of a corporation, whose shares are fully consolidated in the accom-
panying financial statements. 

The electricity-producing wind generators manufactured and the civil engineering activities carried on by Gamesa Group
companies are the main assets of a wind-powered facility, which, in turn, is largely financed by long-term payables to credit

GAMESA-C/memo2003 ing  26/5/04 19:10  Página 48



49

institutions on a “project finance” basis (see Note 14).

As a general rule, a wind-powered facility is effectively sold once it has entered into operation and has successfully comple-
ted the start-up period.

Also, the Gamesa Eólica subgroup and Made Tecnologías Renovables, S.A. apply the percentage-of-completion method to
outright wind generator sale contracts which, as of December 31, meet the following requirements:  

� they relate to complete wind generators, 

� the wind generators are specifically assigned to a particular contract with a non-Group company, in which all the obli-
gations and conditions of the transaction are determined and the selling price is established, 

� there is no foreseeable risk of the contract being terminated.

The aforementioned percentage-of-completion method involves the recognition as a revenue in the statement of income of
the result of applying to the selling price of each wind generator the coefficient of the actual costs incurred to the total pro-
jected costs to be incurred through the date on which the wind generator is installed and made available to the customer
for its entry into operation. 

Accordingly, the Group records the total cost incurred for each wind generator that meets these requirements and its rela-
ted percentage of completion under the “Trade Receivables for Sales and Services” caption with a credit to the “Net Sales”
caption. The related costs incurred are recorded with a charge to the “Materials Used in Operations and Other External
Expenses” caption in the accompanying consolidated statement of income. The “Trade Receivables for Sales and Services”
caption is presented net of the advances billed to customers.

The proposed distribution of 2003 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: 

At its meeting held on December 18, 2003, the Parent Company’s Board of Directors resolved to distribute an interim dividend amoun-
ting to approximately €29,499 thousand out of 2003 income (see Note 3-b). The obligatory provisional accounting statement prepared
on December 18, 2003, to evidence the existence of sufficient liquidity is as follows:

5. Distribution of income

Thousands of Euros

Basis of distribution:

Income for the year 119,739

Distribution:

Interim dividend 29,499

Final dividend 35,000

To voluntary reserves 55,240

TOTAL 119,739

Thousands of Euros

Cash at the date it was resolved to distribute the dividend 49,484

Gross amount of interim dividend (29,499)

Collections scheduled within 12 months 2,235

Payments scheduled within 12 months (4,602)

Projected cash one year after the date

it was resolved to distribute the dividend 17,618
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COST:
Research and development expenses 243,600 40,801 (17,341) 7,179 - - 274,239
Administrative concessions 421 377 - - - - 798
Intellectual property 159 171 (8) 232 - (6) 548
Leasehold assignment rights 164 1,039 - - - - 1,203
Computer software 9,267 1,957 (112) 775 - - 11,887
Rights on leased assets 6,359 111 (236) 2,909 (69) (76) 8,998

TOTAL COST 259,970 44,456 (17,697) 11,095 (69) (82) 297,673

ACCUMULATED AMORTIZATION:
Research and development expenses (75,133) (15,064) - (1,615) - - (91,812)
Administrative concessions (3) (25) - - - - (28)
Intellectual property (142) (58) 4 (46) - - (242)
Computer software (3,158) (1,059) 12 (174) - - (4,379)
Rights on leased assets (1,813) (768) 129 (183) 56 41 (2,538)

TOTAL ACCUMULATED  AMORTIZATION (80,249) (16,974) 145 (2,018) 56 41 (98,999)

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

TOTAL, NET 170,706 27,482 (8,537) 9,077 (13) (41) 198,674

The detail of the intangible assets, by line of business, as of December 31, 2003, is as follows:

The main additions to the balance of the “Research and Development Expenses” caption were due to the performance of aeronautical
projects amounting to approximately €16,770 thousand, and to the development at Gamesa Eólica, S.A. of new models of wind gene-
rators and the optimization of the performance of their various components, amounting to approximately €21,050 thousand. The net
balance as of December 31, 2003, of the “Research and Development Expenses” assigned to the aeronautical line of business amoun-
ted to approximately €150,898 thousand. These expenses relate to the S-92, ERJ/145XR, ERJ/170 and A-380 projects. The production
phase of the ERJ/145XR and ERJ/170 projects commenced at the end of 2002, that of the S-92 project commenced at the end of 2003
and the production phase of the A-380 project will foreseeably commence in 2004-2005.

Intangible asset retirements relate basically to the research and development expenses of the subsidiary Gamesa Producciones Aeronáuticas,
S.A. assigned to the SJ-30 program. After completion in 2001 of the development of the tools and prototypes for this program, and as a result

The variations in 2003 in intangible asset accounts and in the related accumulated amortization were as follows:

6. Intangible assets

Thousands of Euros

Thousands of Euros

Balance at
12/31/02

Total, netAccumulated AmortizationHistorical Cost

Balance at
12/31/03

Additions /
(Provisions)

(Note 23)

Retirements
(Note 23)

Transfers
(Note 7)

Translation
Differences
(Note 23)

Variations in
the Scope of
Consolidation

(Note 23)

- Energy 60,758 (21,025) 39,733
- Aeronautical 236,522 (77,775) 158,747
- Others 393 (199) 194

TOTAL 297,673 (98,999) 198,674

Also, the table below evidences the existence of sufficient earnings, pursuant to the Corporate Income Tax Law, for the distribution of
interim dividends for the agreed-upon amount:

Thousands of Euros

Income at November 30, 2003 98,766

Maximum amount distributable as interim dividend 98,766
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of the disagreements with the contractor, it was decided that the aeronautical components would not be mass produced by this subsidiary,
giving rise to a dispute between the two companies with respect to the transfer price of the assets assigned to this program. 

On March 10, 2003, the parties entered into an agreement to resolve this dispute, whereby Gamesa Producciones Aeronáuticas, S.A.
transferred to the contractor the fixed assets assigned to this program for approximately US$ 7.5 million. Consequently, these fixed
assets, amounting to €16.2 million (comprising intangible assets and tangible fixed assets with a net book value of €14,837 thousand
and €1,419 thousand, respectively) were retired from the accounting records, as was their related allowance amounting to €9,015 thou-
sand (see Note 7).  As a consequence of the agreement entered into, as of December 31, 2003, Gamesa Producciones Aeronáuticas,
S.A. has a long-term account receivable from the aforementioned contractor amounting to approximately €2,519 thousand, recorded
under the “Long-Term Investments – Other Loans” caption (see Note 8), and a short-term account receivable amounting to approxima-
tely €1,340 thousand, recorded under the “Other Accounts Receivable – Sundry Accounts Receivable” caption (see Note 11) in the
accompanying consolidated balance sheet.

As of December 31, 2003, the total costs incurred and investments made, net of the related accumulated amortization, in aeronautical
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 €261,437 thousand, of which
approximately €17,712 thousand relate to projects in which the production phase has not yet started (amortization will start to be taken
when production commences) but will foreseeably commence in 2004 and 2005. 

The variations in 2003 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 58,613 13,560 (1,714) 5,659 103 - 76,221
Plant and machinery 125,716 22,361 (5,950) 10,640 5,006 - 157,773
Other tangible fixed assets 122,898 28,171 (2,470) 8,850 (607) (830) 156,012
Construction in progress 5,825 8,837 (1,423) 441 (4,433) - 9,247

TOTAL COST 313,052 72,929 (11,557) 25,590 69 (830) 399,253

ACCUMULATED DEPRECIATION:
Structures (44,210) (6,154) 1,648 (2,304) 38,893 - (12,127)
Plant and machinery (46,109) (13,072) 1,793 (3,919) (7,635) - (68,942)
Other tangible fixed assets (21,453) (8,956) 841 (5,057) (31,314) 103 (65,836)

TOTAL ACCUMULATED DEPRECIATION (111,772) (28,182) 4,282 (11,280) (56) 103 (146,905)

Allowance for decline in value (205) - - (376) - - (581)

TOTAL NET 201,075 44,747 (7,275) 13,934 13 (727) 251,767

Thousands of Euros

Balance
at

12/31/02

Balance
at

12/31/03

Retireme
nts

(Note 23)

Variations in
the Scope of
Consolidation

(Note 23)

Transfers
(Note 6)

Translation
Differences 
(Note 23)

Additions /
(Provisions)

(Note 23)

G. Eólica industrial building  Pamplona 3,124 533 120 90 1,823 392 1,888
NMF Europa, S.A. building 2,881 619 180 24 - 174 3,811
Computer software 111 1 36 11 - 39 86
Computer hardware 61 1 60 36 37 13 18
Machinery 2,758 52 60 48 1,737 763 1,005
Transport equipment 63 - 60 36 41 15 16

8,998 1,206 3,638 1,396 6,824

Thousands of Euros

Original Cost of
the Asset
(Including

Purchase Option)
Asset

2003
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, 2003, is as follows:

The detail of the 2003 depreciation expense is as follows:

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

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., Fuselajes Aeronáuticos, S.A.
and Echesa, S.A. have mortgaged certain of their tangible fixed assets as security for loans, for a net book value of approximately
€8,663 thousand, €2,701 thousand, €4,108 thousand and €2,272 thousand, respectively, received from various financial institu-
tions (see Note 14). 

The main period additions were due to the acquisition by the subsidiaries composing the Gamesa Eólica subgroup of new plant and
machinery required for the manufacture of wind generators and to the construction of new plants adapted to this manufacturing pro-
cess. This wind power subgroup invested approximately €45,391 thousand in this connection. Also, the subsidiaries operating in
the aeronautical industry invested approximately €19,507 thousand, basically in new plant and tools, to enable them to carry on the
production activities relating to new aeronautical projects.

Approximately €134,811 thousand of tangible fixed assets had been fully depreciated and were still in use as of December 31, 2003,
relating mostly to tools, furniture and plant for past aeronautical projects (approximately €104,043 thousand) and to 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 (*) 28,299 (10,281) - 18,018
- Manufacture of wind generators and civil engineering work 181,674 (68,760) (378) 112,536

209,973 (79,041) (378) 130,554

- Aeronautical 181,009 (63,468) (203) 117,338
- Others 8,271 (4,396) - 3,875

TOTAL 399,253 (146,905) (581) 251,767

Thousands of Euros

- Energy (17,341)
- Aeronautical (10,479)
- Others (362)

TOTAL (28,182)
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The variations in the “Long-Term Investments” accounts in 2003 were as follows:

Investments in companies accounted for by the equity method-

The detail is as follows:

Long-term investment securities- 

On November 21, 2003, the subsidiary Gamesa Energía, S.A. acquired all the shares of the German company EBV Management
Holding AG, for approximately €4,854 thousand. Pursuant to Article 11 of Royal Decree 1815/91 (see Note 3-a), the directors of
the Parent Company considered that in 2003 the company acquired was of scant materiality with respect to the true and fair view
of the Group’s consolidated financial statements and, consequently, it was not included in the scope of consolidation.

On June 10, 2003, the subsidiary Gamesa Energía, S.A. acquired an 18% holding in Ibereólica Padornelo, S.A. and Ibereólica
Hedroso Aciberos, S.A. for approximately €569 thousand and €693 thousand, respectively.

Long-term loans to related companies-

On June 10, 2003, the subsidiary Gamesa Energía, S.A. granted to Ibereólica Padornelo, S.A. and Ibereólica Hedroso Aciberos,
S.A. two loans amounting to approximately €1,576 thousand and €1,925 thousand, respectively, in order to provide these com-
panies with the necessary funds for their activity of operating wind-powered facilities. Both loans mature in February 2005 and earn
interest of Euribor + 1.5%.

Other loans-

� In 1999 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. For this reason, as of December
31, 2002, the Parent Company had recognized an account receivable of approximately €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

8. Long-term investments

Company % of Direct or Thousands of Euros
Indirect Ownership

Gerr Grupo Energético, S.A. 50% 803

Urgeban, S.A. 40% 120

Siglo XXI Solar, S.A. 20% 20

Eólico Da Cadeira, S.A. 33% 20

Sistemas Energéticos Teruelo, S.A. 50% 31

994

Investments in companies accounted for by
the equity method 313 650 - - 31 994
Long-term investment securities 1,825 6,477 (1,352) - -    6,950
Long-term loans to related companies - 3,501 - - - 3,501
Other loans (Note 6) 22,155 3,626 (4,808) (15,997) (1,321) 3,655
Deposits and guarantees 1,003 262 (72) - - 1,193
Allowances (Note 4-f) (5,973) -   5,850 - (58) (181)

TOTAL 19,323 14,516 (382) (15,997) (1,348) 16,112

Thousands of Euros

Balance at
12/31/02

Balance at
12/31/03

Additions
(Note 23)

Transfers
(Note 23)

Variations in the Scope
of Consolidation

(Note 23)

Retirements
(Note 23)
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10. Inventories

The detail of this caption in the accompanying consolidated balance sheet as of December 31, 2003, is as follows:

Thousands of Euros

TotalAeronautical OtherRenewable
Energies

Merchandise 257 65 1,742 2,064
Raw materials and other supplies 83,340 70,094 - 153,434
Work-in-process and finished goods

- Wind-powered facilities (Notes 4-h, 4-l and 14) 156,563 - - 156,563
- Other 50,770 24,323 - 75,093

207,333 24,323 - 231,656
Advances to suppliers 4,604 698 5 5,307

TOTAL 295,534 95,180 1,747 392,461

Allowance for decline in value (6,948) - (320) (7,268)

NET BALANCE 288,586 95,180 1,427 385,193

The variations in 2003 in the balances composing this caption in the accompanying consolidated balance sheet is as follows (Notes 3-
e, 4-g and 23):

9. Consolidation goodwill

Thousands of Euros

Balance at
12/31/03

Accumulated
Amortization

Variations in the
Scope of

Consolidation

Balance at
12/31/02

Gamesa Eólica, S.A. 290,548 - (15,327) 275,221
Echesa, S.A. 4,916 - (589) 4,327
Sistemas Energéticos Mañón Ortigueira, S.A. 331 - (132) 199
Sistemas Energéticos La Muela, S.A. 199 (199) - -
Getysa, S.A.U. 2,502 - (2,502) -
Cantarey Reinosa, S.A. - 4,928 (411) 4,517
Made Tecnologías Renovables, S.A. - 24,288 (1,212) 23,076
Mendota Hills, LLC - 340 (25) 315
Navitas Energy, Inc. - 3,072 (3,072) -
Ges – Scada, S.A. de C.V. - 190 (16) 174

298,496 32,619 (23,286) 307,829

prudence, was not recorded as a revenue, and, since then, a provision for this amount has been recorded under the
“Provisions for Contingencies and Expenses” caption until such time as the related amount is realized (see Note 21). On
April 3, 2003, the Parent Company and MCC reached an agreement whereby each party released the other from the obli-
gations emanating from the above-mentioned commitment. Consequently, the Parent Company wrote off the account
receivable and the provision (see Note 21) which it had recorded for the same amount in its accounts.

� In 2003, as a result of the expiration date of the Equity Swap agreement entered into with BBVA, which was set for July
2004, the Parent Company transferred the amount thereof to the “Short-Term Investments” caption in the accompanying
consolidated balance sheet (see Note 12).

In 2003, as a result of the trend in the results of the subsidiaries Getysa, S.A.U. and Navitas Energy Inc., and in view of the fact that
expectations of recovering the related goodwill have deteriorated, the goodwill arising on the acquisition of the holdings in these two com-
panies, which totaled approximately €5,574 thousand, was written off in full (see Note 4.g). 
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The detail of this caption in the accompanying consolidated balance sheet as of December 31, 2003, is as follows:

11. Other accounts receivable

Thousands of Euros

Sundry accounts receivable (Note 6) 3,901
Employee receivables 691
Taxes receivable (Note 17) 100,731

TOTAL 105,323

The detail of this caption in the accompanying consolidated balance sheet as of December 31, 2003, is as follows:

The short-term investment securities relate mainly to the amounts held by the Parent Company and the subsidiary Gamesa Industrial
Automoción, S.A., approximately €75,310 thousand and €3,190 thousand, respectively, in eurodeposits and government debt securities
maturing in January 2004, which earn average interest at market rates and are reinvested on maturity in similar assets. This caption also
includes deposits which, having similar characteristics to those mentioned above, are arranged by Sistemas Energéticos (wind-powered
facilities) to cover the guarantee reserve provided for in the contracts for the loans and credits granted to them by financial institutions
(see Note 14).

The “Other Loans” account includes the amount receivable arising as a result of the sale on July 2, 2001, of 650,000 shares of treasury
stock to BBVA at a cost of €24.61 per share.

Following the aforementioned sale, the Parent Company entered into an Equity Swap agreement with BBVA, whereby, once 650,000
shares of the Parent Company had been established as the underlying, it undertook to pay or collect on the final settlement date the
negative or positive difference arising between the final price and €24.61 per share. The expiration date is July 5, 2004, and the final set-
tlement is 3 working days later. The final price will be the arithmetical mean of the execution prices of the hedge by BBVA in the 26 ses-
sions prior to the final settlement date, based on the daily operating volume. The Parent Company will pay for the depreciation of the
share, whereas BBVA will pay for its appreciation (see Note 4-f). The account payable in this connection, amounting to €15,997 thou-
sand, is recorded under the “Current Liabilities – Other Payables” caption in the accompanying consolidated balance sheet as of
December 31, 2003 (see Notes 3-b and 8).

