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WHAT
WE DO

We deal in content creation & capture, and have done so for
20 years. Whether it’s global TVCs, award-winning TV dramas,
feature films, or high end Photo & Motion. Palma Pictures do
it on a daily basis and we keep honing our expertise in order to
remain at the forefront of our industry.

WHERE
WE DO IT

The birthplace of Palma Pictures was Mallorca with its ideal
range of locations, but over the years we have developed into
a Media Production Group, still headquartered in Mallorca,
but with offices and production capabilities stretching
thousands of kilometres from the shores of our island. More
about this further on.

HOW IT’S
DONE

Palma Pictures houses all the resources you will need in order
to guarantee high quality content capture. Have a look at the
next pages and see what we mean.
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Annual Recap
Dear Colleagues,
We celebrated our 20th anniversary year in style with
recent strategic investments beginning to pay off, resulting
in record revenues of 16.44M (11.94M€) and increased
profitability with EBITDA at 1.50M (0.30M€) for the Palma
Pictures Media Production Group.
The pace of change and innovation within both the global content
creation and marketing communications sectors continues at
break neck speed, necessitating that we constantly evolve our
business model to remain at the forefront of the curve and remain
nimble and adaptive to the challenging environment that both
thrills and daunts our team in equal measure.
Our focus on territorial diversity helped us to navigate a volatile
marketplace and continued to bear fruit, as well as mitigating
currency fluctuations. Over the course of the year we saw
clients from 19 territories elect to shoot with us, with a special
mention to our US office and our biggest commercial campaign
to date in the form of three TVCs for ‘Captain Morgan’ from
Smuggler Los Angeles.
The UK remained our strongest performing market and
contributed significant volumes of shoot days (21%), with USA
and Germany also performing well (12%), followed by Italy
(10%) and France (9%). Consistent workflows across other
markets such as Scandinavia (8%) and Eastern Europe (6%)
added to strong volumes over the year.
Our staff and freelance crews worked tirelessly over the course
of the year to deliver ‘Picture Perfect Service’ to our varied clients
and we maintained strong repeat business levels of 70%.
Retaining and expanding our talent pool always remains front of
mind and we were delighted to make some headline hires in the
form of David Seers (MD - Pathfinder), Michael Nouri (Head of
Production / Executive Producer – German speaking territories)
and Jonbi Gudmundsson (International Producer – Scandinavia).
Palma Pictures ‘Photo & Motion’ continued its record breaking run
with revenues again reaching an all time high of 1.83M€ (1.25M€).

Print work was shot for clients such as: O2, Lipton and H&M, with
Motion clients including: Nivea, Nestle and Adidas.
Digital capture became all encompassing with 100% of our
clients now opting to shoot digitally, the vast majority of those
still electing to work with the ARRI Alexa camera system.
Pathfinder, our media creation business, had a transitional year
with our MD Stuart Speechly moving into a non-exec board role
and passing the baton to David Seers. Revenues slowed during
this process with billings down at 1.48M€ (2.99M€). However
we regained momentum in Q3 and Q4 and over the course of
the year serviced work for our Reckitt Benckiser clients in UK,
France and USA, as well as Wind Mobile from Canada.
Long Form work also kept us busy with both ‘Kenzhe’, a Russian/
Kazakh feature and ‘Fleming – The Man Who Would Be Bond’, a
series from Ecosse Films (UK) shooting sequences in Mallorca.
We passed our environmental audit for the fourth year running
and retained both our ISO 14001 and EMAS certifications.
Other CSR related activities included our ongoing sponsorship
of the ‘Fireflies’ and our Mallorca based team of forty dedicating
a day to helping the local NGO GOB replant an area recently
devastated by forest fires.
Our Barcelona office had a strong second year delivering shoots
for brands such as ‘Rexona’, ‘Activia’ and ‘Geox’, as our clients took
advantage of our expanded locations portfolio. And we are already
considering other destinations in which to plant one of our flags.
Looking forward, we are buoyed by the improving marketplace
and intend to build on the successes of the last year, as well
as maintaining an ‘Outside / In’, customer centric approach to
create value for our diverse client base.

Mike Day
CEO

10

11

SECTION 2

Our
Business

12

Vision & Mission
Business Model
Targets & Strategy
Local Impact
Organisation
Market trends & Global Adspend
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OUR AMBITION

To create
perfect pictures
for top brands

VISION
14

HOW TO GET THERE

To passionately
deliver creative
solutions for
every challenge

MISSION
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CLIENT

AGENCy

PRODUCTION
COMPANy

PRODUCTION
SERVICE
PROVIDER

Today Palma Pictures is better described as a media
production group, with several supporting pillars, than as a
location based service provider. By continuing to expand our
service portfolio and geographical coverage we are able to
offer our clients a more diverse and flexible service solution,
as well as identifying synergies throughout the value chain
that promote quality as well as efficiency.

From one-man photo-shoots to productions with a crew of
hundreds, no project is too big or small, as over the years we have
honed our offer to encompass all content production.

Our business model remains focused on content creation &
capture and we retain the capability to offer a full service onestop-shop solution, but whilst we were previously limited to the
island of Mallorca, even with its unique selection of locations and
possibilities, we now offer a mobile solution with partnerships
across the globe and a new production centre in Barcelona, as well
as offices and know-how in London, Reykjavik and Los Angeles.