Under the same agreement, the Parent Company undertakes to pay a coupon of 3-month Euribor plus 0.5%, payable quarterly and cal-
culated on the amount of €15,997 thousand, and BBVA undertakes to pay any dividends made effective by the Parent Company rela-
ting to the 650,000 shares.  The Parent Company has recovered in full the allowance recorded in prior years, as a result of the differen-
ce between €24.61 per share and the share price at year-end (see Note 4-f).

12. Short-term investments

Thousands of Euros

Short-term loans to associated companies 4,903

Short-term investment securities 80,851

Other loans 18,753

Deposits and guarantees given 3,441

TOTAL 107,948
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13. Shareholders’ equity

The variations in equity accounts in 2003 were as follows:

Capital stock-

The capital stock of Gamesa Corporación Tecnológica, S.A. as of December 31, 2003, amounted to approximately €40,550
thousand, represented by book entries, and consisted of 81,099,968 fully subscribed and paid common shares of €0.5 par
value each.

On May 22, 2003, the Shareholders’ Meeting of Gamesa Corporación Tecnológica, S.A. resolved to distribute a dividend
amounting to approximately €29,494 thousand with a charge to voluntary reserves.

As of December 31, 2003, the shareholder structure of the Parent Company and the related ownership interests were as
follows (see Note 16):

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 revalua-
tion approved by Álava Regulation 4/1997, of which the Parent Company availed itself, is restricted and cannot be distributed
unless the related taxes are paid. The period for reviewing the accounts is five years from the date of the balance sheets reflec-
ting the revaluation. Thereafter, or once the balance of these accounts has been reviewed, the applicable legislation establishes
that this balance can be used to offset recorded losses or to increase capital, or can be taken to restricted reserves. 

The Parent Company has been 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.

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

Distribution of 2002 income:
Legal reserve - - 98 - - - - - - (98) -
Voluntary reserves - - - - 19,426 - - - - (19,426) -
Reserves at consolidated companies - - - - - - - 116,086 - (116,086) -

Dividend charged to reserves - - - - (29,494) - - - - - -

Variation in balance of treasury  stock (Note 4-f) - (1,001) - - - - 1.001 - - - -

Allowance for treasury stock (Note 4-f) - (512) - - (838) - - - - - -

Variation in translation 
differences at subsidiaries - - - - - - - - (54) - -

Interim dividend (Note 5) - - - - - - - - - - (29,499)

Income for the year - - - - - - - - - 201,790 -

Balance at December 31, 2003 40,550 47,397 8,110 1,139 - 1 14,607 249,903 (694) 201,790 (29,499)

Thousands of Euros

Capital 
Stock

Euro
Adjustment
Reserves

Reserve
for

Treasury
Stock

Income 
for the
Year

Interim
Dividend

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. 31.78%
Nefinsa, S.A. 21.28%
Retos Operativos XXI, S.A. (*) 3.93%
Other (**) 43.01%

100%

(*)   Formerly Mecanizaciones Numéricas, S.A. (MECANUSA)

(**)  All with an ownership interest of less than 10% 
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Additional paid-in capital-

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

Legal reserve-

Under the revised Corporations Law, 10% of income for each year must be transferred to the legal reserve until the balance of
this reserve reaches at least 20% of capital stock. This threshold was reached in 2003.

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 los-
ses, provided that sufficient other reserves are not available for this purpose.

Treasury stock-

In May 2003 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 detail of the treasury stock and of the variations therein in 2003 is as follows:

As of the date of preparation of these financial statements, this period for reviewing the accounts had elapsed. 

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. 

Thousands of Euros

Net ValueAllowance for
Decline in Value (*)Gross Cost

Shares to cover stock option plans 10,218 - 10,218
Other shares of treasury stock 11,397 (7,008) 4,389

21,615 (7,008) 14,607

(*) This amount relates in full to the difference between the market value and the consolidated underlying
book value which, in accordance with accounting principles, is recorded with a charge to voluntary
reserves (see Note 4-f).

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, 2002 811,000 580,056 10,218 3,388 (*)
Acquisitions (Note 23) - 303,505 - 6,227
Disposals (Note 23) - (322,699) - (6,318)
Allowance for decline in value (Note 4-f) - - - 1,092

Balance at December 31, 2003 811,000 560,862 10,218 4,389

(*) Including an allowance for the decline in value of other shares of €8,100 thousand. 

As of December 31, 2003, 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.
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Company Thousands of Euros

Other reserves of the Parent Company 3,881

Gamesa Energía, S.A. and subsidiaries 180,811

Gamesa Aeronáutica, S.A. and subsidiaries 63,288

Gamesa Industrial Aut., S.A. 1,476

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

Cametor, S.L. 735

TOTAL 249,903

Thousands of Euros

Legal reserve 28,968

Asset revaluation Álava Regulation 42/1990 2,001

TOTAL 30,969

As of December 31, 2003, 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 42/1990) 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.

Reserves at consolidated companies-

The detail of the reserves at consolidated companies (see Note 2) as of December 31, 2003, is as follows:

Contribution to income of the consolidated companies-

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

Company Thousands of Euros

Income of the Parent Company 119,739

Consolidation adjustments (*) (127,043)

Consolidated companies:

Gamesa Energía, S.A. and subsidiaries (consolidated) 188,136

Gamesa Aeronáutica, S.A. and subsidiaries (consolidated) 21,303

Gamesa Industrial Aut., S.A. 354

Cametor, S.L. (597)

Getysa, S.A.U. and subsidiary (consolidated) (102)

TOTAL 201,790

(*) Relating basically to the elimination of dividends received (mainly from Gamesa Energía, S.A.)
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14. Payable to credit institutions

The detail of the balance of this caption in the accompanying consolidated balance sheet as of December 31, 2003, is as follows:

By business line-
- Energy

- Wind-powered facilities
- classified as inventories (Notes 4-l and 10) 100,657 - 100,657
- classified as fixed assets (Note 7) 1,463 7,646 9,109

- Manufacture of wind generators and the development 
and construction of wind-powered facilities 110,583 521,070 631,653

212,703 528,716 741,419
- Aeronautical 47,055 56,218 103,273
- Others 37,489 2,042 39,531

TOTAL 297,247 586,976 884,223

By type-
-  Mortgage loans 1,557 13,944 15,501
-  Project financing for wind-powered facilities 102,120 7,646 109,766
-  Personal loans 25,251 95,747 120,998
-  Syndicated loan 40,932 102,314 143,246
-  Syndicated credit facilities and associated credit lines - 10,365 10,365
-  Credit accounts 122,283 351,455 473,738
-  Financial leases (Note 6) 1,319 5,505 6,824
-  Interest payable 3,389 - 3,389
-  Discounted drafts 396 - 396

TOTAL 297,247 586,976 884,223

Thousands of Euros

Short Term Long Term Total

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

Mortgage loans-

The balances of the "Mortgage Loans" account in the foregoing table were granted to Gamesa Producciones Aeronáuticas, S.A.,
Gamesa Desarrollos Aeronáuticos, S.A., Fuselajes Aeronáuticos, S.A. and Echesa, S.A., and their final maturities are in 2015,
2016, 2017 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 indi-
cated 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 recorded at short term. Of the total payables to cre-
dit institutions for wind-powered facilities classified at short term, approximately €39,694 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 mea-
sured 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 fluctua-
tions, the subsidiaries S.E. Sierra del Trigo, S.A. and S.E. Mañón Ortigueira, S.A. have arranged derivatives (IRS’s and collars)
with financial institutions to fix the interest rates. As of December 31, 2003, €15,458 thousand of these hedged loans had
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matured and will be repaid between 2004 and 2007, the interest on which was set in a band ranging from 3.5% to 4.8%. In
any event, all debts maturing at long term relating to the wind-powered facilities that will be sold at short term were reclas-
sified 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 thou-
sand, 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 in pre-
vious years, and to repay the bridge loan of €143,485 thousand obtained for this purpose on December 20, 2001, which matu-
red on June 26, 2002.

Under the loan agreement, should the Gamesa Group sell equity interests in wind-powered facilities to third parties or trans-
fer any right for the construction thereof, and provided that the debt repayment maturing on December 31, 2003, had not
been paid in full, it would have to use the total amount of the proceeds from the sale or the transfer to repay this loan early,
for which purpose Gamesa Energía, S.A. would contribute these funds to Gamesa Eólica, S.A. through a capital increase or
the grant of a subordinated loan. The debt installment which matured on December 31, 2003, was paid with funds genera-
ted from the sale of wind-powered facilities mainly in 2003. The repayment made by Gamesa Eólica, S.A. in 2003 was finan-
ced by Gamesa Energía, S.A. through long-term subordinated debt and a capital increase of €10,000 thousand with addi-
tional paid-in capital of €61,000 thousand.

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 syndicated
credit facility with a limit of approximately €42,272 thousand, and five credit lines associated with the grant of this credit facility,
with a maximum limit of approximately €27,728 thousand, with the same syndicate of credit institutions as in the case of the syn-
dicated credit facility. The five credit lines mature on June 30, 2007. 

In 2003 this subsidiary repaid in full the syndicated credit facility and three of the five credit lines associated to it.  As of December
31, 2003, Gamesa Eólica, S.A. had two credit lines with a maximum limit amounting to approximately €13,726 thousand.

During the term of this financing, the syndicated credit facilities carry certain obligations, including most notably the obligation to
maintain certain financial ratios relating to the capacity to generate funds from operations, to the level of indebtedness and to
financial charges. In addition, certain limits are established in relation to the assumption of additional debts or obligations. Also,
the Gamesa Group must retain its current ownership interest in the capital stock of Gamesa Eólica, S.A. The related contracts
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 bre-
ach of the contractual terms and conditions will enable the financial institutions to demand the early repayment of this financing.

This syndicated loan and the associated 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. for 2002 and sub-
sequent years.

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 amount granted and undrawn of €297,320 thousand.

The detail, by maturity, of the “Long-Term Debt - Payable to Credit Institutions” caption as of December 31, 2003, is as follows:

Maturity Thousands of Euros

2005 113,637
2006 129,182
2007 59,841
2008 26,585
2009 and subsequent years 257,731
TOTAL 586,976
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15. Minority interests

The variations in 2003 in the “Minority Interests” caption in the accompanying consolidated balance sheet, all of which relate to Gamesa
Energía Subgroup companies, were as follows:

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, 2003, is
as follows:

Approximately €2,518 thousand of this balance relate to the minority interests of the wind-powered facilities (see Exhibit).

Thousands of Euros

Balance at December 31, 2002 10,782

Variations in the scope of
consolidation (Notes 3-e and 23) (*) (7,731)
Income for the year (30)
Other variations (Note 23) (**) (605)

Balance at December 31, 2003 2,416

(*) Relating basically to the sale of companies which own wind-powered facilities.
(**) Relating basically to dividends distributed by S.E. Mañón Ortigueira, S.A. and translation differences.

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

Balances Balances 
Receivable Payable

Associated company:
S.E. Teruelo, S.A. 14,941 -
Related companies:
Wind-powered facilities-

S.E. Alhama-Linares, S.A. (**) 15,500 -
S.E. Labradas, S.A. (**) 6,305 -
S.E. Capiruzas, S.A. (**) 21,980 -
S.E. Valbonilla, S.A. (**) 5,321 -
S.E. del Pisuerga, S.A. (**) 7,550 -
Other (**) 2,397 -

59,053 -
Iberdrola, S.A. (*) 6,148 612
Iberdrola Energías Renovables II, S.A. (**) 6,018 2,456
Iberdrola Energías Renovables de Galicia, S.A.U. (**) 3,701 -
Biovent Energía, S.A. (**) 1,968 -
Corporación IBV, Servicios y Tecnologías, S.A. - 9,375
Nefinsa, S.A. - 6,277
Other 283 306

TOTAL RELATED AND
ASSOCIATED COMPANIES 92,112 19,026

Thousands of Euros
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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.

By virtue of this framework agreement, in 2003 the subsidiary Gamesa Energía, S.A. sold its holdings in 19 companies owning wind-
powered facilities to Iberdrola Energías Renovables II, S.A.

Under this framework agreement, the subsidiary Gamesa Eólica, S.A. is the main supplier of the wind generators for the wind-powered
facilities. Also, Gamesa Group companies are responsible for the promotion and construction of wind-powered facilities in Spain.
Consequently, the balances with wind-powered facilities shown in the table above relate mainly to the accounts receivable by the subsi-
diaries Gamesa Eólica, S.A., Siemsa Este, S.A. and subsidiaries and Gamesa Energías Renovables, S.A. as a result of wind generators
supplied and the services provided to these wind-powered facilities.

The balance receivable from Iberdrola Energías Renovables II, S.A. relates to the account receivable by the subsidiary Gamesa Energía,
S.A. for the disposal of holdings in 6 companies owning wind-powered facilities. The last payment for these holdings will be made on the
date of receipt of the Certificate of Provisional Acceptance by the related wind-powered facility, as stipulated in the respective purchase
and sale agreements. 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.

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, since 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.

The balances payable to Corporación IBV, Servicios y Tecnologías, S.A. and Nefinsa, S.A. (shareholders of the Parent Company – see
Note 13) relate to the accounts payable arising from the interim dividend out of 2003 income (see Notes 3-b and 5) which was paid on
January 8, 2004.

In October 2001 the Gamesa Group entered into an agreement with CESA of the GUASCOR Group (a company related to Retos
Operativos XXI, S.A. since they have common shareholders – see Note 13) for the supply of wind generators with a total capacity of
1,000 MW in the period from 2002 to 2005 (see Note 1). In 2003 the sales made by Gamesa Eólica, S.A. to CESA amounted to €8,083
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 normal course of
its business (see Notes 8 and 14).

17. Tax matters

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, 2003, is as follows:

Thousands of Euros
Balances Receivable Balances Payable

Social security taxes 12 6,344

VAT 44,780 8,307

Tax withholdings and prepayments 1,205 -

Prepaid income taxes 24,079 -

Personal income tax withholdings - 4,022

Unused recorded tax assets 23,366 -

Corporate income tax - 12,313

Deferred income taxes - 4,417

Other items 7,289 311

TOTAL 100,731 35,714
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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 for the province of Álava 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.

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

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 the elimination of value adjustments relating to shareholdings in companies of
the tax group. Also, the Group companies recognized permanent differences as a result of the elimination of dividends distributed
among the companies composing the consolidated tax group.

The timing differences arose basically from the accelerated depreciation tax benefit taken on certain assets assigned to R&D pro-
jects, from the different accounting and tax recognition methods applied to certain provisions that were not tax deductible in the
year in which they were recorded, such as the provision for commitments to employees, and from 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 2003 corporate income tax settlement and
the unused tax loss carryforwards generated in prior years (approximately €25,059 thousand), the various Group companies have
approximately €31,298 thousand of tax loss carryforwards available for offset in future years.

The Group companies plan to use the tax credits for the avoidance of double taxation in Spain, amounting to approximately €2,917
thousand, to reduce the tax charge in 2003. Taking into account the unused tax credits earned in prior years, the various Group
companies have approximately €1,538 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 2003 the various Group companies earned approximately €21,487 thousand of tax credits in this connection. They intend
to deduct approximately €11,566 thousand of this amount in their corporate income tax return, leaving unused tax credits of appro-
ximately €81,688 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.

Thousands of Euros

Income per books before corporate income tax 210,418

Permanent differences (net):

At the individual companies (237,154)

Due to consolidation adjustments 98,415

Timing differences (net):

At the individual companies 13,263

Due to consolidation adjustments (29,141)

Offset of tax losses (476)

TAXABLE INCOME 55,325
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Accordingly, the various Group companies have recorded the following amounts in their respective financial statements (in thousands of
euros):

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.

In addition to the guarantee described in Note 21, the Group has provided guarantees of €301,698 thousand to non-Group com-
panies to secure performance of the contracts involving, mainly, the activities of the Gamesa Group’s business lines. This amount
includes €289,446 thousand relating to the renewable energy business line, €147,632 thousand of which were provided by the
Gamesa Eólica subgroup as security for the performance of the contracts entered into and €50,017 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, €10,952 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 of the Gamesa Group considers that the liabilities not foreseen as of December 31, 2003, that might arise from the
guarantees provided would not be material.

18. Guarantee commitments to third parties

Tax Asset Arising in the Year Arising in Prior Years Total

Tax loss carryforwards 911 2,923 3,834

Tax credits 6,765 12,767 19,532

7,676 15,690 23,366

Thousands of Euros
Financing guarantee 6,155
Business contract guarantee 241,775
Guarantees provided to government agencies 53,768

TOTAL 301,698

19. Other information

a) Directors’ compensation and other benefits-

In 2003 a total amount of approximately €715 thousand was earned by the directors of the Parent Company for Board mee-
ting attendance fees, wages and salaries and other items. 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. Certain
executives who are also directors of the companies participate in the incentive plans explained in Note 4.ñ. As a result, the
directors of the Parent Company have received 180,220 shares as beneficiaries of Phase II of the incentive plan (see Note
4-ñ).
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b) Detail of holdings in companies engaging in similar activities and the performance for their own account or for the
account of others of similar activities by the directors-

Pursuant to Article 127 ter. 4 of the Spanish Corporations Law, introduced by Law 26/2003, which amends Securities Market
Law 24/1988, and the revised Spanish Corporations Law, in order to reinforce the transparency of listed corporations, follo-
wing is a detail of the companies engaging in an activity that is identical, similar or complementary to the activity that cons-
titutes the corporate purpose of Gamesa Corporación Tecnológica, S.A. in which the members of the Board of Directors own
equity interests, and of the functions, if any, that they discharge thereat:

Since July 19, 2003, the date of entry into force of Law 26/2003, the remaining Board members have not owned any holdings
in the capital stock of any companies engaging in an activity that is identical, similar or complementary to the activity that cons-
titutes the corporate purpose of Gamesa Corporación Tecnológica, S.A. Also, they have not performed and are not currently per-
forming any activity, for their own account or for the account of others, that is identical, similar or complementary to the activity
that constitutes the corporate purpose of Gamesa Corporación Tecnológica, S.A 

Owner Investee Activity Ownership (No. of Shares) Functions

Juan Ignacio López Gandasegui Vestas Wind System, A/S Wind-powered facility industry 1,790 -
Endesa, S.A. Electricity industry 3,605 -
Iberdrola, S.A. Electricity industry 1,400 -

Unión Fenosa, S.A Electricity industry 1,480 -
Juan Luis Arregui Ciarsolo Corporación Eólica CESA, S.A. Wind-powered facility industry 563,937 Chairman

Iberdrola, S.A. Electricity industry 6,335,072 Director Member of the
Executive Standing

Committee
José Madina Loidi Endesa, S.A. Electricity industry 629 -

Iberdrola, S.A. Electricity industry 61,149 -
Unión Fenosa, S.A Electricity industry 16,913 -

Carlos Rodríguez – Quiroga Menéndez Iberdrola, S.A. Electricity industry 100 -

20. Revenues and expenses

Thousands of Euros %

By market-
Spain 1,238,831 78.8%
Abroad 337,990 21.2%

Total 1,571,821 100.0%
By activity-
- Energy

Wind-powered facilities (*) 587,257 37.4%
Manufacture of wind generators 733,033 46.6%

1,320,290 84%
- Aeronautical 245,367 15.6%
- Others 6,164 0.4%

Total 1,571,821 100.0%

Net sales-

The breakdown, by market, of the Gamesa Group’s consolidated net ordinary sales in 2003 is as follows:

(*) Of which approximately €555 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, 2003, amounted to €7,224 million, of
which €2,186 million related to the aeronautical division (to be carried out in the period from 2004 to 2005) and €5,038 million related to
the energy division (2004 to 2005) (see Note 1).
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Thousands of Euros
Energy Aeronautical Total

Purchases 676,450 129,989 806,439

Inventory variation (23,324) 32,088 8,764

TOTAL 653,126 162,077 815,203

Thousands of Euros
Energy Aeronautical Others Total

Wages and salaries 95,655 49,243 9,928 154,826

Employee welfare expenses 27,215 13,406 1,281 41,902

TOTAL 122,870 62,649 11,209 196,728

Average Number of Employees
Energy Aeronautical Others Total

Managers 95 46 18 159

Supervisors 274 148 2 424

Other employees 3,964 1,576 41 5,581

TOTAL 4,333 1,770 61 6,164

Procurements-

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

Personnel expenses-

The detail of the “Personnel Expenses” caption in the accompanying 2003 consolidated statement of income is as follows:

Extraordinary revenues and expenses-

The “Extraordinary Expenses” caption includes mainly the costs relating to the early termination of an agreement for the pro-
vision of commercial services by the subsidiary Gamesa Aeronáutica, S.A., amounting to approximately €3,754 thousand,
and the severance costs paid in 2003 as a result of the special voluntary redundancy plans implemented by the subsidiaries
Gamesa Producciones Aeronáuticas, S.A., Fuselajes Aeronáuticos, S.A. and Moasa, Montajes Aeronáuticos, S.A., totaling
approximately €1,631 thousand (see Note 4-n).

The “Prior Years’ Revenues and Income” caption includes mainly the reversals of provisions recorded in prior years which
were finally not used and collections from insurance companies arising from claims incurred in prior years. The “Prior Years’
Expenses and Losses” caption includes approximately €1,272 thousand relating to the origination expenses of the syndica-
ted loan arranged by the subsidiary Gamesa Eólica, S.A. in 2002, as well as approximately €1,220 thousand relating to the
severance payments made to former employees of the subsidiary Cantarey Reinosa, S.A.

The average number of employees in 2003, by category, was as follows:

As a rule the wind-powered facilities do not have any employees.
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Foreign-currency transactions-

The detail of the foreign currency transactions is as follows:

As of December 31, 2003, the subsidiary Gamesa Aeronáutica, S.A. had arranged exchange rate hedging transactions amoun-
ting to approximately US$ 122 million (€136 million) relating to accounts receivable for projects in progress.

Provisions for contingencies and expenses-

The detail of this caption as of December 31, 2003, is as follows (see Note 4-k):

The provision for third-party liability relates basically to the provisions recorded in 2003 by the subsidiaries Gamesa Aeronáutica,
S.A. and Gamesa Producciones Aeronáuticas, S.A., amounting to approximately €1,614 thousand and €2,948 thousand, res-
pectively.

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 (€32,881 thousand) and during the initial stages of the
ERJ-145/135 aeronautical program (€6,264 thousand). The period provisions and the amounts used in 2003 relate mainly to the
wind generator business. Also, in 2003 the Gamesa Group incurred expenses totaling approximately €14,491 thousand for

Foreign Currency Thousands 
(Thousands) of Euros

Purchases:
Swiss franc 48 32
Pound sterling 127 185
U.S. dollar (*) 2,269 2,262
Danish krone 30 4
Japanese yen 29,301 225

Sales:
U.S. dollar (*) 218,898 238,969

Services received:
Pound sterling 53 80
U.S. dollar (*) 2,022 2,161
Australian dollar 94 57

Services provided:
U.S. dollar (*) 1 1

(*) Including transactions with hedged exchange rates.

21. Provisions for contingencies and expenses and Other payables

For third-party liability 1,030 4,833 (183) - 5,680
For warranties 23,379 23,498 (13,879) 6,626 39,624
For commitments to employees (Note 4-ñ) - 4,679 - - 4,679
For guarantees provided 1,503 - - - 1,503
For the long-term account receivable (Note 8) 4,808 - (4,808) - -

TOTAL 30,720 33,010 (18,870) 6,626 51,486

Thousands of Euros

Balance at
December 31,

2002

Period Provision
Charged to

Income 
(Note 23)

Amounts Used
(Note 23)

Variation in the
Scope of

Consolidation
(Note 23)

Balance at
December 31,

2003
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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 2003 amounted to €370 thousand. The audit fees charged by other
auditors participating in the audit of the various Group companies totaled €189 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 2003 amounted to €283 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 €296
thousand.

The total fees earned by the principal auditor in Spain in 2003 represent 0.15 % of the net revenues of the audit firm in that year.

22. Fees paid to auditors

various services at customers’ 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).

In 2003 the Parent Company recorded a provision of approximately €4,679 thousand to meet certain commitments to the
Group management on the maturity thereof in January 2005 (see Note 4-ñ).

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, once the debt of the company for which the guarantee was provided has been restructured, of the actual amount owed
by the Group. In January 2003 one of the two deposits was refunded to the Parent Company by the Argentine bank, alt-
hough the other deposit placed has not yet been received. Accordingly, the directors of the Parent Company have maintai-
ned the portion of the provision recorded in 2001 which approximately relates to the deposit that has not yet been received
(see Note 12).

Other payables-

The balance of the "Long-Term Debt – Other Payables" caption in the accompanying consolidated balance sheet as of December
31, 2003, includes mainly the following items:

- Approximately €53,492 thousand and €20,778 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 to be made in the future, as the aeronautical components are delivered, from a given number of aircraft
onwards, and, on the other, from 2007 onwards. Also, in 2003 Gamesa Aeronáutica, S.A. received financing from
Instituto de Crédito Oficial (ICO) and Airbus in connection with the A-380 project, amounting to approximately
€17,910 thousand and €6,610 thousand. This financing was granted at market interest rates. Repayment of the
financing received from Airbus will begin in 2008. The ICO loan matures in 10 years and will be repaid in 16 semian-
nual payments from December 2005.

- The Ministry of Science and Technology also granted the Gamesa Eólica, S.A. subgroup a refundable advance of
€11,921 thousand to finance its R&D projects. This amount is interest-free and repayable over seven years, after a three-
year grace period.

At 2003 year-end the Gamesa Group had met all its commitments relating to this financing, mainly those relating to investments
and job creation.
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23. 2003 and 2002 consolidated statements of changes in financial position

Thousands of Euros

APPLICATION OF FUNDS 2003 2002

Start-up expenses (Note 4-a) 2,005 1,085 

Fixed asset additions-
Tangible fixed assets (Note 7) 72,929 51,464 
Intangible assets (Note 6) 44,456 34,199 
Long-term investments (Note 8) 14,516 1,612  

Treasury stock (Note 13) 6,227 2,617 

Goodwill (Notes 3-e and 9) 32,619 57,975 

Increase in deferred charges 2,048 8,270 

Dividends (Notes 5 and 13) 58,993 -

Variation in minority interests (Note 15) 605 1,899 

Provision for contingencies and expenses (Notes 4-k and 21) 18,870 16,930  

Repayment or transfer to short term 
of long-term debt  (Notes 14 and 21) 99,558 591,344  

Write-off of deferred revenues - 806 

Variation in the scope of consolidation - 10,646 

Variation in translation differences - 1,044  

TOTAL FUNDS APPLIED 352,826 779,891 

FUNDS OBTAINED IN EXCESS OF FUNDS 
APPLIED (INCREASE IN WORKING CAPITAL) 353,645 190,751

TOTAL 706,471 970,642 
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Thousands of  Euros

SOURCE OF FUNDS 2003 2002

Funds obtained from operations 298,421 216,157 

Increase in deferred revenues (Note 4-j) 9,882 364 

Long-term debt-
Loans and other accounts payable (Notes 14 and 21) 247,473 390,170  

Fixed asset disposals-
Tangible fixed assets (Note 7) 8,274 4.221
Intangible assets (Note 6) 6,379 6,738
Long-term investments (Note 8) 6,232 183

Transfer to short term of long-term investments (Note 8) 15,997 -

Transfer to inventories-
Start-up expenses - 1,190
Intangible assets - 7,590
Tangible fixed assets - 328,674

Variation in translation differences 714 - 

Disposal and transfer to short term of treasury stock (Note 13) 21,249 2,218

Deferred charges - 1,206

Transfer to short term of tax assets - 11,931 

Variation in the scope of consolidation (Note 3-e) 91,850 -

TOTAL FUNDS OBTAINED 706,471 970,642  

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

TOTAL 706,471 970,642  

Uncalled capital payments payable 6 - - 33
Inventories - 268,038 399,367 -
Accounts receivable 393,152 - 113,058 -
Accounts payable 239,629 - - 388,036 
Short-term investments - 25,349 53,821 -
Short-term treasury stock 14,607 -
Cash - 248 12,763 -
Accrual accounts - 114 - 189

TOTAL 647,394 293,749 579,009 388,258 

VARIATION IN WORKING
CAPITAL 353,645 - 190,751 -

Thousands of Euros

2003 2002

Increase

VARIATION IN WORKING
CAPITAL Decrease Increase Decrease
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Thousands of Euros

2003 2002

Income for the year, per accompanying consolidated statements of income 201,790 135,610

Add-

Income attributed to minority interests (Note 15) (30) 2,909

Deferred charges 3,883 3,304

Start-up expense amortization expense (Note 4-a) 2,098 1,766

Intangible asset amortization expense (Note 6) 16,974 4,726

Tangible fixed asset depreciation expense (Note 7) 28,182 51,111

Variation in investment valuation and

treasury stock allowances (Notes 8 and 13) (2,442) (286)

Period provision for contingencies and expenses (Note 21) 33,010 13,874

Goodwill amortization expense (Notes 3-e and 4-g) 23,286 15,795

Loss on disposal of tangible fixed assets and intangible assets 2,243 734

Loss on transactions involving treasury stock and own debentures (Notes 4-f and 8) 208 318

Loss on retirement of start-up expenses - 184

Less-

Deferred revenues (Note 4-j) (3,315) (833)

Gains on transactions involving treasury stock and own debentures (Note 4-ñ) (6,382) (144)

Gain on disposal of tangible fixed assets (Note 7) (1,084) (980)

Tax assets recorded for accounting purposes - (11,931)

298,421 216,157

The funds obtained from operations in 2003 and 2002 were determined is as follows:

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.

24. Explanation added for translation to English
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A) AERONAUTICAL INDUSTRY
Structures (aeronautical projects)

Gamesa Aeronáutica, S.A. (**) Manufacture of aeronautical structures PricewaterhouseCoopers Álava 100% 11,277 90,703 6,951
Gamesa Desarrollos Aeronáuticos, S.A. Manufacture of aeronautical structures PricewaterhouseCoopers Álava 100% 4,207 5,106 8,453

Moasa Montajes Aeronáuticos, S.A. Assembly of aeronautical components PricewaterhouseCoopers Álava 100% 1,202 3,609 855
Fuselajes Aeronáuticos, S.A. Manufacture of aeronautical structures PricewaterhouseCoopers Álava 100% 4,511 158 (1,061)
Easa del Sur, S.A. Assembly of aeronautical components PricewaterhouseCoopers Seville 100% 3,817 41 22
Ikarus Aircraft Services, S.A. Manufacture of aeronautical structures - Álava 100% 61 5 3,605

Gamesa Producciones Aeronáuticas, S.A. Manufacture of aeronautical structures PricewaterhouseCoopers Álava 100% 29,026 13,882 1,387

Components
Gamesa Componentes Aeronáuticos, S.A. (**) Manufacture of aeronautical components - Alava 100% 4,084 (259) 5
Fibertecnic, S.A. Manufacture of  composite materials PricewaterhouseCoopers Álava 100% 1,557 1,303 (233)
Gamesa Industrial Aut., S.A. Manufacture of aeronautical components PricewaterhouseCoopers Álava 100% 1,821 1,847 354
Aeromac Mecanizados Aeronáuticos, S.A. Machining of large aeronautical parts - Álava 100% 3,306 804 224
Componentes Aeronáuticos Coasa, S.A. Manufacture of  composite materials PricewaterhouseCoopers Galicia 100% 4,239 (271) (830)
NMF Europa, S.A.U. (*) (**) Machining of large aeronautical parts - Aragón 100% 1,604 222 (877)

B) ENERGY INDUSTRY
Gamesa Energía, S.A. (***) Development of wind-powered facilities Deloitte Álava 100% 35,491 16,786 113,079

B.1 Wind-powered facilities

Development of wind-powered facilities
Gamesa Energía Renovables, S.A. (**) Development of wind-powered facilities Deloitte Zamudio 100% 1,503 20,866 (11,307)
Gamesa Energía Italia, S.P.A. Development of wind-powered facilities - Italy 100% 604 (87) (21)
Gamesa Energuiaki Hellas A.E. Development of wind-powered facilities - Greece 100% 235 4 (29)
Gamesa Energía Portugal, S.A. Development of wind-powered facilities - Portugal 100% 475 - (25)
Gamesa Energía Austral, S.A. Development of wind-powered facilities - Argentina 100% 456 (290) (43)
Gamesa Energía France, E.U.R.L. Development of wind-powered facilities - France 100% 60 (29) 28
Parques Eólicos del Caribe, S.A. Development of wind-powered facilities - Dominican Republic 57% 477 - -
Navitas Energy, Inc. Development of wind-powered facilities Boulay United States 77.59% 253 (2,093) (217)
Gamesa Energía Polska (*) (**) Development of wind-powered facilities - Poland 100% 11 - (11)
Gamesa Energia UK Ltd. (*) Development of wind-powered facilities - United Kingdom 100% 1 - 4
Gamesa Energia Australia PTY Ltd. (*) Development of wind-powered facilities - Australia 100% 60 - (39)

Operation of wind-powered facilities
Sistemas Energéticos Mañón Ortigueira, S.A. Operation of wind-powered facilities Deloitte La Coruña 56% 4,508 715 218
Sistemas Energéticos La Plana, S.A. Operation of wind-powered facilities Deloitte Zaragoza 90% 421 154 (100)
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 Goia Peñote, S.A. Operation of wind-powered facilities - La Coruña 100% 61 - (11)
Sistemas Energéticos Serra de Meira, S.A. Operation of wind-powered facilities - La Coruña 100% 61 - (1)
Sistemas Energéticos Mondoñedo Pastoriza, 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 - (1)
Sistemas Energéticos Serra do Alvao, S.A. Operation of wind-powered facilities - Portugal 100% 50 (6) (3)
Sistemas Energéticos Serra do Arga, S.A. Operation of wind-powered facilities - Portugal 100% 50 (6) (3)
Sistemas Energéticos Sierra del Trigo, S.A. (**) Operation of wind-powered facilities Deloitte Seville 100% 2,252 695 160
Sistemas Energéticos Abadía, S.A. Operation of wind-powered facilities - Zaragoza 100% 61 (2) (3)
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 - (2)
Sistemas Energéticos Opiñen, S.A. (**) Operation of wind-powered facilities Deloitte Zaragoza 100% 3,596 719 194
Sistemas Energéticos Entredicho, S.A. Operation of wind-powered facilities - Zaragoza 100% 61 - (1)
Sistemas Energéticos Fuendetodos, S.A. Operation of wind-powered facilities - Zaragoza 100% 61 - -
Sistemas Energéticos Montes de León, S.A. Operation of wind-powered facilities - Valladolid 100% 61 - (2)