Over the past years we have identified a shift in the traditional
value chain ranging from brand, to agency, to production company
and to Palma Pictures (the service provider). By tailoring our
offering to each segment of the value chain with solutions such
as Pathfinder, Palma Pictures is able to work more closely with
the end-user of our product and become both more cost-efficient
and flexible to their demands.

Our aim has always been to minimize our dependence on
third party factors and to strive to offer a completely
integrated service solution.
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TOGETHER THIS OFFERS
OUR CLIENTS ONE OF THE BEST
SERVICE SOLUTIONS ON THE MARKET

ONE INVOICE FROM ONE SERVICE PROVIDER
EFFICIENT SCHEDULING & COMMUNICATIONS
TOTAL FLEXIBILITY

Some of our in-house resources:

18

Crew

• 45 full-time crew in key positions and a flexible staffing structure that allows up to 300 co-workers
per day through our freelance database
• Languages spoken include English, Spanish, German, French, Italian, Icelandic, Russian and Japanese
• Our network offers SFX, animal co-coordinators, food stylists, stunt personnel and underwater
camera specialists as well as other key personnel

Locations

• The close proximity of Mallorca based locations - it’s an island, as well as a rich tapestry of locations
ranging throughout Spain and the Balearics.
• Continuously updated locations portfolio with more than 200.000 images
• Strong relationships with the local authorities and community

Equipment

• State of the art film equipment including in-house camera, lighting, grip and transport
• In-house technicians, familiar with the equipment, to ensure fluidity of service
• Synergy effects in the budgeting and planning process for both potential and upcoming productions

Studio

•
•
•
•

Central to all our production activity
4,500 m2 (including a 1,000 m2 sound stage)
Fully equipped
Restaurant, Gym, Costume, Make-up, Offices, Construction, Workshops,
Casting Studio and Pack Shot Studio
19

SECTION 2 / OUR BUSINESS

PALMA PICTURES / ANNUAL REPORT 2013

‘It was nuts what we were
trying to do, but thanks to
Palma Pictures we did it.’

Targets & Strategy

Todd Field
DIRECTOR
SMUGGLER USA

‘It is always a
pleasure shooting with
Palma Pictures.
Like travelling in a
Mercedes, first class
service all the way.’
Cleo Hodgkinson
PRODUCER
SKY CREATIVE

Palma Pictures has been working with a strategic management tool called The Balanced
Scorecard since 2007.

Customer

For a diverse organisation such as ours it is the ideal tool to constantly re-appraise and
assess our progress, as well as to formulate concrete actions and success factors for all
levels of the organisation, based on departmental goals.

Employee

The goal-orientated strategy is based on a three-year scope, but is annually updated to
remain relevant to current circumstances in the business climate.

Processes

For 2013 we outlined five key areas with separate targets and contributions. These
areas act as supporting pillars for the business within which we can identify individual
success factors, sub-targets and contributions down to an individual level.

Finance

This way we can engage our whole team and take a collective approach to ensuring the
future growth of our company.

New Business / Growth

CSF 1: Territorial focus

CSF: An aligned and motivated team

CSF: Quality secured processes

CSF: Accurate and transparent information

CSF: Rapid ROI
1
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CSF: Critical Success Factor
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Local Impact

During 2013 Palma Pictures invested over 600,000€
in sales and marketing activities. With staffed
offices in the UK, USA and Scandinavia, as well as
experienced producers specifically responsible
for the majority of other global territories, we
work hard to ensure that we have a presence in
the primary media production hubs.
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As a result of this focus on securing a territorially diverse
client base, during the last year we welcomed clients from 19
countries to our mediterranean shores and from as far afield as
Argentina, Australia, Canada, Japan and Russia.
However our overall impact reached 39 countries. All of whom
requested location imagery and cost estimates from our sales
teams with regard to their respective projects.
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Organisation

The single most important resource in ensuring that we deliver the highest
quality service to our clients is our crew. Palma Pictures is focused on
being an attractive company to work for and we allow each member of our
team the best opportunities for personal development. Via our structured
appraisal system and team feedback forum ‘The Voice’, we endeavour to
listen to our colleagues and help shape their workplace for the better.
A number of our key crew have been with us for many years and have evolved
with the company, providing a source of security and support for our repeat
clients who enjoy working with familiar, experienced faces.
Our staffing model is designed to be as dynamic as the market we operate
in and we keep a number of full-time staff members in key positions.
This, combined with a large pool of experienced freelance crew allows the
organisation to be flexible and responsive to every new project, regardless of
size, whilst maintaining viability.
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Market & Global
Ad Spend

Mobile & digital is leading global ad-spend
In this year’s report we notice a strong shift towards more content
related marketing, followed by a re-distribution in ad-spend
towards other less traditional media channels. We can identify a
greater amount of resources being invested in digital ad-formats
allowing for larger volumes of content and longer videos.
In terms of growth, mobile continues to lead the way, increasing by
81% this year in the U.S. market, with that rate projected to slow
down to 61% in 2014 and 53% in 2015, when mobile is expected
to make up 8.4% of the total ad spend. Compare that to Internet
advertising, which is growing by around 16% and will account for
27.8% of all U.S. ad spend by 2015. (Zenith Optimedia)
As the largest market in terms of ad-spend, the U.S has proved to
be a good benchmark and global trend indicator, but the growth
of mobile ad-spend is no less impressive in other markets.
Zenith Optimedia’s analysts say that mobile is growing seven
times faster than desktop Internet spend, with global mobile
ads increasing by 77% in 2013, 56% in 2014 and 48% in
2015, driven by the rapid adoption of smartphones and tablets.
Globally, Internet advertising will grow at an average of 10% a
year;which includes both traditional ads as well as video content.
Overall, global ad-spend is growing, with all regions contributing
to increased expenditure except for Europe, which is taking time
to bounce back from the economic downturn.
However whilst European ad-spend might not have
fully recovered to the levels of 2012, trend analysts
predict that increased faith in content marketing
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will help increase production budgets and creative
conceptualisation within this segment.
A recent survey carried out by the Swedish Royal Institute of
Technology, polling marketing executives in Northern Europe,
highlighted that 53% intended to increase their contentmarketing budgets in 2014, with moving media channels such
as Youtube and Vimeo a key point of focus.
With all eyes upon the rapid growth of digital channels one
should not disregard traditional media (newspapers, radio, TV,
Magazines) and especially TV which still accounts for 40% of the
total global ad-spend. As this is a mature market the fluctuations
are much smaller, but this is certainly not a market in decline. In
2014 the amount spent on ads in magazines and newspapers
alone will outweigh all internet ads, with the addition of radio this
will also be the case in 2015 (Nielsen Report).
As online video content continues its march onwards and TVCs
continue to be a preferred way for many brands to communicate
with their target groups, many experts predict that synergies
between these two similar channels will soon start to emerge.
Many TVC productions now focus on the storytelling aspect with
longer spots on TV and complementary material online. This
relatively new behaviour is paving the way for a much more
diverse and dynamic climate for content capture, where moving
imagery will play a key part in conveying any commercial or social
message. (Stockholm Tech meet-up 2014).
One thing is certain though, no matter the platform or
screen used to consume the media, brands will be using
the moving image to get messages across to their target
audiences for a long time yet.
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Changes
Content Marketing
TVC - Mallorca
Barcelona
Photo & Motion
Long Form
Pathfinder
Voice of a teamplayer
CSR
Board / Owners
Financials
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Changes

‘I always said that the
best publicity you can
have is providing great
service to your clients.
Now I am recommending
your company to
everyone I meet.’
Richard H Coll
EXECUTIVE PRODUCER
DIRECTOR FILM COMPANY OF AMSTERDAM

We are a company in constant motion and we have evolved a
great deal over the past few years.
Capturing content remains our core service offering, but when
one looks at the type of productions we undertake today
compared to only a few years ago, the change is significant.
Today Palma Pictures is active across a broader range of content
capture and we are constantly striving to challenge the fixed structures
and workflows of any media production segment that we work within,
whether via our approach to production services, or via business areas
such as Pathfinder, Photo & Motion, or our Long Form offering.
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We are not just referring to change within the media
landscape, but also internal change. Palma Pictures has also
evolved as an organisation; it has grown and become more
dynamic than ever before.
Our Palma Pictures Academy program, diversified global client
base, CSR initiatives and values driven approach to talent
attraction and retention are but a few examples of our desire to
constantly challenge and innovate our business.
Over the next few pages we will guide you through some of
our recent successes.
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Content

‘I give the whole team an
A+... it was just wonderful
and we will try to come
back again.’
Adele Testore
PARTNER / EXECUTIVE PRODUCER
OGILVY & MATHER CHICAGO

The evolution of the marketing and communications industry will
never be slower than it is today.
This industry has always been Palma Pictures’ backbone and if the
needs of the industry change we need to be able to adapt quickly .
Over time we have seen cycles where the emphasis has shifted
between big budget TVC productions and low-fi guerrilla style
productions intended to become viral rockets.
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However, no matter what the current trend, we remain confident
that visual storytelling will continue to be a format that will
appeal to the consumer for a long time to come and this is what
we at Palma Pictures refer to as content.
Over recent years we have worked hard to make sure that we
are equally comfortable shooting a print campaign, as we are
producing online content, a TVC spot, or providing production
solutions for a feature film or television piece.
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TVC

The TVC market is an intrinsic part of Palma Pictures’ identity
and we typically produce from 75 – 100 commercials a year.
When Palma Pictures was founded in 1993 it was with the
intention of establishing a new European hub for TVC / photo
shoot production.
Capitalising on the tremendous location diversity that the island has
to offer, with its great geographical location in the middle of the
Mediterranean and fabulous climate, the island remains a favourite
for clients from all over the world. With a documented average of
300 days of sunshine a year we can prolong the season for production
teams that would otherwise have to travel much longer distances.
Being an island the travel time between destinations is minimal,
allowing us to maximise shooting time and to change locations
quickly, making for a more cost efficient production. We often
find ourselves on the beach for the morning light and in the city,
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or up in the mountains, for the evening magic hour. Since we have
operated in Mallorca for over 20 years we have, as illustrated in
other chapters, been able to build deep relationships with the
local community. And for a business that often relies on local
resources and assets, this is a very important factor.
We have also continued to increase our flexibility in order to
cater to any type of production, both big and small.
With our dynamic staffing model (as described in ‘organisation’)
and in-house resources, we can always guarantee competitive
quotes, be it for the next Super Bowl commercial or smaller
projects for local brands.
In short, we have the track-record, locations and resources
to keep offering competitive production solutions to the
top segment of the market and will continue doing so for
many years to come.
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PP Barcelona