Thousands of Euros

LINE OF

BUSINESS
AUDITORCOMPANY

Income
(Loss) for
the Year

after Taxes

LOCATION
% of Direct
and Indirect
Ownership

Reserves
Capital

Stock

COMPANIES COMPOSING THE GAMESA GROUP AS OF DECEMBER 31, 2003
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Thousands of Euros

LINE OF

BUSINESS
AUDITORCOMPANY

Income
(Loss) for
the Year

after Taxes

LOCATION
% of Direct
and Indirect
Ownership

Reserves
Capital

Stock

Sistemas Energéticos Villarubia, S.A. 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) (2)
Eoliki Peloponisou Lakka Energiaki A.E. Operation of wind-powered facilities - Greece 86% 59 (4) (2)
Eoliki Peloponisou Kounus Energiaki A.E. Operation of wind-powered facilities - Greece 86% 59 (4) (2)
Eoliki Attikis Kounus Energiaki A.E. Operation of wind-powered facilities - Greece 86% 59 (4) (2)
Parque Eólico Da Serra de Vigia, S.A. Operation of wind-powered facilities - Portugal 100% 50 - (3)
Parque Eólico Da Serra de Fafe, S.A. Operation of wind-powered facilities - Portugal 100% 50 - (3)
Parque Eólico Santinha, S.A. Operation of wind-powered facilities - Portugal 100% 50 - (3)
Parco Eólico Bitti e Orune, S.P.A. Operation of wind-powered facilities - Italy 100% 130 (2) (6)
Parco Eólico Pedro Ghisu, S.P.A. Operation of wind-powered facilities - Italy 100% 130 (2) (5)
Parco Eólico Gozeano, S.P.A. Operation of wind-powered facilities - Italy 100% 130 (2) (5)
Parco Eólico di Florinas, S.R.L. Operation of wind-powered facilities - Italy 100% 30 (1) (9)
Parco Eólico Monte Cute, S.R.L. Operation of wind-powered facilities - Italy 100% 30 (1) (3)
Parco Eólico Punta Ferru, S.R.L. Operation of wind-powered facilities - Italy 100% 30 (1) (3)
Parco Eólico Lardino, S.R.L. Operation of wind-powered facilities - Italy 100% 30 (1) (3)
Parco Eólico Serra la Gradia, S.R.L. Operation of wind-powered facilities - Italy 100% 30 (1) (3)
Parco Eólico Mandra Murata, S.R.L. Operation of wind-powered facilities - Italy 100% 30 (1) (2)
Parco Eólico Altwind, S.R.L. Operation of wind-powered facilities - Italy 100% 30 (1) (3)
Parco Eólico San Salvatore, S.R.L. Operation of wind-powered facilities - Italy 100% 30 (1) (2)
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 - -
Parco Eólico Cocullo, S.R.L. (*) Operation of wind-powered facilities - Italy 84% 130 - (1)
Energiaki Alogorachi, A.E. (*) Operation of wind-powered facilities - Greece 100% 60 - -
Parque Eólico Catefica, S.A. (*) Operation of wind-powered facilities - Portugal 100% 50 - (1)
Sistemas Energéticos Sardón, S.A. (*) Operation of wind-powered facilities - Andalucía 100% 61 - -
Sistemas Energéticos Argañoso, S.A. (*) Operation of wind-powered facilities - Castilla y León 100% 61 - -
Sistemas Energéticos Odra, S.A. (*) Operation of wind-powered facilities - Castilla y León 100% 61 - -
Sistemas Energéticos Ortegal, S.A. (*) Operation of wind-powered facilities - Galicia 100% 61 - -
Sistemas Energéticos del Sur, S.A. (*) Operation of wind-powered facilities - Andalucía 70% 61 - (43)
Sistemas Energéticos Nacimiento, S.A. (*) Operation of wind-powered facilities - Andalucía 100% 61 - -
Sistemas Energéticos Tacica de Plata, S.A. (*) Operation of wind-powered facilities - Andalucía 100% 61 - -
Sistemas Energéticos Castillejo, S.A. (*) Operation of wind-powered facilities - Castilla y León 100% 61 - -
Sistemas Energéticos Los Nietos, S.A. (*) Operation of wind-powered facilities - Andalucía 100% 61 - -
Sistemas Energéticos Pontenova, S.A. (*) Operation of wind-powered facilities - Galicia 100% 61 - -
Sistemas Energéticos Sierra de Lourenza, S.A. (*) Operation of wind-powered facilities - Galicia 100% 61 - -
Sistemas Energéticos Los Campillos, S.A. (*) Operation of wind-powered facilities - Castilla y León 100% 61 - -
Sistemas Energéticos Lomas del Reposo, S.A. (*) Operation of wind-powered facilities - Castilla y León 100% 61 - -
Sistemas Energéticos Lamata, S.A. (*) Operation of wind-powered facilities - Andalucía 100% 61 - -
Sistemas Energéticos La Jauca, S.A. (*) Operation of wind-powered facilities Andalucía 100% 61 - -
Sistemas Energéticos Edreira, S.A. (*) Operation of wind-powered facilities - Galicia 100% 61 - -
Sistemas Energéticos Del Toro, S.A. (*) Operation of wind-powered facilities - Castilla y León 100% 61 - -
Sistemas Energéticos El Chaparral, S.A. (*) Operation of wind-powered facilities Andalucía 100% 61 - -
Sistemas Energéticos Tinadas, S.A. (*) Operation of wind-powered facilities - Andalucía 100% 61 - -
Sistemas Energéticos Cañarete, S.A. (*) Operation of wind-powered facilities - Andalucía 100% 61 - -
Sistemas Energéticos El Pertiguero, S.A. (*) Operation of wind-powered facilities - Andalucía 100% 61 - -
Sistemas Energéticos El Carrascal, S.A. (*) Operation of wind-powered facilities - Andalucía 100% 61 - -
Sistemas Energéticos Tijola, S.A. (*) Operation of wind-powered facilities - Andalucía 100% 61 - -
Sistemas Energéticos da Cerradilla, S.A. (*) Operation of wind-powered facilities - Andalucía 100% 61 - -
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Sistemas Energéticos Serón, S.A. (*) Operation of wind-powered facilities - Andalucía 100% 61 - -
NAE Sibley LLC (*) Operation of wind-powered facilities - United States 77.59% 57 (301) (53)
NAE Allendorf LLC (*) Operation of wind-powered facilities - United States 77.59% 1 559 (31)
EZ Watt.com Inc. (*) Operation of wind-powered facilities - United States 77.59% 1 (331) -
Navitas Energy LLC (*) Operation of wind-powered facilities - United States 77.59% 1 - -
Whitehall Wind LLC (*) Operation of wind-powered facilities - United States 77.59% 1 - -
Main Wind I LLC (*) Operation of wind-powered facilities - United States 77.59% 1 - -
NAE Wyoming LLC (*) Operation of wind-powered facilities - United States 77.59% 9 150 -
Green Junction.com Inc. (*) Operation of wind-powered facilities - United States 77.59% 1 - -
Navitas Inc. (*) Operation of wind-powered facilities - United States 77.59% 1 - -
Lena Wind Farm LLC (*) Operation of wind-powered facilities - United States 77.59% 1 - -
Loran Wind Farm LLC (*) Operation of wind-powered facilities - United States 77.59% 1 - -
Baileyville Wind Farm LLC (*) Operation of wind-powered facilities - United States 77.59% 1 - -
Blue Sky Wind Farm LLC (*) Operation of wind-powered facilities - United States 77.59% 69 - -
Green Field Wind Farm LLC (*) Operation of wind-powered facilities - United States 77.59% 72 - -
MCWE LLC (*) Operation of wind-powered facilities - United States 77.59% 1 - -
Mendota Hills LLC (*) Operation of wind-powered facilities - United States 100% 1 - -
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 Deloitte Seville 100% 1,735 347 142
Sistemas Energéticos Cabanelas, S.A. Operation of wind-powered facilities - Galicia 100% 61 - -
Sistemas Energéticos Astudillo, S.A. 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 (15) (6)
Sistemas Energéticos Quiñonería, S.A. Operation of wind-powered facilities - Valladolid 100% 61 - -

B.2 Manufacture of wind generators

Gamesa Eólica, S.A. (**) Wind-powered facilities Deloitte Navarra 100% 62,291 87,713 39,269
Apoyos Metálicos, S.A. Manufacture of wind generator pylons Deloitte Navarra 100% 841 7,791 2,112
Fiberblade, S.A. Manufacture of wind generator blades Deloitte Navarra 100% 1,683 19,116 2,470
Compovent, S.A. Maintenance of wind generator pylons Deloitte Navarra 100% 60 2,858 530
Componentes Eolicos Albacete, S.A. Manufacture of wind generator blades Deloitte Albacete 100% 1,803 3,387 (401)
Estructuras Eólicas Miranda, S.A. Maintenance of molds and tools Deloitte Burgos 100% 1,202 3,215 445
Montajes Eólicos Tauste, S.A. Wind-powered facilities Deloitte Aragón 100% 301 359 113
Componentes Eólicos Cuenca, S.A. Wind-powered facilities Deloitte Cuenca 100% 2,705 1,918 442
Montajes Eólicos Ágreda, S.A. (*) Assembly of wind-powered facilities - Aragón 100% 60 - 43
Gamesa Wind Engineering APS (*) Engineering services - Denmark 100% 19 - 2
Gamesa Eólica Deutschland GMBH (*) Wind-powered facilities - Germany 100% 25 - -
Wind Power Services LLC (*) Wind-powered facilities maintenance services - United States 100% 88 - 234
Fiberblade Eólica, S.A. (*) Wind-powered facilities - Navarra 100% 60 - 2,961

Echesa, S.A. Manufacture of wind-power components Attest Consulting Guipúzcoa 99.88% 739 9,405 4,805
Transmisiones Eólicas de Galicia, S.A. Manufacture of wind-power components Attest Consulting Galicia 100% 695 617 11

Green Energy Transmission, S.A. Manufacture of wind-power components - Vizcaya 100% 61 - -
Cantarey Reinosa, S.A. (*) (**) Manufacture of electric generators Attest Consulting Cantabria 100% 8,449 (6,921) 1,118
Made Tecnologías Renovables, S.A. (*) Wind-powered facilities Deloitte Madrid 100% 6,572 7,641 (12,996)

Manufacturing, civil engineering and services
Siemsa Este, S.A. Electrical installations Attest Consulting Madrid 100% 4,327 1,546 402

Servicios de Electricidad e Instrumentación
de Mantenimientos, S.A. Electrical installations Attest Consulting Tarragona 100% 97 2,066 638

Siemsa Centro, S.A. Technical engineering services Attest Consulting Madrid 100% 97 1,704 732
Siemsa Control y Sistemas, S.A. Marketing of industrial assets Attest Consulting Tarragona 80% 60 656 296

Ingenieros de Seguridad, S.A. Security installations - Madrid 80% 601 (483) 582
Siemsa Galicia, S.A. Electrical installations Attest Consulting La Coruña 100% 60 2,358 1,058
Siemsa Norte, S.A. Electrical installations Attest Consulting Vizcaya 100% 511 3,063 1,517

Gamesa Solar, S.A. Development and operation of solar-powered facilities - Álava 100% 61 (217) (443)

Thousands of Euros

LINE OF

BUSINESS
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Gamesa Energía Servicios, S.A. Manufacture of installations Attest Consulting Madrid 100% 2,554 2,966 1,754
Gamesa Servicios Brasil, Ltda. Electrical installations Deloitte Brazil 100% 3,393 (1,615) (261)
Gamesa Energía Servicios Portugal, S.A. (*) Maintenance services - Portugal 100% 300 - 5
Gamesa Energía Servizi Italia, S.P.A. (*) Maintenance services Mazars Italy 100% 130 - (17)
GES Scada, S.A. de C.V. (*) Maintenance services - Mexico 70% 452 (71) (533)

Setylsa Logística, S.A. (*) Elevation and transport services - Madrid 100% 61 - -
Casandra Energy Services, S.A. (*) Technical engineering services - Vizcaya 100% 61 - 2

C) OTHER
Cametor, S.L. Ownership of fixed assets - Álava 100% 3,902 1,410 (597)
Getysa, S.A.U. Marketing of industrial supplies Attest Consulting Álava 100% 485 (118) (102)

Permalight System, S.A. Marketing of industrial supplies - Álava 85% 79 - 24

(*) Companies included in the Gamesa Group in 2003.
(**) Companies which increased capital in 2003.
(***) Gamesa Energía, S.A. is the Parent Company of all the companies in the energy line of business, except for Green Energy Transmission, S.A., whose

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

2003 Management Report
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This management report analyzes the Gamesa Group’s business performance and earnings in 2003 on the basis of the Group’s conso-
lidated financial statements. This analysis supplements the financial statements which comprise, in addition to the consolidated balance
sheet and consolidated statement of income, the notes to consolidated financial statements, which describe the accounting methods
used, detail the most important captions and provide other information.

2003 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.

THE GAMESA GROUP

The major milestones achieved in 2003 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, confirming the recurrent nature of this activity.

� Development of Gamesa Eólica’s activity in the sale of wind generators abroad.

� International expansion of Gamesa Energía in the development of wind-powered facilities, including most notably the start-up of
the first wind-powered facility in the United States, Mendota Hills.

� Study and launch of corporate transactions such as the purchase of NMF, Made and Cantarey, and the purchase options on Icsa
and Enertron, companies which complete the activities carried on by Gamesa in its renewable energies and aeronautical divi-
sions.

� Achievement in operational and economic terms of the targets set for all Gamesa’s business lines.

GAMESA ENERGIA

The major milestones achieved in 2003 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.

� Sale of wind-powered facilities to new customers such as the sale to the Japanese group Marubeni.

� Development of new sites for the development and construction of new wind-powered facilities both in Spain and abroad.

� Start-up and launch of the wind power development activity in Germany through the holding acquired in EBV.

� Significant progress in the construction of wind-powered facilities both in Spain and in the countries in which the wind power
development projects are being carried out.

GAMESA EÓLICA

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

� Increased competitiveness in the wind generator market through the purchase of MADE and, consequently, the acquisition
of a sales contract for wind generators with a total capacity of 1,000 MW.

� Strengthening of the engineering activity, through the development of new wind generators and the application of new pro-
cesses in the manufacturing of their principal components.

� On-going restructuring of the wind power activity to respond to the challenges posed by the market.

� Boosting of the international dimension of the activity through the penetration of markets such as the USA and the supply
of wind generators to China, Italy and Japan, among other countries.
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� On November 28, 2003, Gamesa Eólica and Vestas resolved to terminate the technology transfer agreement signed in
December 1994, thus eliminating the royalties which Gamesa Eólica paid to Vestas, and entered into an agreement for the
supply of the components for the wind generators.

GAMESA AERONÁUTICA

The most noteworthy milestones achieved by this business line in 2003 were as follows:

� Increase in the aeronautical business with 6% growth.

� Supply of 95 ac’s to Embraer.

� Supply of 36 CRJ-700/900 to the Canadian company Bombardier.

� Commencement of mass production of the ERJ-170/190 for Embraer (17 units delivered).

� Development of the S-92 and A-380 programs.

� Growth of the strategic activity of the division through the purchase of NMF and the purchase option on ICSA, a company
which engages in the manufacture of composite materials.

The companies that compose the aeronautical business have been grouped together for corporate purposes and are legally
accountable to Gamesa Aeronáutica, S.A. 

R&D

� The Gamesa Group has invested approximately €40,801 thousand in research and development activities relating to the deve-
lopment of the A-380 and ERJ 17-/19- aeronautical programs and to the development and enhancement of Gamesa Eólica’s G-
80 and G-83 wind generators.

Treasury stock

� As detailed in the related note to the consolidated financial statements, at 2003 year-end the Company held 1,371,862 shares
of treasury stock, comprising both shares assigned to stock option incentive plans and shares held for ordinary trading.

Subsequent events

� Purchase from Sepi on January 15, 2003, of Internacional de Composites, S.A. (ICSA), a company located in Toledo which enga-
ges in the manufacture of composite material components for the aeronautical industry.

� Purchase on January 19, 2003, of the power electronics company Enertron for approximately €2.3 million, thus consolidating the
Group’s holdings in companies supplying components for wind generators.

� First sale of wind generators to a German development company, marking the entry of Gamesa Eólica into the German market.
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1. Introduction

In recent years, Spain has been experiencing a renovating trend in matters of good governance in listed companies, which began
in 1998, with the publication of the Report by the Special Committee for the Study of an Ethical Code in Company Boards, which
became embodied in a Code of Good Governance (known as the “Olivencia Code”).

In 2002, the Special Committee for fostering transparency and security in markets (“Aldama Committee”) published its report on 8
January 2003. It develops certain principles and criteria addressed in the Olivencia Report, expressing the need for a suitable sup-
plementary regulatory framework, in particular with regard to such aspects as the duties of information and transparency, or the sys-
tem of duties befalling administrators (especially insofar as conflict of interest is concerned) and the requirement for implementing
a set of mechanisms in matters of corporate governance. This includes, amongst others, the Board’s Regulations and Regulations
for the General Meeting, the Annual Report on Corporate Governance or the posting of a corporate website for providing informa-
tion and enabling communication with shareholders.  

Accordingly, Act L26/2003, of 17 July, was published amending Act 24/1998, of 28 July, on the Stock Exchange and the revised
text of the Companies Act, approved by statutory Royal Decree 1564/1989, of 22 December, for the purpose of reinforcing the trans-
parency of listed companies (“Transparency Act”). 