‘We had a great time
– as usual. I honestly
can’t give any advice
on what you could be
doing differently.’
Jennifer Kennedy
TV PRODUCER
RKCR/Y&R

Palma Pictures Barcelona was established in 2012 in order to provide our existing client
base with a launch pad to the multitude of locations that mainland Spain has to offer.

TVC Credits

After enjoying some early successes our mission for 2013 was to continue to raise the
awareness of our now expanded offering, as well as shooting great work for inspiring clients.

Suica – Shining, Switzerland

Reflecting on the past year’s activities it would appear that our latest venture is
beginning to mature. Board flow was up 133% year on year, with shoot days ramping up
considerably to 333% and billing at 935K€.
In addition to shooting in the Catalan capital we also delivered production services in
Madrid, Malaga and Almeria, as well as island hopping to Ibiza and Formentera.
Some highlights of the year include working on a widely reported and highly regarded
creative project for Geox via Mediamonks from Amsterdam, as well as shooting with two
of the world´s biggest football stars – Lionel Messi and Neymar – both of whom just
happen to play for our favourite football club.
38

Partizan UK – Activia, Doug Nicol
Just Eat – Hotspur & Argyle, UK
Nivea – Sterntag, Germany
Persil – E+P, Germany
Rexona – Ringo, Buenos Aires

Motion Credits
Geox – Media Monks, Netherlands
Adidas – Jelani, Netherlands
H&M – Sweden

39
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Photo & Motion

GET hair

as rEsiliEnT

as YOU arE

NEW

REpaiR Up TO 2 yEaRs Of damagE*
©Unilever 2013

Salon-quality formulas reinforce hair’s natural protective barrier
for healthy-looking hair that stands up to styling.

welcome to chair-worthy hair without the sa lon price .

*Damage to smoothness and shine. With 5 uses of system vs. non-conditioning shampoo.

t r e s e m m e .co m

‘I can honestly say I
have never worked
with such a professional,
talented and
friendly crew.’
Jennifer McCartan
CREATIVE PRODUCER
HORTON STEPHENS

This business area continued to excel in 2013 and, driven on by
our talented executive producer Virginia Hernando, we shot work
for a host of legacy brands.
Print work encompassed projects for brands such as O2,
Captain Morgan and Lipton. We also had the pleasure of
working with a range of talented photographers including;
Dan Jackson for H&M and Jessica Craig Martin for
Captain Morgan.
With Motion workflows accelerating we enjoyed shooting
projects for production companies such as ASD Lionheart,
Caviar Content and B-Reel. Sporting stars the likes of Lionel
Messi and Rafa Nadal graced our sets, along with models
Doutzen Kroes, Constance Jablonski and Blanca Suarez.
Some brands of note included; Adidas, Nestle and Nivea.
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We obviously struck a chord with H&M as they kept coming
back and we shot both photo and motion projects with them
throughout Spain, encompassing destinations such as Almeria,
Madrid and Formentera.
Annual revenues climbed yet again to 1,83M€(1,25M€) with
motion equating to some 48% of overall billing.
The ongoing proliferation of mobile devices, fused with increased
connectivity and rapid advances in capture technology bodes well
for Virginia and her team. Much as we still see downward pressure
on TV budgets, we are also starting to see an uptick in client budgets
allocated to digital content. A trend we believe will continue.
All in all we had a great year and look forward to 2014
with great expectations.
41
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Long Form

We were excited to be involved with two very different long
form projects in 2013, both of which were shot in Mallorca, the
island once again proving just how diverse it is.

his love affair with Ann Charteris. The series was directed by
Mat Whitecross, produced by Sarah Curtis and the executive
producer was Douglas Rae.

The first project saw us providing production services to our old
friend and producer Alexey Kublitskij from Amadeus, who shot
with the company previously in 2012 on the feature film What
Girls Don´t Talk About. This time he was back with a Kazak /
Russian co-production entitled Kenzhe, an action thriller about
a contract killer who is hired to kill his own younger brother.
Written and directed by Yermek Tursunov. The producer for
Kazakhfilm was Aleksander Vovnyanko.

We were contacted by Ecosse Films in London as they
needed to shoot some scenes at Goldeneye, the house that
Fleming built and named after the WWII operation to
sabotage Nazi operations in Spain. It was in this house that
Fleming created the character James Bond and wrote stories
as famous as Casino Royale. However, the production did not
have the funds to travel out to Jamaica and needed to try to
find a convincing alternative location closer to London and
Hungary where the rest of the show was shot.