The Transparency Act establishes the requirement whereby all listed companies are to publish, on a yearly basis, a Report on
Corporate Governance, and outlines the basic content and structure of this document. In turn, in development of the Transparency
Act, Ministerial Order ECO/3722/2003, of 26 December (hereinafter “ECO Order”), developed the basic content of said report.  

The present Annual Report on Corporate Governance by Gamesa sets out to incorporate these requirements for greater transpa-
rency, presenting the main features of the company’s practices of Good Governance.  

It is worth noting that Gamesa has been publishing a report on corporate governance since 2001, the year in which it was floated
on the stock market, whereupon it published its Report dealing with financial year 2000, with its corporate website featuring the
reports corresponding to financial years 2000, 2001 and 2002.

Furthermore, in compliance with the principle of transparency and the requirement for information contained in the Aldama Report,
the company’s corporate website (www.gamesa.es) has a section called Information for the Shareholder, which includes the detai-
led information and documentation required by the ECO Order, and which is available to all shareholders and interested parties.  

The Audit & Compliance Committee has reported in relation to the present Report on Corporate Governance, and the Board of
Directors has proceeded today, 31 March 2004, to approve it.

ANNUAL REPORT ON CORPORATE GOVERNANCE
CORRESPONDING TO FINANCIAL YEAR 2003 BY
GAMESA CORPORACIÓN TECNOLÓGICA, S.A.
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2. Structure of the company’s equity

2.1 Capital Stock

Gamesa has a capital stock of 40,549,984.00 euros, made up of 81,099,968 ordinary shares of 0.50 euros par value each. All the
shares are fully subscribed and paid up, and they bestow equal rights, with there being no different types or series of shares.

The company has been listed on the Stock Exchanges in Madrid, Barcelona, Valencia and Bilbao, as well as on the Stock Exchange
Linking Service (Continuous Market), since 31 October 2000.

In accordance with the information held by the Company and in compliance with notifications submitted by the interested parties
to the Spanish Stock Exchange Commission, the general breakdown of capital ownership is as follows:

As detailed, the company Corporación IBV Servicios y Tecnologías, S.A. has a total holding amounting to 31.78% of the capital
stock of Gamesa, Nefinsa, S.A. has 21.28%, Chase Nominees Ltd. has a holding of 5.35% in its capacity as international custo-
dial/depository Bank, Retos Operativos XXI, S.L, owns 2.67%, and Fidelity International, Ltd., with an indirect holding of 2.22%.

As is described in section 2.7 below, Gamesa’s treasury stock at 31 December 2003 accounts for 1.69% of the Company’s capital
stock. 

2.2 Shareholders owning major stock

In compliance with the first point in the ECO Order/ 3722/2003, of 26 December, major stock is understood to be that which rea-
ches, in a direct or indirect manner, at least 5% of the capital stock or of the company’s voting rights, as well as those holdings that,
without reaching the percentage indicated, allow for exerting a significant influence on the company. 

In pursuance of the above, shareholders with major holdings are those indicated forthwith:

2.3 Relationships between each other and with the company of shareholders owning major stock

The following table shows the relationships of a family, commercial, contractual or corporate nature existing between the afore-
mentioned holders of major stock, as well as those existing between the holders of major stock (together with the companies in its
group) and the Company. Those that are scarcely relevant or stem from trading or ordinary commercial traffic are not detailed in the
following table:

Likewise, this condition applies to Bilbao Vizcaya Argentaria, S.A. and Iberdrola, S.A., insofar as sole shareholders and to 50% of
Corporación IBV Servicios y Tecnologías, S.A.

SHAREHOLDERS HOLDING

Corporación IBV Servicios y Tecnologías, S.A. 31.78%

Nefinsa, S.A. 21.28%

Chase Nominees Ltd 5.35%

Retos Operativos XXI, S.L. 2.67%

Fidelity Internacional,Ltd 2.22%

Others 36.70%

ASHAREHOLDERS DIRECT HOLDING

Corporación IBV Servicios y Tecnologías, S.A. 31.78%

Nefinsa, S.A. 21.28%

Chase Nominees Ltd 5.35%

GAMESA-C/memo2003 ing  26/5/04 19:10  Página 85



86

2.4 Stock held by members of the Board of Directors

The members of the Board of Directors of Gamesa were holders, at 31 December 2003, of the stock listed in the following table,
which details the shares held directly or indirectly by each Director and the percentage that, in an individual and aggregate manner,
they represent in the overall sum of the stock capital of Gamesa:

NOTES (1) Indirect holding through the company Retos Operativos XXI, S.L., upon which he has a holding of 100%.

(2) Indirect holding through the company Intelleducation, S.L., upon which he has a holding of 51%.

(3) Indirect holding through the company Nefinsa, S.A., upon which each one has a holding of, respectively, 16%. This combined holding is inclu-

ded in the 21.285% that is attributed to Nefinsa, S.A. in this table.

There follows a detail of the holdings pertaining to the members of the Board of Directors of Gamesa in the stock capital of com-
panies that have the same, similar of complementary area of business to that constituting the corporate purpose of both the
Company and its Group, and the duties they perform in the same.  

Since 19 July 2003, the date of entry into effect of the Transparency Act, the remaining members of the Board of Directors have not
maintained holdings in the capital of companies with the same, similar or complementary field of business to that constituting the

TAX NUMBER RELATED NAME OR COMPANY NAME TYPE OF RELATIONSHIP BRIEF DESCRIPTION

A48010615 Iberdrola, S.A. Shareholder 50% Corporación IBV Servicios

y Tecnologías, S.A.

A48265169 Banco Bilbao Vizcaya Argentaria, S.A. Shareholder 50% Corporación IBV Servicios

y Tecnologías, S.A.

DIRECTOR DIRECT HOLDING INDIRECT HOLDING TOTAL
Shares % Shares % Shares %

Arregui Ciarsolo, Juan Luis (1) - 0.000 2,171,239 2.677 2,171,239 2.677

Basagoiti Zavala, Alfonso 4,700 0.0005 - 0.000 4,700 0.0005

Borrego Díaz, Carlos 100 0.000 - 0.000 - 0.000

Esteve Romero, Francisco José 100 0.000 - 0.000 - 0.000

López Gandásegui, Juan Ignacio 13,814 0.017 - 0.000 13,814 0.017

Madina Loidi, José (2) - 0.000 6,200 0.008 6,200 0.008

Nefinsa, S.A. 17,262,143 21.285 - 0.000 17,262,143 21.285

Rodríguez Quiroga Menéndez, Carlos 100 0.000 - 0.000 - 0.000

Serratosa Luján, Pablo (3) - 0.000 2,761,943 3.4 2,761,943 3.4

Serratosa Ridaura, Emilio(3) - 0.000 2,761,943 3.4 2,761,943 3.4

Unda Madariaga, Eloy 100 0.000 - 0.000 - 0.000

HOLDER COMPANY ACTIVITY HOLDING POSITION
PARTICIPATED (No. SHARES)

D. Juan Ignacio López Gandásegui Vestas Wind System, A/S Wind energy sector 1,790 -

Endesa, S.A. Electrical sector 3,605 -

Iberdrola, S.A. Electrical sector 1,400 -

Unión Fenosa, S.A. Electrical sector 1,480 -

D. Juan Luis Arregui Ciarsolo Corporación Eólica CESA, S.A. Wind energy sector 563,937 President
Iberdrola. S.A. Electrical sector 6,335,072 Director

Member of the Committee
Executive Director

D. José Madina Loidi Endesa, S.A. Electrical sector 629 -

Iberdrola, S.A. Electrical sector 61,149 -

Unión Fenosa, S.A. Electrical sector 16,913 -

D. Carlos Rodríguez-Quiroga Menéndez Iberdrola, S.A. Electrical sector 100 -
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corporate purpose of Gamesa. Likewise, they do not and have not pursued activities as employees in the same, similar or com-
plementary field of business as that constituting the corporate purpose of Gamesa.

2.5 Parasocial agreements

Gamesa is not aware of the existence of Parasocial agreements between its shareholders that include regulation of the exercise of
the right to vote in General Meetings or which restrict or condition the unfettered conveyance of Gamesa stock. 

2.6 Shareholder earnings

The Company’s Ordinary Annual General Meeting of Shareholders, held on 22 May 2003 last, agreed to distribute a gross dividend
of thirty-seven cents of a euro (0.37 euros) per share, to be charged to the account of Voluntary Reserves, for a total sum of
29,499,399.00 euros.

The payment of this dividend was performed by the Sociedad de Gestión de los Sistemas de Registro Compensación y Liquidación
de Valores, S.A. through its associate entities, being paid on 9 June 2003.

In addition, on 18 December past, the Company’s Board of Directors approved a dividend on account corresponding to financial
year 2003, for a sum of 0.37 euros per share, payable on 8 January 2004.

2.7 Treasury stock

At 31 December 2003, the sum of own stock held in the treasury by the Company in a direct manner consisted of 1,371,862 sha-
res, which represent 1.69% of the Companies capital stock, of which 811,000 shares are allocated to Phase II of the “Plan of
Incentives for members of the Board of Directors and personnel of the Company and its subsidiaries”, approved by the Company’s
General Meeting of Shareholders on 6 October 2000. Throughout financial year 2003 the company purchased 303,505 shares and
sold 322,699 shares.

On the date of the approval of the present Report, the authorisation given by the Ordinary General Meeting of Shareholders remains
in effect, whereby the Board of Directors is empowered to acquire the company’s stock. There follows an exact transcription of the
agreement adopted by the aforementioned meeting under point five of the Agenda:

“Point Five of the Agenda: Authorisation for the Board of Directors regarding the derivative acquisition of treasury
stock, directly or through acquired companies, under the terms agreed in the AGM and within legally established
limits, and where appropriate, proceed to their conveyance.

As agreed in the last AGM and for the purpose of renewing the Agreement adopted under point four of the
Agenda for the meeting in question, a proposal was made for the adoption of the following agreement, specifi-
cally: 

To expressly authorise the Board of Directors, as per the provisions of Article 75 of the current Revised Text of the
Companies Act, to proceed with the derivative acquisition of stock in GAMESA CORPORACIÓN TECNOLÓGICA,
S.A. under the following terms:

a.- The acquisitions may be made directly by GAMESA CORPORACIÓN TECNOLÓGICA, S.A. or indirectly
through its acquired companies.

b.- The acquisition of shares, which are to be fully paid up and free of encumbrances and/or liens is to be per-
formed by means of transactions of sale-purchase, swaps or any other permitted by law.

c.- The acquisition may be undertaken, up to the maximum allowed by law where by computing those already
held by the Company it does not exceed 5% of the stock capital. 

d.- The minimum price of the acquisitions is to be the par value and the maximum price may not exceed by 5%
the quoted price on the date of purchase. 

e.- An allocation may be made under liabilities on the Company’s Balance Sheet of an unavailable reserve equal
to the amount of treasury stock recorded under assets. This reserve is to be held until such a time as the sha-
res are conveyed or redeemed.  

f.- The shares acquired may be subsequently conveyed under the terms that are freely determined.
g.- The present authorisation is granted for a maximum period of 18 months, expressly withdrawing the authori-
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sation granted under point four of the Agenda for the Company’s Annual General Meeting of Shareholders,
held on 31 May 2002. 

For the purposes foreseen in the second paragraph of number 1 of Article 75 of the Companies Act, to grant
express authorisation for the acquisition of Company stock on the part of any one of the acquired companies
under the same terms arising from the present agreement.

Finally, and in relation to the provisions of the final paragraph of section 1 of Article 75 of the Companies Act,
in its wording given by Act 55/1999, of 29 December, it is stated that the shares purchased in pursuance of
the present authorisation may be allocated by the Company to, amongst other ends, their delivery to the
Company’s employees or administrators either directly or as a result of their exercising the option rights of
which they are holders.”

3. Structure of the company’s management

As of the date of approval of the present Report, the Board’s Regulations are in effect, approved by means of an agreement of
the Board itself on 4 September 2000 and which is featured on the Company’s website. 

Notwithstanding the above, as of this date the process is underway for the preparation, discussion and, if appropriate, subse-
quent approval, on the part of the Board of Directors, of new Board Regulations, for the purpose of incorporating those recom-
mendations and conclusions contained in other documents and studies of recent appearance on good corporate governance,
in particular those of the “Aldama Report”, the Transparency Act and the ECO Order. Once the new regulation has been appro-
ved, notification of the same will be made at the next General Meeting to be held this year, as well as its posting on the com-
pany’s website. 

The current Board Regulations determine the Board’s purpose  - detailing its criteria and guidelines of procedure -, its com-
position – addressed from both a quantitative and qualitative perspective -, its structure – regulating the positions of the
Chairperson, Deputy Chairperson, Secretary, Committees and other governing bodies-, the basic rules of procedure – inclu-
ding such aspects as notification of meetings, number of meetings to be held, quorum for constitution and manner of adop-
ting agreements-, the procedures for the appointment and dismissal of Directors, the powers of the Directors for obtaining the
information required in the pursuit of their responsibilities, the remuneration of the members of the Board of Directors, the
duties of a Director, instruments of information for shareholders, and other relations between the Board and shareholders, mar-
kets and auditors.  

3.1 Purpose and role of the Board of Directors

The Board of Directors is the Company’s supreme decision-making body, with no other substantial restriction than that deter-
mined by the corporate purpose, and without prejudice to the powers befalling the General Meeting. 

Accordingly, Article 17 of the Company Articles state that “the Board of Directors is invested with the most far-reaching powers
for administering, governing and representing the Company in all those matters concerning the company’s trade or dealings,
with no restrictions other than those reserved by law or by these articles to the knowledge of the General Meeting”.

The Board’s policy is to delegate the normal management of the company to the executive bodies and to the management
team and focus its activity on the general function of supervision and establishment of general strategies.

As is expressly acknowledged by article 5 of the Board’s Regulations, without prejudice to the delegations it may have confe-
rred, the Board is to be informed of matters of relevance to the company and specifically undertakes to exercise directly the
following duties:

a) approval of the company’s general strategies;
b) appointment, remuneration and, as appropriate, dismissal of the company’s Top Management;
c) approval of policy in matters of treasury stock;
d) control of the management activity and appraisal of executives;
e) identification of the company’s main risks, especially those risks stemming from operations with derivatives, and

implementation and monitoring of proper systems of internal control and information;
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f) determination of the policies of information and communication with shareholders, markets and public opinion;
g) and in general, those operations that involve disposing of significant company assets and major corporate transac-

tions;
h) those specifically provided for in this Regulation.

Within the sphere of corporate organisation, the Board will adopt the necessary measures for ensuring the following:

a) the management of the company pursues the creation of value for shareholders and has the proper incentives for
doing so;

b) the management of the business is under the effective supervision of the Board;
c) no person or reduced group of persons holds powers of decision that are not subject to counterweights and controls;
d) no shareholder receives preferential treatment over any other.

Nonetheless, the criterion that is to prevail at all times in the activity of the Board of Directors is to maximise the company’s
value, whereby the Board is to determine and review the company’s business and financial strategies, complying with the
demands imposed by law, applying good faith to the explicit and implicit observance of contracts subscribed with employees,
suppliers, financiers and customers and, in general, abiding by those ethical duties that are reasonably dictated by the res-
ponsible pursuit of business.  

Concerning the Board’s role of establishing and safeguarding the policies of information and communication with shareholders,
markets and public opinion, it should be noted that, in order to imbue Gamesa’s annual financial statements with the utmost
transparency, and taking into account that the latest auditing reports on statements contained a reservation to the same mani-
fested by the auditors on a recurrent basis in successive financial years, on 13 June 2001 the Company submitted a letter to
the Spanish Stock Exchange Commission explaining and justifying the content of said reservation, in the following terms:

“The full write-down of the goodwill generated by the purchase of 30% of the dependent company Gamesa
Energía, S.A. on the part of the company has been undertaken by applying the criterion of maximum accoun-
ting prudence, whereby in accordance with Spain’s General Accounting Principles, the aim is that the annual
statements reflect the most conservative of all possible scenarios, in order thus to protect investors and other
users of the annual statements.   

This is undertaken in spite of the fact that the company’s management team undertook an estimate regarding
the recoverability of said goodwill, establishing a period of ten years as time limit for the same, but given the
uncertainty stemming from the forecast itself and the circumstances that concur in its calculation, the option
was taken to proceed to the early redemption of the total of the goodwill and so present a rationalised view
of the company’s equity.

The operation in which said goodwill is generated has been expressly described in the annual statements, as
well as the estimate of its recoverability and the effect on the company’s equity, and we understand that rea-
ders will encounter no difficulty in interpreting the company’s equity once the effect of said accounting ope-
ration has been considered.

Thus, we understand that the true portrayal of the state of the finances and assets in the individual and con-
solidated financial statements and the results and operations of the resources obtained and applied, is not
diminished by the aforementioned effect, and uphold compliance with generally accepted accounting rules
and procedures.”

Accordingly, compliance was made with the recommendation of good governance whereby the Board “is to endeavour to ensu-
re the annual statements it formulates are not submitted to the AGM with reservations and provisos in the auditor’s report, and
when this is not possible, both the Board and the auditors are to clearly explain to shareholders and markets the content and
scope of the discrepancies”, with notification made accordingly to the Spanish Stock Exchange Commission, to shareholders
and to markets.