Key scenes for the movie were shot in and around the
city streets of downtown Palma as well the port and the
countryside, before the Kazak / Russian unit went on to shoot
the rest of the movie in Thailand and Kazakhstan.
We provided a full compliment of services, a crew of around
sixty people, equipment and on the ground logistics.
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Ecosse tasked us to find a suitable beach side property
in order to shoot scenes both on dry land and in the sea.
Mallorca features quite early on in the series, with Ann
(played by Lara Pulver) and Ian (starring Dominic Cooper)
swimming and spear fishing in the ocean.

The second production that enlisted our help was Fleming – The
Man Who Would Be Bond. Made for television, this four-part
240 minute biopic follows spy-turned author Ian Fleming during

Both of these projects gave us the opportunity to mix
our local crew in with visiting heads of departments and
to provide locations that were convincing alternatives to
otherwise unaffordable options.

Fleming – The Man Who Would Be Bond

Younger Brother (aka Kenzhe)

Commissioned by Sky Atlantic
Produced by Ecosse Films
Distributed by BBC Worldwide
Shot in July
Director: Mat Whitecross
Produced by Sarah Curtis
Executive Producer: Douglas Rae
DOP: Ed Wild
Dominic Cooper played Bond author Ian Fleming.
Four-part biopic (4 x 60 mins)

Shot in April for 7 days
Kazakhfilm & Amadeus
Writer/ Director: Yermek Tursunov
Producers: Aleksander Vovnyanko & Alexey Kublitskij
DOP: Sergey Kozlov
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Pathfinder

‘Great work… I was very
happy with the quality
and professionalism of
the entire team’
Radek Krasny
Head of Brand & Communication.
Wind Mobile

Pathfinder is an international media creation company for
all; providing broadcast, online and offline solutions across
purchased, owned and earned channels. We are delivering
added value right now to some of the world’s biggest
brands and their agencies.
2013 was a period of transition for the company as our founding
director moved to a non-exec board role, leaving day-to-day
operations to our new Managing Director, David Seers.
We continued to service our Reckitt Benckiser clients and their
agencies with projects out of London, New York and Paris as
well as attracting the attention of MacLaren McCann, Toronto.
Pathfinder welcomed their team to Mallorca where we produced
a series of commercials for client Wind Mobile.
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Turnover was down year on year at 1.48M€ (2.99M€), perhaps as
a consequence of some uncertainty surrounding the succession
management of the senior position. Most of our activity was in
the second half of the year, a period that we have characterised
as one of improvement and enhancement. We sought to improve
our relationships with both Unilever and Reckitt Benckiser
procurement teams and their agencies in addition to seeking
new clients beyond our traditional roster arrangements. And we
worked hard to augment our offer beyond television advertising
to include corporate communications, radio and photography.
So, 2013 was an important milestone in Pathfinder’s growth and
development. We confidently stand by our principles of being
creatively driven, production minded and value added for all those
we serve, across a wider range of services and broader territories.
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Germán Traver
Head of the Palma Pictures
Locations department
and Local PR

Voice of a teamplayer

President of the
Balearic Islands
Audiovisual Cluster

NAME & POSITION?

WHAT IS THE BIGGEST DIFFERENCE FOR THE LOCATIONS

Germán Traver. Head of Locations & Local PR / President of the
Balearic Islands Audio Visual Cluster.

DEPARTMENT COMPARED TO A FEW YEARS AGO?

HOW LONG HAVE YOU WORKED AT PP?

Close to fourteen years!

We’ve created a more solid network of professionals and, over
the past years, Palma Pictures has led the way for the audio
visual sector in Mallorca, raising awareness with stakeholders
such as institutions and public bodies etc, whilst highlighting the
benefits of our activity to the tourism sector and local economy.

TELL US A BIT ABOUT WHAT YOU DO

As head of locations I supervise the relationship between our
productions and the location providers, plan a location strategy
for every project that we shoot, as well as constantly searching
for and training new talent to ensure the future quality of our
locations teams.
As President of the Balearic Islands Audio Visual Cluster I
oversee the development of innovative projects within the media
sector. I also hold regular meetings with key stakeholders such
as local politicians and the Spain Film Commission in order to
promote Spain as a shooting destination and evolve financial
incentives to maintain our competitiveness.

WHICH EVENTS IN PALMA PICTURES’ HISTORY HAVE
PROVIDED THE BEST LOCAL PR?

Shooting the first two seasons of ‘Mad Dogs’ for Left Bank
Pictures / Sky was a very important step in showing Mallorca’s
potential. . As we continue to receive interest from these types
of international productions, the standing of the audio visual
sector within the local community will continue to be enhanced.
WHERE ON MALLORCA WOULD YOU
BUILD YOUR DREAM HOUSE?

In a hidden place one mile away from a little village in the
Sierra de Tramuntana (the mountain range which extends
across the northwest area of Mallorca).

HOW HAS PP DEVELOPED SINCE YOU STARTED
AT THE COMPANY?

The number of projects we produce per year has increased
dramatically, as has our presence in the international
markets. We are much more experienced and mature as an
organisation and have become a worldwide reference in the
production services community.
46

DO YOU HAVE A SECRET FAVOURITE PLACE TO SHARE?