3.2 Composition of the Board of Directors: number, status and position of each member

Gamesa’s Company Articles foresee that the Board of Directors will have a minimum of three members and a maximum num-
ber of fifteen. Furthermore, the Board’s Regulations establish that it will propose to the AGM the number that, in accordance
with the Company’s changing circumstances, is most suitable for ensuring the due representation and the efficient operation
of the body, endeavouring that outside or non-executive directors constitute an ample majority over executive Directors, and
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that within the majority group of outside directors there are proprietary Directors, as well as professionals of recognised pres-
tige who are linked to the executive team or to major shareholders (Independent Board Members).

Gamesa’s Board of Directors consists of ten members. The Secretary of the Board of Directors, who in turn is the Company’s
General Secretary and Legal Counsel to the Board, does not hold membership status on the Board. 

The composition of the Board, specifying the status of the Directors as per the Board’s Regulations and the positions they hold on
the Board, is as follows:

In response to the proposal of the Board of Directors and subsequent approval of the AGM, of the nine outside or non-execu-
tive Directors, seven are proprietary and two are independent. Therefore, non-executive Directors represent a clear majority on
the Board (nine out of ten).

Likewise, it is worth noting that the members of Gamesa’s Board of Directors do not perform duties as administrators or direc-
tors in any other of the group’s companies (with the exception of the Managing Director D. Juan Ignacio López Gandásegui),
nor do they sit on the boards of other companies listed on official stock exchanges in Spain, with the exception of those detai-
led forthwith:

In addition, the table included below lists the names of the members of Gamesa’s Board of Directors that are in turn members of
the management bodies of companies that hold major stock in the same:

NAME POSITION STATUS SHAREHOLDER REPRESENTED

Basagoiti Zavala, Alfonso Chairperson Proprietary Corporación IBV Servicios y Tecnologías, S.A.

López Gandásegui, Juan Ignacio Managing Director Executive N/A

Arregui, Ciarsolo, Juan Luis Ordinary Director Proprietary Retos Operativos XXI, S.L.

Borrego Díaz, Carlos Ordinary Director Proprietary Corporación IBV Servicios y Tecnologías, S.A.

Esteve Romero, Francisco José Ordinary Director Proprietary Corporación IBV Servicios y Tecnologías, S.A.

Madina Loidi, José Ordinary Director Independent N/A

Nefinsa, S.A.

(representada por D. Pablo Serratosa Luján) Ordinary Director Proprietary Nefinsa, S.A.

Rodríguez-Quiroga Menéndez, Carlos Ordinary Director Independent N/A

Serratosa Ridaura, Emilio Ordinary Director Proprietary Nefinsa, S.A.

Unda Madariaga, Eloy Ordinary Director Proprietary Corporación IBV Servicios y Tecnologías, S.A.

Martín Zurimendi, Luis Alberto Secretary Non-member. N/A
Legal Counsel
to the Board

A-48069181 Nefinsa, S.A. Uralita, S.A. Director

(represented by D. Pablo Serratosa Luján) (represented by D. Pablo Serratosa Luján)

15.325.332 Arregui Ciarsolo, Juan Luis Iberdrola, S.A. Director

1.818.561-C Esteve Romero, Francisco José Tubos Reunidos, S.A. Director

DIRECTOR’S
TAX

NUMBER

NAME OR TITLE OF
THE DIRECTOR

NAME OR COMPANY
NAME OF THE LISTED

COMPANY 
POSITION

22.648.681Y Serratosa Lujan, Pablo (*) A48069181 NEFINSA, S.A. Director

19.627.785E Serratosa Ridaura, Emilio (**) A48069181 NEFINSA, S.A. Chairperson

15.325.332 Arregui Ciarsolo, Juan Luis A48010615 IBERDROLA, S.A. Director

DIRECTOR’S
TAX 

NUMBER

NAME OR TITLE OF 
THE DIRECTOR

MAJOR 
STOCKHOLDER’S

TAX NUMBER

NAME OR COMPANY NAME OF
THE MAJOR STOCKHOLDER’S

TAX NUMBER
POSITION

(*)  Individual person representing the Board Member, Nefinsa, S.A.

(**) D. Emilio Serratosa Ridaura is the individual person representing Edamy, S.A., Director and Chairperson of the Board of Directors of Nefinsa, S.A.
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Finally, regarding the composition of the Board, it should be noted that art. 22 of the Board’s Regulations provides for the spe-
cific circumstances in which a Director is required to submit their resignation to the Board, which are as follows:

a) In the case of proprietary Directors, whenever they or the shareholder they represent conveys their holding in the
company, as well as when the latter revokes the proxy.

b) In the case of executive Directors, whenever the Board deems it appropriate.
c) Whenever they incur in circumstances of incompatibility or proscription as provided for by law. 
d) Whenever they are prosecuted for alleged criminal behaviour or are subject to disciplinary proceedings for serious

or very serious misconduct conducted by the supervising authorities.
e) When they reach the age of 70. The Chairperson, the Deputy Chairpersons, Managing Directors, the Secretary and

Under-Secretary to the Board will retire at the age of 65, but they may continue as Directors.
f) When they leave the executive positions associated to their appointment as Director.  
g) Whenever they are severely admonished by the Audit & Compliance Committee for infringement in their duties as

Directors.  

3.3 Rules of administration and procedure

The Board of Directors is governed by the rules of procedure laid down on a general basis by the Companies Act, by the
Company Articles and by the rules of procedure contained in the Board’s Regulations, which have not been modified throug-
hout financial year 2003.

Articles 15 to 20, both inclusive, of the Company Articles regulate the Board’s modus operandi, with specific details of whom
it is to be comprised, the procedure for arranging meetings, the place where these are to be held, their constitution, the pro-
cedure for reaching agreements, the delegation of responsibilities and remuneration. 

The Board’s Regulations lay down the basic rules for its organisation and procedure and the rules of conduct for its members.
These rules of conduct are also to be applicable, insofar as they are compatible with their specific nature, to the Company’s
Top Management. 

Moreover, art. 16.2 of the Articles lays down that “the official notification of ordinary meetings is to be made by letter, fax, tele-
gram or e-mail, and will be endorsed by the signature of the Chairperson or by the Secretary by order of the Chairperson. The
notification is to be made with a minimum prior notice of seven days. The notification will always include the agenda for the
meeting and attachment will be made of pertinent information duly summarised and prepared”. 

During financial year 2003, the information and documentation corresponding to each meeting was delivered to the Directors
around 4 or 5 days prior to the date set for the Board meeting.

During financial year 2003, the Board of Directors held 12 ordinary meetings.

The Board has not constituted a delegated Executive Committee, and the Chairperson has not been assigned any executive
powers, with his duties being those specified in art. 9 of the Board’s Regulations, which reads as follows:

“Article 9. The Chairperson of the Board.

1. The Chairperson of the Board of Directors will be chosen from amongst its members. The decisions on the
scope of their powers will be adopted by the Board itself at the time of the election.

2. The Chairperson is bestowed with the ordinary power to convene the Board of Directors, to draw up the
agenda for the meetings and chair the discussions. Nonetheless, the Chairperson is to convene the Board
and include in the agenda the issues involved whenever so required by at least two directors.”

A transcription is likewise provided forthwith of the Company Articles of Gamesa that contain a relevant reference to the duties
of the Chairperson of the Board:

“Article 15.- Composition and duration of the post

The Board of Directors is to consist of a number of Directors, shareholders or otherwise of the Company, to
be no less than three nor exceed fifteen, chosen by the General Meeting of Shareholders. Those appointed
will hold their positions for five years, without prejudice to the power befalling the General Meeting to proce-
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ed to their dismissal, which may be performed at any time. Those persons who are incompatible as per the
Act of 11 May 1995 and other legal provisions may not become Directors or hold management positions.

The Board is to elect a Chairperson from amongst its members and, if it so decides, one or several Deputy
Chairpersons, and will likewise appoint the person who is to perform the duties of Secretary to the Board and,
as appropriate, Under-secretary, who may or may not be Board members. The Chairperson will be replaced
in their duties by one of the Deputy Chairpersons, in the order established at the time of the appointment or,
if this has not been determined, by seniority of appointment, or finally, by whichever is the eldest. The
Secretary will be replaced by the Under-Secretary, if there is one. In the event of there being no Deputy
Chairperson or Under-Secretary, the Board will, in this case, appoint a Director to perform the duties befa-
lling the Chairperson or Secretary. (...)”

“Article 16.- Notification and meetings of the Board of Directors. Reaching agreements.  Minutes of the mee-
tings.

The Board of Directors is to convene, at least once per quarter, as many times as deemed appropriate by the
Chairperson and whenever so requested by at least two of its members. (...)

The notification will be made with minimum prior notice of (3) days. Exceptionally, when the Chairperson con-
siders special circumstances have arisen, the notification may be made by telephone or by any of the means
detailed in the foregoing paragraph and without observance of the period of notice and other provisions con-
tained therein. (...)

Whatsoever Director may convey in writing their representation to another Director, on a special basis for each
meeting, notifying this by any of the means provided for in paragraph 2 of this Article, to the Chairperson, or
to the Secretary to the Board.

The Chairperson will chair the discussion, establish turns and bring matters to a close when they understand
that the issue has been properly discussed. Voting will be by a show of hands. (...)

The discussions and agreements of the Board will be recorded in a minutes’ book, which is to be signed by
the Chairperson and the Secretary, or by those performing their duties.  

The attestation of these minutes and of the agreements of the Board are to be issued and signed by the
Secretary to the Board or, otherwise, by the Under-Secretary, with the Approval of the Chairperson or, other-
wise, by one of the Deputy Chairpersons.”

“Article 19º.- Representation of the Company

The representation of the Company, in court and outside it, corresponds to the Board of Directors and, where
appropriate to the Executive Committee and Managing Director.

The Board of Directors and the Executive Committee hold powers of representation proceeding as a body.
The agreements of the Board of Directors or of the Executive Committee will be implemented by its
Chairperson, a Deputy President or by the Director who, as appropriate, is designated in the agreement, with
any one of them proceeding individually. (...)”

The Board of Directors of Gamesa may delegate those powers it deems convenient to the Company’s Managing Director, who is
currently D. Juan Ignacio López Gandásegui, with agreement reached by the Board of Directors, at its meeting of 31 May 2002, of
his appointment, delegating to him all the powers of the Board of Directors, except for those that may not legally be delegated.

Article 18 of the Company Articles establishes the procedure for delegating duties to the Company’s Managing Director:

“Art. 18. Delegation of duties.

The Board of Directors may delegate its duties in part or in full, even on a permanent basis, to a Managing
Director, or to an Executive Committee, without prejudice to the powers it may award to whatsoever person.
Under no circumstances may delegation apply to the rendering of accounts and to the submission of finan-
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cial statements to the AGM, nor to the duties that the latter expressly allocates to the Board, unless it gives
its express consent accordingly.

In reaching an agreement on delegation, application is to be made of the system laid down by law.  

In the event of there being an Executive Committee, application will be made of the provisions of art. 16.
regarding its procedure”

3.4 Remuneration of the members of the Board of Directors.

Art. 20 of the Company Articles states that the annual remuneration of the Board of Directors will be determined as per the
following criteria:

“Art. 20. Remuneration

1.- The Company will allocate, under the item of costs, a sum equal to a maximum of 3% of the profit for the prior
financial year to the remuneration of the members of the Board of Directors. The allocation with the ceiling of
3% may only be effected once the provisions of the Company Act have been fulfilled. The Board itself may
agree to reduce the aforementioned sum in those financial years in which it so deems convenient.

The members of the Board of Directors will furthermore receive a fixed annual salary. It will befall the Board
of Directors to determine the amount for each one of the members of the Board.

The total sum corresponding to both remunerations (payment linked to profits and fixed salary) may not
jointly exceed the sum forthcoming through application of the three percent (3%) to the profit for the finan-
cial year. 

The remuneration need not be the same for all the members of the Board. In accordance with the above, the
Board of Directors will adopt those resolutions as appropriate for distributing the aforementioned remunera-
tion amongst its members, as per the criteria and in the manner and amount it deems appropriate.

The members of the Board will likewise be entitled to receive expenses for their time and attendance of
meetings, as well as compensation for any expenses in travel, accommodation or similar they may incur.
The determination of the same will be agreed by the Board of Directors. 

2.- In addition, and independently of the remuneration provided for in section 1 above, the establishment is
foreseen of systems of remuneration index-liked to the quotation value of the stock or which involve the
delivery of stock or option rights on stock, destined for Directors. The application of said systems of remu-
neration is to be agreed by the General Meeting, which will set the value of the stock that is taken as refe-
rence, the number of shares to deliver to the Directors, the price for exercising the option rights, the ves-
ting period for this system of remuneration and other terms it deems appropriate. Likewise, and with prior
compliance with legal requirements, similar systems of remuneration may be established for the person-
nel– management or otherwise – of the Company and its subsidiaries. 

3.- The remunerations provided for herein above are compatible with and separate from the remunerations of
any other kind established on a general or specific basis for those members of the Board who fulfil exe-
cutive duties, whatever the nature of their relationship with the Company, albeit as employee – normal or
on a top management contract, relationships that will be compatible with their status as member of the
Board of Directors. 

4.- The Company may arrange a civil liability insurance for its Directors.”

Art. 26 of the Board’s Regulations complement the statutory provisions, specifically stating:

“Article 26. Remuneration of the Board.

The Board is entitled to receive the remuneration that is determined in accordance with statutory provisions.

The Board will ensure that the remuneration of the Board is measured in terms of market demands and that
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a significant part is linked to the Company’s earnings.   

The Board’s remuneration will be transparent and the annual report, as an integral part of the annual finan-
cial statements, will inform on the same, under the terms and conditions required by law.  

It will befall the Board of Directors to determine the manner and amount whereby the set remuneration is dis-
tributed amongst its members, which may be made on an individualised basis.

The payments provided for in this article will be compatible with and separate from whatsoever other remu-
nerations are determined on a general or specific basis for those members of the Board of Directors who ful-
fil executives duties or professional responsibilities, whatever their nature.”

The Directors of the Company who belong to the management bodies of other group companies shall not be remunerated in
accordance with those positions.  

During financial year 2003, the members of the Company’s Board of Directors have accrued through expenses for attending
Board Meetings, salaries and other items a total sum of 715,000 euros, approximately. The Directors have not been granted
advances or loans, nor are there pension commitments, life assurances or of any other kind, regarding former or current mem-
bers of the aforementioned Board of Directors. In the case of those executives who are Directors of the Company, they share
in the incentive schemes that are outlined in Note 4.j) of the Individual Report, whereby the administrators have received, bet-
ween the closure of financial year 2003 and the date of formulation of accounts 2004, 180,220 shares in the Company, as bene-
ficiaries of Phase II of the afore-mentioned incentives’ plan.

The remuneration of the Directors is presented in accordance with generally accepted accounting principles and rules, literally
reproducing the sections corresponding to the Individual and Consolidated Report, under the terms reflected in the formula-
tion of the annual financial statements undertaken by the Board of Directors on this date, for their approval by the Annual
General Meeting of Shareholders.

This information is presented under the terms dictated by section 1.b) paragraph three of article one of the ECO Order, in other
words, in a global manner, and on the understanding that "the remuneration includes the sum of salaries, expenses and pay-
ments of any kind accrued during the financial year by the members of the management body, whatsoever their cause may
have been, as well as commitments undertaken in matters of pensions or the payment of life assurance premiums, regarding
former and current members of the management body”.

3.5 Management committees.

In pursuance of the provisions of art. 13 of the Board’s Regulations, and without prejudice to the delegation of powers that is
effected on an individual basis to the Chairperson or to any other Directors (Managing directors) and of the power befalling the
Board to institute Management Committees for specific areas of business, the former may set up an Executive Committee, with
general decision-making powers, an Audit & Compliance Committee and an Appointments & Remuneration Committee, the two
latter solely with powers of information, guidance and proposal in the matters determined by the following articles.

The Committees will be self-regulating, appointing a Chairperson and a Secretary from amongst their members and will meet
following prior notification from the Chairperson, being required to draw up an annual plan of action for which it will respond
to the Board.

At present, there is no Executive Committee, although the Board has set up two committees, one for Audit & Compliance and
one for Appointments & Remuneration, with the composition and duties that are outlined forthwith:

a) Audit & Compliance Committee.

Composition:

Chairperson D. José Madina Loidi Independent director

Ordinary Directors D. Juan Luis Arregui Ciarsolo Proprietary directory

D. Eloy Unda Madariaga Proprietary directory

D. Francisco Esteve Romero Proprietary directory
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The duties attributed to this Committee are regulated in Art. 18 b of the Company Articles and Art. 14 of the Board’s Regulations,
whose precise wording is as follows:

“Article 18 b: Board Committees

Independently of the delegation of powers that the Board of Directors may effect in favour of the Executive
Committee referred to in art. 18 of the present Articles, the Board of Directors, in order to enhance the per-
formance of its duties, may create the Committees of the same that it deems appropriate.

Nonetheless, the Board of Directors will constitute an Audit & Compliance Committee that will consist of a
minimum of three Directors and a maximum of five, designated by the Board itself, with the majority of these
being required to hold the status of non-executive Directors.

The Audit & Compliance Committee will choose a Chairperson from amongst its members, who is required
to be a non-executive Director, and will be replaced every four years, being eligible for re-election when one
year has elapsed since vacation of the position.