A beach called S’Arenalet, in the natural park of Arta.
Youneed to leave your car at the entrance to the park
and walk an hour to get to the beach. The views are
breathtaking and the little sandy beach is unique. I often
head there with my mountain bike.
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NAME & POSITION?

HOW HAS THE MARKET FOR MEDIA PRODUCTION

Andre Troubetzkoi – International Producer

CHANGED OVER THE PAST FEW YEARS
GEOGRAPHICALLY, AS WELL AS WITH REGARD TO THE

TELL US A BIT ABOUT WHAT YOU DO

KIND OF PROJECTS PALMA PICTURES PRODUCES?

I develop new business for Palma Pictures mostly out of Canada,
Holland, Russia and Eastern Europe. I personally budget and
oversee productions that come to us from these marketplaces,
manage client relationships and generally keep my finger on
the pulse of what’s going on in those regions and elsewhere.
I frequently travel to meet with producers and creatives who
provide much insight into their communities. Human contact
is paramount. Social media is good for keeping an eye on the
work. Local advertising festivals and award shows are great for
understanding what’s fresh and relevant and the opportunity to
see lots of people in one place. Ultimately I create opportunity
and bring revenue into the company by gathering information and
maintaining relationships with key people in our industry. The
role may be centered on relationship building, a universal quality,
yet it’s also a performance driven role that always comes with
challenges and objectives to meet.

Over recent years we’ve seen the dawn of a digital era
combined with a global recession. In other words the
types of jobs have changed thanks to social media and
procurement. The result is that media production is coming
from a wider geography with a greater diversity of jobs.
TVCs from over 20 different countries, documentaries and
drama series from the UK, feature films from Russia, on-line
campaigns from Holland and Scandinavia, photo shoots
from New York and L.A. There’s a huge amount of people
and companies out there looking for cost effective solutions
whilst retaining the quality they are known for. It’s pretty
amazing being able to respond to all of this.

WHAT IS THE STRONGEST REASON TO COME AND
SHOOT IN SPAIN?

No other country in Europe comes close to matching Spain’s
incredible diversity of locations and with 300 days of sunshine a
year it’s an attractive choice. Equally important is the quality of
the infrastructure and a proven track record. Spain has decades
of experience in epic Hollywood film making from classic
spaghetti westerns to current blockbuster films. We are home
to some of the world’s best stunt people, costume designers, art
department and crew. Hospitality is huge in the Spanish culture
so the level of service is very high. It makes sense that so many
different nationalities and cultures come to us in this part of
Europe, here in the Mediterranean.
HAS THIS CHANGED OVER THE PAST FIVE YEARS?

Andre Troubetzkoi
International Producer
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The studio itself and our management, along with other senior
members of the tribe have been here for years - we’ve just
celebrated our 20th anniversary. What’s changed in the last
five years is the way we look at new opportunities and the
range of services we’re offering our clients. There’s a team
of seven international producers each covering different
geographic territories, we meet every Monday afternoon to
share what’s going on in our worlds. Pathfinder, Photo &
Motion and the Barcelona office are now firmly established.
We’ve shot all over Spain, in Catalonia, Malaga and Almeria to
name just some of the places. We’ve just produced our first job
in Tenerife thus adding another destination or product to offer
our clients... we are proud of the last 5 years and we certainly
look forward to the next five.

YOU COVER A WIDE TERRITORY. DO YOU SEE A
DIFFERENCE IN THE TYPE OF PRODUCTIONS FROM EACH
RESPECTIVE AREA?

Each region has steady workflows from mobile providers
and financial services. They will also seek warmer
climates during their cold seasons. Those are the common
denominators. It also depends on the time of year.
Canadians will show more beer and home hardware adverts
in the spring; Russians will produce more pharmaceutical
spots in the winter. The Czechs and Slovaks seem to have
more state lottery commercials than other markets do, while
the Ukrainians send through more scripts for mineral water.
The Dutch have a wider variety of sectors due to Holland
being European HQ for so many international brands like
Heineken, Adidas, Philips, Nike and others.
WHAT DOES THE PP PRODUCTION OF TOMORROW LOOK LIKE?

PP’s production of tomorrow is actually not so different
from its past and present, in the sense that we’ve always
been that production periscope looking out for new
opportunities. Our future is bright, it’s exciting, it’s about
remaining fresh and relevant and a unique source of
knowledge to our clients whilst offering them new creative
resources and production solutions. New destinations are
on the agenda. New proposals and ideas are regularly
being considered. When considering tomorrow’s PP
production the word “responsibility” comes to mind - if you
divide that word in two you get “response” and “ability” the ability to respond. We’re in a great place today and
look forward to more of that tomorrow.
DREAM JOB TO LAND WITH PALMA PICTURES?

You’ve just finished reading about it.
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We continue to pride ourselves on being a socially and
environmentally responsible employer and member of the
Mallorcan community.
Our Environmental Management System has been maturing
year on year and we were delighted to retain both our ISO
14001 and EMAS certifications for a fourth consecutive year.
One of our focuses in 2013 has been to reduce the use of the
traditional printed Production Booklet. After calculating that
we had consumed roughly 15,000 sheets of paper through
just printing these in 2012, we decided to offer our clients the
possibility to receive this digitally and have now managed to
reduce the number of booklets printed by half, despite shooting
significantly more days. A great achievement and we intend to
continue reducing in 2014.