Likewise, The Audit & Compliance Committee will appoint a Secretary to the same, who may be one of its
members, or otherwise the Secretary or Under-Secretary of the Board of Directors, who need not be a
Director, in which case they will not hold the status of Committee Member.

The Committee will meet at least twice a year and whenever convened by its Chairperson, who is to do so
whenever the Board or its Chairperson request it to issue a report or adopt proposals and, in any case, whe-
never it is appropriate for the proper performance of its duties or when requested by two Committee mem-
bers. 

The Committee will have its own specific Regulation, approved by the Board of Directors, which will develop
its powers, rules of operation and composition and will determine the procedures that enable it to fulfil its mis-
sion. 

In any case, the Audit & Compliance Committee will have, at least, the following competencies: 

1.- To report at the General Meeting of Shareholders on those issues addressed by shareholders in those
matters befalling it. 

2.- To propose to the Board of Directors, for its submission to the General Meeting of Shareholders, the
appointment of outside Auditors of Accounts as referred to in article 204 of the Revised Text of the
Companies Act. 

3.- To supervise the Internal Auditing services. 

4.- To be familiar with the company’s process of financial information and the internal control systems. 

5.- To maintain relations with the Outside Auditors, to receive information on those matters that may com-
promise their independence, and whatsoever others related to the process of auditing the accounts, as
well as those other communications provided for in legislation on the auditing of accounts and on techni-
cal rules of auditing.”

“Articulo 14. The Audit & Compliance Committee.

1. The Audit & Compliance Committee is to consist of four (4) outside directors.

2. Notwithstanding whatsoever other duties assigned to it by the Board, the Audit & Compliance Committee
will have the following basic responsibilities:

a) To propose the designation of the auditor, the terms of the contracting, the scope of the profes-
sional mandate and, where appropriate, revocation or non-renewal and safeguard of its indepen-
dence;

b) To review relevant economic-financial and management data designed for third parties.
c) To review the content of the auditor’s report prior to its issue to avoid reservations.
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d) To monitor compliance with legal requirements and the proper application of generally accepted
accounting principles.

e) To act as a channel of communication between the Board of Directors and the auditors, assess the
results of each audit and the responses of the management team to its recommendations and
mediate in those cases of discrepancy between the two regarding the principles and criteria appli-
cable in the preparation of the financial statements.

f)  To verify the adaptation and integrity of the internal control systems, supervising the identification,
measurement and control of risks, and review the appointment and replacement of those in posi-
tions of responsibility.   

g) To report regarding those transactions that imply or might imply conflict of interest and, in general,
on those matters provided for in chapter IX of the present Regulations.

h) To ensure compliance with the Internal Rules of Conduct on the Stock Exchange, with the present
Regulations and, in general, with the company’s rules of governance and make the necessary pro-
posals for their improvement. In particular, it befalls the Audit & Compliance Committee to receive
information and, where appropriate, issue a report on disciplinary measures involving members of
the company’s top management team. 

3. The Audit & Compliance Committee will meet at least twice a year and whenever convened by its
Chairperson, who is to do so whenever the Board or its Chairperson request it to issue a report or adopt
proposals and, in any case, whenever it is appropriate for the proper performance of its duties.

4. Whenever so summoned, any member of the management team and any employee of the Company will
be required to attend the Committee’s meetings and further their collaboration and provide access to any
information they might have. The Committee may also require the presence at its meetings of the Auditors
of the Accounts.

5. In order to further the performance of its duties, the Audit & Compliance Committee may count on the advi-
ce of outside professionals, whereby application is to be made of the provisions of article 25 herein.”

The Audit & Compliance Committee has met on seven (7) occasions throughout financial year 2003.

b) Appointments & Remuneration Committee.

Composition:

The duties allocated to this Committee are as follows (art. 15 of the Board’s Regulations):

“Article 15. Appointments & Remuneration Committee.

The Appointments & Remuneration Committee is to consist of four (4) outside directors.

Notwithstanding whatsoever other duties assigned to it by the Board, The Appointments & Remuneration
Committee will have the following basic responsibilities:

a) To draw up and review the criteria that are to be applied for the composition of the Board of Directors and
the choice of candidates;

b) To report on the proposals for the appointment of directors;
c) To propose to the Board the members who should sit on each one of the Committees;
d) To propose to the Board of Directors the system and amount of the annual remunerations for directors.
e) To propose the system and amount of remuneration for Top Management.
f) To periodically review the remuneration programmes, considering their suitability and performances.
g) To safeguard the transparency of the remunerations.
h) To report on the appointment of those persons who are to represent the Company on the Boards of the more

Chairperson D. Carlos Rodríguez Quiroga Independent director

Ordinary Directors D. Alfonso Basagoiti Zavala Proprietary directory

D. Carlos Borrego Díaz Proprietary directory

Nefinsa, S.A.: D. Pablo Serratosa Luján Proprietary directory
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relevant subsidiary and participated companies designated by the Board.
i) To report on the appointment and dismissal of executives directly answerable to the Managing Director.

The Committee is to consider those suggestions made to it by the Chairperson, the members of the Board, mana-
gement staff and the company’s shareholders.  

The Appointments & Remuneration Committee will meet whenever the Board or its Chairperson request it to issue
a report or adopt proposals and, in any case, whenever it is appropriate for the proper performance of its duties.
In any case, it will meet at least once per year.”

The Appointments & Remuneration Committee has met on four (4) occasions throughout financial year 2003.

As is stipulated throughout the present report, the new legal demands and recommendations of Good Governance require revie-
wing, amongst other aspects, the roles of the Board and Committees thereof, whereby at the time of writing a new version of the
Board’s Regulations is being prepared. Pertinent information regarding this will be provided accordingly at the AGM to be held this
coming May, where it will be disclosed and disseminated as required by current legislation.

4. Swaps and Intra-group Operations

4.1 Operations with shareholders owning major stock.

Details are given below of operations with shareholders who have significant stakes in the Company. All balances with such
shareholders as of 31st December are described in the Individual and Consolidated Company Report.

As indicated in the Annual Report on Corporate Governance for 2002, in late November 2002 the Gamesa Group and Iberdrola
Energías Renovables II, S.A. signed a framework agreement, the main points of which were explained in that report. Under that
Framework Agreement in 2003 the dependent company Gamesa Energía, S.A. sold its holdings in 19 companies that owned
wind parks to Iberdrola Energías Renovables II, S.A.

As established in the Framework Agreement, the dependent company Gamesa Eólica, S.A. is the main supplier of wind turbi-
nes for these parks. Moreover, member companies of the Gamesa Group are handling the promotion and construction of wind
parks in Spain. As a result the balances shown in the Individual and Consolidated Reports for 2003 for wind parks refer mainly
to accounts receivable on the part of the dependent companies Gamesa Eólica, S.A., Siemsa Este, S.A. and its dependent
companies, and Gamesa Energías Renovables, S.A., as a result of the supply of wind turbines and services rendered to those
wind parks.

The balance receivable from Iberdrola Energías Renovables II, S.A. refers to accounts receivable on the part of the dependent
company Gamesa Energía, S.A. in relation to the disposal of holdings in 6 companies that owned wind parks. The final sum
collectible will be paid on the date of receipt of the Provisional Acceptance Certificate (CAP) by the relevant park, as laid down
in the respective contracts of sale. The balance payable to Iberdrola Energías Renovables II, S.A. corresponds to the prepay-
ment handed over by that company under the agreements reached by wind parks pending disposal.

The balance receivable from Iberdrola, S.A. refers to accounts receivable on the part of the dependent company Siemsa Este,
S.A. and its dependent companies for commercial transactions in their roles as regular suppliers of that company. The main
credit balances in the table in Note 16 to the Consolidated Report refer to the amount pending payment at the year end to
Iberdrola, S.A. for commissions invoiced as a result of contracts entered into by Siemsa Este, S.A. and its dependent compa-
nies.

The balances payable to Corporación IBV, Servicios y Tecnologías, S.A. and Nefinsa, S.A. refer to accounts payable arising
from the dividend on account of profits for 2003 paid out on 8th January 2004.

On the other hand in October 2001 the Gamesa Group signed a contract with Corporación Eólica CESA, S.A., a member of the
GUASCOR Group (a company linked with Retos Operativos XXI, S.A. through common shareholders) for the supply of wind tur-
bines with a total power of 1000 MW between 2002 and 2005. Sales by Gamesa Eólica, S.A. to CESA in 2003 totalled 8,083,000
of euros.
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Finally, BBVA, S.A., which holds a 50% stake in Corporación IBV, Servicios y Tecnologías, S.A., is one of the banks with which
the Gamesa Group conducts financial operations in the normal course of its business.

4.2 Operations with directors and management staff of the company and the group  

In financial year 2003 the company engaged in no operations with administrators and management staff of the company itself or of
the group.

4.3 Operations with Group Companies

The main intragroup operations are detailed below. All balances between Group companies as of 31st December 2003 are des-
cribed in the Individual and Consolidated Company Report.

Gamesa Energía, S.A. granted a loan to Gamesa Eólica, S.A. initially on 20th December 2001 for 2 million euros, and subse-
quently extended on 5th March 2002 for 67 million euros. Up to 2002 this loan accrued interest at 3.5% per annum, but in 2003
the rate was 2% per annum. It matures on 20th June 2007. As in previous financial years, the interest accrued (approx.
1,447,000 euros as of 31st December 2003) is capitalised and added to the amount of the loan. Total interest will be settled on
the maturity of the loan.

The remaining financial income came mainly from dividends paid out in financial year 2003 by Gamesa Aeronáutica, S.A. and
Gamesa Energía, S.A.

The balance payable to Cametor, S.L. refers to a current account loan received from that company. The said loan was granted
on 30th September 2002, and accrues interest at EURIBOR – 0.5%. This loan will mature at the request of the lender.

The accounts receivable from Cametor, S.L. is basically the amount pending collection from that dependent company as a
result of advisory services rendered by the Company.

5. Risk Control Systems

The Internal Control & Risk Management System is currently one of the priorities of Gamesa in optimising the Company’s control
environment. Its development and subsequent supervision is supported by the executive body itself and by the Board of Directors
and the Audit and Compliance Committee.   

5.1 Organisation of the Internal Control and Risk Management System

a) Board of Directors: within the scope of its functions, the Board assumes responsibility for supervising the Internal Control
and Risk Management System associated with the activities of Gamesa. It delegates this function to the Audit and
Compliance Committee.

b) Audit & Compliance Committee: Article 14 of the Board’s regulations empowers it to check the suitability and integrity of
internal control systems, to supervise the identification, gauging and monitoring of risks, and to review the designation and
replacement of those responsible. It also has the responsibility of examining compliance with the Internal Rules of Conduct
on stock markets and of the rules for the governance of the company in general.

c) Internal Audit Management: answerable to the Chair of the Audit & Compliance Committee. Responsible for the effective
task of supervising the Internal Control and Risk Management system.

d) Gamesa Management: they directly develop the Internal Control and Risk Management System, concentrating on risks that
may affect fulfilment of objectives and seeking to safeguard the value of the company.
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5.2 Scope of the Internal Control and Risk Management System

In 2003 it was decided to continue promoting the Internal Control and Risk Management function under the scope of one of the
corporate management teams, and to incorporate a method for overall achievement of the following:

•   assessment and management of risks associated with fulfilment of corporate objectives;
•   definition and implementation of the necessary control activities;
•   assurance that reliable information is available in regard to negotiation processes;
•   proper supervision of the Internal Control System;
•   preparation of a risk map for Gamesa so that risks can be properly defined and prioritised for management.

The following are envisaged as priority targets of the Internal control and Risk Management system at Gamesa:

1. Control environment
2. Meeting of strategic objectives
3. Meeting of operational targets
4. Reliability of information for decision-making
5. Compliance with rules and regulations

5.3 Actions taken in financial year 2003

In addition to this methodological boost for the Internal Control and Risk Management function, 2003 saw a number of other
actions, most of which are now systematically carried out as part of the regular activities of the company. The main such acti-
vities were:

1. Control Environment

a. Continuation of actions by the Compliance of Regulations Unit in regard to codes of conduct.

b. Support for patent management activities.

2. Strategic Objectives

a. Assessment & checking of reliable alternatives in regard to the launching and publication of the Strategic Plan for
2004-2006 (Growth Perspectives)

b. Continuation of the company’s established monitoring activities in the following key risk areas for the growth
objectives set in the Plan:

i. Monitoring of business development operations
ii. Monitoring of significant quotes
iii. Monitoring of investments

3. Operational Targets

a. Specific actions concerned with covering exchange-rate risks.

b. Encouragement for new actions to retain and promote Group management staff.

c. Assessment of the Group’s main information systems and launching of renovation projects as necessary.

d. Adequate planning and management of premises and resources required to keep pace with the major growth of
the company.

4. Reliability of information for decision-making: checking and approval of financial information by the Audit & Compliance
Committee prior to its issuing to third parties.

5. Rules & Regulations
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a. Monitoring of new regulations governing renewable energies.

b. Reinforcement of the Occupational Risk Prevention function through the creation of a specific Corporate
Directorate  to bring together and co-ordinate actions throughout the Group.

6. Supervision of the System

a. Specific internal control actions in most core businesses with assessment of the most significant accounting stan-
dards and processes.

b. Presentation of results of the main control actions to the Audit & Compliance Committee.

100

6. Operation of the General Meeting and procedures for its sessions

6.1 Existence of and Regulations for General Meetings

Matters relating to the calling, constituting and holding of the General Meeting of Shareholders of Gamesa and the passing of reso-
lutions thereat are regulated in Articles 9-14 of Company Articles and in the applicable regulations.

As per Act 26/2003 of 17th July, which modifies the Stock Market Act (Act 24/1988 of 28th July) and the regulations implementing
same, it is envisaged that the Board of Directors will submit a draft wording for General Meeting Regulations to the General Meeting
of Shareholders. That wording will cover specifically the regulations applicable to the General Meeting. The said regulations will be
reported as a Material Development to the CNMV (Spanish Stock Market Commission) and will be entered in the Mercantile Register
of Alava.

6.2 Shareholders’ Rights

As provided for in Company Articles, the General Meeting may be attended by those shareholders who enter their shares in the rele-
vant register of account annotations at least five days prior to the date set for the General Meeting.

Moreover, article 13 of Company Articles regulates entitlement to attend General Meetings and the right of shareholders to be repre-
sented at such meetings:

“Article 13º.- Attendance of General Meetings. Entitlement to attend. Representation at General Meetings.

Attendance rights shall be held by all those shareholders who own at least one hundred (100) shares that are
registered in their name in the relevant accounting register at least five (5) days prior to the date set for the
General Meeting, who are up to date in the payment of capital calls and who maintain at least the said num-
ber of shares until the date of the Meeting, provided that they obtain the accreditation card proving com-
pliance with the foregoing requirements in the aforesaid period and in the manner envisaged in the call for the
General Meeting. Cards shall be issued in the name of the relevant shareholders.

Shareholders who own less than the number of shares indicated in the foregoing paragraph may join with
other shareholders in the same situation and appoint one shareholder of the group to represent them .
Otherwise, any such shareholder may grant a proxy for the general Meeting to a shareholder who has the
right to attend and can prove that right as required by law, so that his/ her shares are grouped with the sha-
res of the proxy holder. Company Directors must attend General Meetings.

Shareholders entitled to attend may grant a proxy for the General Meeting to any other shareholder of the
Company. Such proxies shall be given in writing and shall be specific to each General Meeting. Proxies shall
be effective only if the Company is notified of their use by the shareholder or by the proxy-holder at least three
(3) days prior to the date set for the General Meeting. The identity of the proxy grantor shall also be reported.
The foregoing shall not apply in the cases provided for in Article 108 of the Companies Act [“Ley de
Sociedades Anónimas”].
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To attend the General Meeting, the proxy-holder must present the attendance card of the proxy-grantor together
with the written proxy, which may be incorporated onto the attendance card itself. In cases of public request for
proxies, the provisions of Article 107 of the Companies Act shall apply.

All proxies may be revoked at any time. Personal attendance of the proxy-grantor at the General Meeting shall be
considered as revocation of proxy.

The Chairperson and Secretary of the General Meeting shall hold the broadest powers to check the validity of
proxy documents.”

On the occasion of General Meetings, and in compliance with the law and with company articles, shareholders shall be entitled
to examine the documents to be put before the Meeting for approval as per the agenda at the registered offices of the company
(Portal de Gamarra, 40, Vitoria-Gasteiz, Alava), on the company WebSite at www.gamesa.es or by requesting immediate delivery
free of charge of hard copies. The documents covered by this right shall include the annual accounts, the management report,
the audit report and the full wording of any proposals for modification of company articles and other resolutions, along with the
relevant reports thereon.

6.3 Data on attendance, quorums and voting in previous meetings, and details of resolutions passed

a) Annual General Meeting 2001

The General Meeting held in Vitoria-Gasteiz on 23rd June 2001 was attended in person or by proxy by shareholders representing
67.90% of the corporate stock. Votes averaged 97.20% in favour of the resolutions passed, 2.80% against with 0% abstentions.

Account of the Meeting, composition & resolutions (AGM 2001):

This was the only General Meeting held in financial year 2001. It passed the resolutions summarised below:

1.- To approve the annual accounts and management report for the company and its consolidated group, the proposal
for the application of results and the management of the company by the Board of Directors for financial year 2000.

2.- To approve the modification of articles 12, 13, 14, 16, 20 & 23 of company articles.

3.- To maintain Arthur Andersen y Cía S. Com as auditors of the company and its consolidated group for financial year
2001.

4.- To grant authorisation for a five year term to the Board of Directors, as per art. 153.1.B. of the reworded Companies
Act [“Ley de Sociedades Anónimas”] so that it may, if it deems convenient, increase the capital stock of the company
by up to half the current total in one or more operations, when and in such amount as it may see fit, with the power
to exclude preferential subscription rights as per article 159.2 of the said Act, re-wording Art. 4 of Company Articles
accordingly. 

5.- To authorise the Board of Directors derivatively to acquire stock in the company directly or through acquired compa-
nies, up to the limits set by law, and to dispose of same as appropriate.

6.- To authorise the Board of Directors so that it may, subject to the current regulations applicable and once any autho-
risations required have been obtained, issue corporate debt not convertible into shares over a period of up to 5 years,
which debt shall be represented by certificates or account entries, as debentures, bonds or other fixed income secu-
rities, up to a limit of two hundred million euros.

Accionistas presentes o representados: 67,90%

Porcentaje medio de votos de los acuerdos:

A favor 97,20%

Abstenciónes 0,00%

En contra 2,80%
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7.- To delegate to the Board of Directors, with express power to subdelegate to any member thereof, the powers requi-
red to correct, develop and execute each and every resolution of the General Meeting when deemed convenient.

b) AGM 2002

The General Meeting held in Vitoria-Gasteiz on 31st May 2002 was attended in person or by proxy by shareholders representing
66.70% of the corporate stock. Votes averaged 99.82% in favour of the resolutions passed, 0.17% against with 0.01% absten-
tions.

Table attached:

Account of the meeting, composition & resolutions (AGM 2002):

It passed the resolutions summarised below:

1.- To approve the annual accounts and management report for the company and its consolidated group, the proposal
for the application of results and the management of the company by the Board of Directors for financial year 2001.

2.- To re-elect for a five year term the directors Juan Luis Arregui Ciarsolo, Julio Azcargorta Peral, Alfonso Basagoiti
Zavala, Carlos Borrego Díaz, Juan Ignacio López Gandásegui, José Madina Loidi, Carlos Emilio Rodríguez Quiroga
Menéndez, Emilio Serratosa Ridaura, Eloy Unda Madariaga, NEFINSA, S.A. (Pablo Serratosa Luján) 

3.- To maintain Arthur Andersen y Cía S. Com as auditors of the company and its consolidated financial group for finan-
cial year 2002.

4.- To authorise the Board of Directors derivatively to acquire stock in the company directly or through acquired compa-
nies, up to the limits set by law, and to dispose of same as appropriate. 

5.- To change the name of the company to Gamesa Corporación Tecnológica, S.A.

6.- To modify Art. 24 of Company Articles in reference to the distribution of results so that it envisages the possibility of
resolving to distribute dividends in kind.

7.- To delegate to the Board of Directors, with express power to subdelegate to any member thereof, the powers requi-
red to correct, develop and execute each and every resolution of the General Meeting when deemed convenient.

Shareholders present or represented by proxy: 66.70%

Average figures for votes on resolutions:

In favour 99.82%

Abstentions 0.01%

Against 0.17%
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c) AGM 2003

The General Meeting held in Vitoria-Gasteiz on 22nd May 2003 was attended in person or by proxy by 463 shareholders, hol-
ding 58,202,096 shares, representing 29,101,048 euros of capital stock, i.e. 71.77% of the total.

The votes on the points on the agenda were as follows:

The general meeting held on 22nd May 2003 was the only general meeting held in the financial year, and the following resolu-
tions were passed:

1. To approve the annual accounts (annual report, balance sheet & profit and loss statement) and management report
for the year to 31st December 2002 for the company and its consolidated group. The management of the company
by the Board of Directors in that year was approved, and it was resolved to apply results as follows:

BASIS FOR DISTRIBUTION:
Net profit for financial year 2002: 19,523,534.19 Euros.
TOTAL: 19,523,534.19 Euros.
DISTRIBUTION:
Legal reserve: 97,910.32 Euros.
Voluntary reserve: 19,425,623.87 Euros.
TOTAL: 19,523,534.19 Euros.

The consolidated annual accounts and those of the company submitted for approval coincide with those audited by
Deloitte & Touche, S.L., the auditors of the company and its group, and were signed by all the directors.

2. To distribute a dividend of 37 euro cents gross per share against voluntary reserves. This dividend shall be paid as
per the system envisaged by the management company Sociedad de Gestión de los Sistemas de Registro
Compensación y Liquidación de Valores, S.A. through its member companies, and shall be implemented immediately
following the passing of this resolution, with the effective payment date being set as 9th June 2003.

3. To ratify the appointment of Francisco José Esteve Romero as a director, made by the co-opting system as per Article
138 of the Companies Act, which appointment was made at the meeting of the Board of Directors on 12th December
2002 following the resignation of Julio Azcargorta Peral. His personal data have been entered at the Mercantile
Register of Alava.

4. To maintain Deloitte & Touche España, S.L. as auditors of the company and its consolidated group for financial year
2003. To that end the Board of Directors is empowered to enter into a suitable contract with the said firm on such
clauses, terms and conditions as it may deem appropriate, and to amend that contract as necessary in line with the
legislation in force at any given time. In particular, the Board of Directors is empowered to delegate this power to any
director or directors of its choice.

It is placed on record that DELOITTE & TOUCHE ESPAÑA, S.L. has its registered offices in Madrid at Calle Raimundo
Fernández Villaverde nº 65, and holds tax identification number B-79104469. It is entered in the Mercantile Register of
Madrid at vol. 13650, folio 188, section 8, sheet M-54.414, and its entry number in the Official Register of Account
Auditors is S-0692.

5. Expressly to authorise the Board of Directors, in  accordance with Article 75 of the reworded Companies Act, deriva-
tively to acquire stock in GAMESA CORPORACIÓN TECNOLÓGICA, S.A. under the following conditions:

Votes in favour Votes Against Abstentions
nº % nº % nº %

Examination & approval of accounts 56,777,172 99.89 0 0.0 63,623 0.11

Distribution of dividend 56,840,795 100 0 0.00 0 0.00

Ratification of director 56,492,951 99.39 62,341 0.11 285,503 0.50

Adoption of resolution re. auditor 56,840,795 100 0 0.00 0 0.00

Authorisation for board to acquire shares 56,840,795 100 0 0.00 0 0.00

Modification of company articles 56,840,795 100 0 0.00 0 0.00

Delegation of powers 56,840,795 100 0 0.00 0 0.00
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a) Acquisitions may be made directly by GAMESA CORPORACIÓN TECNOLÓGICA, S.A. or indirectly through its
acquired companies.

b) Stock acquisitions must be fully paid up and free from burdens and/ or encumbrances, and must take place by
means of sale/ purchase, swap or other operations permitted by law.

c) Acquisitions may be made at any time up to the maximum amount permitted by law, i.e. 5% of capital stock
including stock already held by the company.

d) Stock shall be acquired at no less than its face value, and no more than 5% higher than its trading price on the
date of acquisition.

e) On the liabilities side of the company’s balance sheet a non available reserve must be set up for an amount
equivalent to the value of the company’s own stock included on the assets side. This reserve must be maintai-
ned until stock is disposed of or written off.

f) Shares acquired by subsequently be disposed of on such conditions as may freely be determined.
g) This authorisation is granted for a maximum of 18 months, and expressly supersedes the authorisation gran-

ted under point four of the agenda for the Annual General Meeting of the company held on 31st May 2002.

For the purposes envisaged in paragraph two of point one of Article 75 of the Companies Act, to grant express aut-
horisation for the acquisition of shares in the Company by any of its acquired companies on the same terms indica-
ted herein.

Finally, in regard to the provisions of the final paragraph of Subsection 1 of Article 75 of the Companies Act as wor-
ded in Act 55/1999 of 29th December, it is placed on record that shares acquired under this authorisation may, among
other uses, be handed over to employees or administrators of the Company directly or as a result of the exercising
of options to which they may be entitled.

6. To include a new article (18 bis) to incorporate the regulation on company articles of the Audit Committee in line with
the new legislation in the Financial System Reform Measures Act (Act 44/2002), to be worded as follows:

“Article 18 bis: Committees of the Board

Independently of any delegation of power by the Board of Directors in favour of the Executive Committee as per Art.
18 of these Articles, the Board of Directors may set up such committees as it deems convenient the better to fulfil
its functions.

In all events, the Board of Directors shall establish an Audit and Compliance Committee, which shall comprise at
least three and at most five directors appointed from among the Board itself, the majority of whom shall be non exe-
cutive directors.

The Audit and Compliance Committee shall select a Chairperson from among its members. That Chairperson shall
be a non executive director, shall be replaced every four years and may be not be re-elected for at least one year
after replacement.

Moreover, the Audit and Compliance Committee shall appoint a Committee Secretary, who may be a Committee
member or the Secretary or Deputy Secretary of the Board of Directors, or may be a non director, in which case the
Secretary shall not have Committee member status.

The Committee shall meet at least twice per year, and whenever convened by its Chairperson, who may convene it
whenever the Board or the Chairperson of the Board requests a report or the adopting of proposals, and whenever
is deemed convenient for the proper fulfilment of its functions, and whenever two of its members request a meeting.
The Committee shall have its own specific regulations, which shall be approved by the Board of Directors. The Board
shall lay down the remit, working regulations and composition of the Committee and shall establish the procedures
to enable it to fulfil its remit.

In any event, the Audit Committee shall have at least the following functions:

1. To report to the General Meeting on the matters raised thereat concerning the areas in its remit. 
2. To lay nominations before the Board of Directors for submission to the General Meeting for the post of

external account auditors as per Article 204 of the reworded Companies Act.
3. To supervise internal auditing services.
4. To be familiar with the financial information process and internal control systems of the Company.
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5. To maintain contacts with the external auditors to receive information on any matters that might constitute
a risk to the independence of the latter, and any other matters concerned with the auditing of accounts,
and to make such other communications as may be envisaged in account auditing legislation and in tech-
nical auditing standards.”

7. To delegate to the Board of Directors, with express power to subdelegate to any member thereof, the powers requi-
red to correct, develop and execute each and every resolution of the General Meeting when deemed convenient.

And to grant joint and several powers to Alfonso Basagoiti Zavala, Juan Ignacio López Gandásegui and Luis Alberto
Martín Zurimendi so that any of them may formalise and instrument the resolutions passed by the General Meeting,
including the depositing of annual accounts, management reports and audit reports on the Company and its conso-
lidated group, and grant to that end such public and private documents as may be necessary or convenient (inclu-
ding clarifications, full and partial corrections of errors and the making good of defects) for the exact fulfilment the-
reof and for their entry, or even partial entry, in the Mercantile Register or in any other register or with any other body
required.

7. Degree of compliance with recommendations in matters of good governance

This section of the report seeks to explain the degree to which Gamesa fulfils the recommendations in the Olivencia Code and the
Aldama Report on good governance.

As indicated in the introduction to this report, the Audit & Compliance Committee has submitted a report in regard to this report on
corporate governance.

The main recommendations of the aforesaid codes of good governance are described in the table below, along with indications of
the degree to which they are met. References are also given to the sections of this report in which each is covered in more detail:

RECOMMENDATION COMPLIANCE REFERENCE
IN THIS REPORT

1 Preparation & publication of an annual report on corporate governance Yes Sections. 1 & 7

2 Updated corporate WebSite Yes Sections 1, 3 & 6.2

3 General Meeting regulations Ongoing (1) Sections 1 & 6.1

4 Board regulations Partly, adaptation to new
requirements needed (2) Sections 1, 3 & 7

5 Shareholders’ rights to information (calls, documentation & information
on exercising rights, including on WebSite) Yes Sections 1 & 6.2

6 Information on quorums, voting & resolutions at previous
General Meetings, including on WebSite Yes Sections 1 & 6.3

7 Transparency in delegation of votes & more communication between
company & shareholders (especially institutional investors) Yes Section 6.2

8 Voting & delegation of votes by post, e-mail or other remote
communication methods. Ongoing (1) Sections 1 & 6.1

General instruments of good governance

General Meeting of Shareholders
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9 Reasonable sizing, suitable for more effective,
participatory operation. Yes Sections 3.2

10 Qualitative make-up of the board: definition of types of director. Yes Sections 3.2

11 Age of directors & other holders of posts on the Board of Directors. Yes Sections 3.2

12 Assumption of the general function of supervision, non transferable
exercise of responsibility & details of reserved matters. Partly, adaptation to new Sections 1, 3.1,

requirements needed (2) 3.3 & 3.5

13 Separation between Chair & executive functions. Yes Sections 3.2 & 3.3

14 Secretary to the board: independent & stable,
to monitor formal & material legality of actions. Yes (3) Sections 3.2

15 Executive Committee N/A Sections 3.3 & 3.5

16 Existence, operation & composition of delegated monitoring committees:
Audit & Compliance, Appointments & Remuneration Partly, adaptation to

new requirements needed (2) Sections 3.3 & 3.5

17 Sufficient information in advance for directors, & advice
as necessary to prepare board meetings. Yes Sections 3.3

18 Regulation of conflicts of interest. Partly, adaptation to new
requirements needed (2) (5) Sections 1 & 3.5.a)

19 Frequency of board meetings & encouragement of involvement &
free adopting of positions by all Directors. Yes Sections 3.3

20 Formal, transparent selection & re-election of Directors following
reasoned proposals by the Appointments Committee. Yes Sections 3.5

21 Obligation to resign in circumstances that might negatively affect
the operation of the Board and the credit and reputation of the Company. Yes Sections 3.2

22 Policy for remuneration of Directors. Partly (4) Sections 3.4 & 7

23 General duties of diligence & loyalty. Partly, adaptation to new
requirements needed (2) Sections 1, 2.4 & 4.2

24 Extension of duty of loyalty to significant shareholders &”
precautions for transactions. Yes Sections 2.2, 2.3 & 4.1

25 Fast, accurate, reliable information to markets. Yes Sections 2, 3 & 4

26 Regular financial information in line with the same principles &
professional practices as annual accounts, checked by the Audit &
Compliance Committee prior to distribution. Yes Sections 3.5.a)

27 Monitoring of independence of external auditors & public information
on fees for auditing & other services. Yes Sections 3.5.a) & 6.3.c)

28 Avoidance of reservations & exceptions in auditor’s reports,
or if not giving of explanations. Yes Sections 3.1,

3.5.a) & 6.3.c)

Board of Directors

Notes & comments on the table

(1) As per Transitory Provision 1 of the Transparency Act, General Meeting regulations must be approved by the General
Meeting within the period laid down in law, which expires on 19th July 2004. As mentioned in the introduction to this
report, the Board of Directors intends to call a General Meeting at a forthcoming board meeting, to take place probably
by the end of May 2004. At that General Meeting a formal proposal will be made for the approval by the meeting of
General Meeting regulations. Those regulations will include regulations on voting systems and the delegation of votes by
post, by e-mail and by other remote methods of communication, on the terms laid down in the Transparency Act.

(2) As indicated below, the recommendations alluded to in this note are met substantially as established in the codes of good
governance, though there is a need to modify the internal regulations of Gamesa (e.g. Board regulations) to brig them into
line with the new requirements of law and recommendations for good governance. Amendments along these lines are
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currently being drawn up, the General Meeting will be informed in due time and the dissemination and publicity require-
ments laid down in law will be met. 

(3) The Secretary to the Board of Directors is also the General Secretary of the Gamesa Group and the legal advisor to the
Board of Directors.

(4) Information on the remuneration of Directors is presented in accordance with generally accepted accounting standards
and principles, with the relevant sections of the individual and consolidated annual reports being reproduced literally, on
the terms indicated in the annual accounts as formulated by the Board of Directors for approval by the General Meeting.

This information is presented in the same terms required under paragraph three of subsection 1.b) of Article One of the
ECO Order, i.e. in an overall manner and on the understanding that "remuneration includes the amounts of salaries,
expenses and all manner of remuneration accrued in the course of the financial year by members of the Board of
Directors, whatever the cause, plus obligations entered into for pensions or payment of life insurance premiums in regard
to former and current members of the Board of Directors”.

(5) The general modification of the Board Regulations includes the modification of regulations on conflicts of interest to bring
this point into line with the new requirements of the Transparency Act.

Finally, the Board of Directors will also put before the AGM for approval the modifications required to bring the company articles
of Gamesa into line with the changes introduced by the Transparency Act, and will report on the changes to the regulations
governing the workings of the Board itself that are currently being prepared to adapt those regulations to the requirements of the
Transparency Act and to the latest recommendations on good governance.

* * * * * * *

This annual report on corporate governance was approved by the Board of Directors of the Company in its meeting on 31st
March 2004.
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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

GENERAL MANAGER: 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 & 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.)

Comisión de Auditoría y Cumplimiento

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

GENERAL SECRETARY: D. Luis Alberto Martín Zurimendi

CORPORATE GENERAL MANAGER: D. Antxon Berreteaga Lejarza

GENERAL MANAGER OF GAMESA AERONAUTICA: D. José Luis Osoro Larruscain

GENERAL MANAGER OF GAMESA EOLICA: D. Joaquín Coello Brufau

GENERAL MANAGER OF GAMESA POWER SYSTEMS: D.César Fernández de Velasco

GENERAL MANAGER OF GAMESA ENERGIA: D. Fernando Ferrando Vitales

GENERAL MANAGER OF GAMESA ENERGIA SERVICIOS: D. Ricardo Moro Martín
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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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