• Once more we have supported the incredible Firefly cyclists
in making their intrepid annual ride from Geneva to Cannes
in aid of the charity Leuka - our Head of Production Michael
even participated in the challenge!
• We produced the ‘Making Of’ for the “Passion for Palma”
campaign for the Palma 365 Foundation.

A reduction in both electricity and water consumption at our
studio complex and offices despite substantially increasing the
number of productions.

• We continued to support the international Film Festival
“Maremostra”, as well as becoming one of their official
sponsors. This not for profit, ocean-themed festival
showcases media related to the marine environment and
helps raise awareness about how we should be looking
after our seas and oceans via genres as diverse as
fantasy, horror and factual.

• Once again we donated hundreds of kilos of leftover
food, props and products from our shoots to voluntary
organisations around Palma, helping to feed the
homeless and needy.

• And for yet another year our determined receptionist Jenni
encouraged crew members and suppliers alike to contribute
items to the OPERACIÓN KILO initiative and we managed to
collect 690 KGs of food to feed the hungry.

Other achievements during 2013 include:
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• After sections of the Tramuntana mountain range were
devastated by fires last summer, destroying over 2000
hectares of forest, we spent a company day helping local NGO
GOB plant seeds which will reforest the natural and wild area
of La Trapa for years to come.
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SHAREHOLDERS
SHAREHOLDING OF PALMA PICTURES TMPC S.L

Owners / Board

TOTAL SHARES

3,400,000

1,606,500
ZALLAZ, S.A.

765,000
MIKE DAY

510,000

BOARD OF DIRECTORS
Ture Stendahl
Chairman

Mike Day
Joachim Odqvist

TRENT WALTON

Bertil Villard

263,840

Juan Pablo Nicolau

BERTIL VILLARD

255,000

SECRETARY

George Entwistle
Advisor to the Board

RAMÓN CARAVACA
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Management Team
MIKE DAY

CEO, Palma Pictures
Michael Day has over twenty years experience in the film,
television and advertising industries, serving in numerous
roles from assistant director to producer. He first gained
management experience when, at the age of 20, he was
promoted to General Manager for Movie Screen News

Production, a company supplying film crews and equipment to
broadcasters such as the BBC, MTV, VH1 and ITV networks.
In 1999, he set up the London office of Palma Pictures before
being promoted to Executive Producer and subsequently
Managing Director in 2003; he became a partner in 2007.

TRENT WALTON

Executive Producer, Palma Pictures
Trent Walton has held many production positions since
starting in the film and television industry in 1993 and
produced several award-winning short films. He joined our
London office as a producer in 2001 and by 2004 was Head

From left to right: Ramón Caravaca, Mike Day, Trent Walton

RAMÓN CARAVACA

Financial Director, Palma Pictures
Ramón Caravaca started working with Palma Pictures
as an accountant in 1997 and was promoted to Financial
Director in 1999. Prior to that, he was a professional
accountant and advisor at Montis Law Office in Palma.
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of Production, overseeing production from all territories. In
2005 he became Executive Producer. Since 2007 he has
been a Managing Partner, helping to lead a team of 50 film
professionals and to meet the company’s growth targets.

He has been instrumental in controlling and developing
the financial health of the company, as well as sharing the
responsibilities of the studio construction from 1998 to
2000. He became a partner in 2007.
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Financials

AUDIT REPORT ON THE CONSOLIDATED
ANNUAL ACCOUNTS
To the Members of PALMA PICTURES THE MEDITERRANEAN PRODUCTION CENTER, S.L.
We have audited the consolidated annual accounts of PALMA PICTURES THE MEDITERRANEAN PRODUCTION
CENTER, S.L., (the Parent Company) and it subsidiary (the Group), which comprise the consolidated balance sheet
at December 31, 2013, the consolidated income statement, the consolidated statement of changes in equity, the
consolidated cash flow statement, and the notes thereto for the year then ended. The Parent Company’s directors
are responsible for the preparation of the consolidated annual accounts of the Parent Company, in accordance with
the regulatory framework for financial information applicable to the entity in Spain (identified in Note 2 to the
accompanying annual accounts) and specifically in accordance with the applicable accounting principles and criteria
contained therein. Our responsibility is to express an opinion on the aforementioned consolidated annual accounts taken
as a whole, based upon work performed in accordance with prevailing audit regulations in Spain, which require the
examination, through the performance of selective tests, of the evidence supporting the consolidated annual accounts,
and the evaluation of whether their presentation, the accounting principles and criteria applied and the estimates made
are in agreement with the applicable regulatory framework for financial information.
In our opinion, the accompanying 2013 consolidated annual accounts give a true and fair view, in all material
respects, of the consolidated equity and consolidated financial position of PALMA PICTURES THE MEDITERRANEAN
PRODUCTION CENTER, S.L., and subsidiary at December 31, 2013, and the consolidated results of operations and
consolidated cash flow for the year then ended, in conformity with the applicable regulatory framework for financial
information in Spain, and specifically the accounting principles and criteria contained therein.
The accompanying 2013 consolidated management report contains such explanations as the directors of the Parent
Company consider appropriate concerning the situation of the Group, the evolution of its business and other matters;
however, it is not an integral part of the consolidated annual accounts. We have checked that the accounting
information included in the aforementioned consolidated management report agrees with the 2013 consolidated annual
accounts. Our work as auditors is limited to verifying the consolidated management report in accordance with the
scope mentioned in this paragraph, and does not include the review of information other than that obtained from the
accounting records of PALMA PICTURES THE MEDITERRANEAN PRODUCTION CENTER, S.L. and subsidiary.
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Assets	

Notes	 2013

2012

			

Liabilities	

Notes	

2013

2012

A) EQUITY		

3,474,714

3,096,877

			

A) NON-CURRENT ASSETS		

11,637,511

12,288,596

I.

5

2,529,334

2,748,126

A-1) Equity

9

3,388,763

3,005,559

1. Patents, licenses, trademarks and similar		

2,485,600

2,676,587

I. Share capital		

3,400,000

3,400,000

2. Software		

43,733

71,539

1. Issued capital		

3,400,000

3,400,000

6

9,075,846

9,456,200

II. Reserves		

(394,441)

59,383

1. Land and buildings		

8,319,319

8,572,186

383,204

(453,824)

2. Plant and other PP&E items		

756,527

884,014

85,951

91,318

7

11,133

14,446

			

1. Loans to third parties		

7,140

10,453

B) NON-CURRENT LIABILITIES		

2. Other financial assets		

3,993

3,993

21,198

69,824

Intangible assets

II. Property, plant and equipment

III. Long-term investments

III. Result for the year attributable to the Parent Company
A-2) Grants, donations and legacies

12.2
9

7,920,520

8,711,892

5,173,875

5,841,232

1. Bank borrowings		

3,313,410

3,877,350

			

2. Finance lease creditors		

-

3,610

B) CURRENT ASSETS		

3. Other financial liabilities		

1,860,465

1,960,272

2,746,646

2,870,660

IV. Deferred tax assets

11

2,044,136

1,772,874

988,596

1,000,215

7

674,940

534,804

2. Personnel		

-

-

11

313,656

465,411

7

13,803

13,641

1. Equity instruments		

10,490

2. Loans to companies		

I.

Trade and other receivables		
1. Clients for sales and services rendered

I.

Long-term borrowings

II. Deferred tax liabilities

10

11

			
2,286,413

2,252,701

673,132

614,875

1. Bank borrowings		

562,108

501,325

10,490

2. Finance lease creditors		

3,609

3,792

3,313

3,151

3. Other financial liabilities		

107,415

109,758

8

1,041,737

759,018

1,613,281

1,637,826

1. Cash		

591,737

759,018

1. Suppliers		

1,105,288

1,333,343

2. Cash equivalents		

450,000

-

2. Personnel (remuneration pending payment)		

7,779

34,646

TOTAL ASSETS (A+B)		

13,681,647

14,061,470

3. Other receivables from Public Administrations
II Short-term financial investments

III. Cash and cash equivalents
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C) CURRENT LIABILITIES		
I.

Short-term borrowings

II. Trade creditors and other accounts payable

10

10

3. Current tax liabilities

11

240,974

12,653

4. Other payables to Public Administrations

11

37,891

34,226

5. Prepayments from clients		

221,350

222,958

TOTAL EQUITY AND LIABILITIES (A+B+C)		

13,681,647

14,061,470
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	Notes
Consolidated income statement	

Notes	

2013

2012

			
1. Revenue

12.1

16,443,763

11,882,270

2. Supplies

12.3

(305,394)

(656,119)

65,171

61,954

(1,667,179)

(1,675,333)

5. Other operating expenses		

(13,032,467)

(9,316,951)

6. Amortisation and depreciation		

(643,151)

(664,014)

7. Impairment losses and result for the sale of assets		

(18,990)

(4,982)

8 Grants 		

7,668

7,668

9 Other results		

8,057

(31,563)

A) OPERATING RESULT (1+2+3+4+5+6+7+8+9)		

857,477

(397,070)

10. Finance income		

3,182

1,734

11. Finance expenses		

(213,386)

(256,913)

B) FINANCE RESULT (10+11+12)		

(210,204)

(255,179)

3. Other operating income		
4. Personnel expenses

12.4

C) RESULT BEFORE TAXES (A+B)

13. Income tax
D) RESULT FOR THE YEAR (C+13)

647,273

(652,249)

11

(264,069)

198,425

383,204

(453,824)

12.1

Result of the consolidated income statement	

Subscribed
capital
(Note 9)

Legal
reserve
(Note 9)

Other
reserve
(Note 9)

Grants
received
(Note 9)

2012

383,204

(453,824)

			
Income and expenses carried directly to equity			
For valuation of financial instruments		

-

-

Available-for sale financial assets		

-

-

Other income/expenses		

-

-

For cash flow hedges		

-

-

Conversion differences		

-

-

Grants, donations and legacies 		

-

-

For actuarial profit and loss and other adjustments		

-

-

Tax effect		

-

-

Total income and expenses carried directly to equity		

-

			
Transfers to consolidated profit and loss account			
For valuation of financial instruments		

-

-

Available-for-sale financial assets		

-

-

Other income/expenses		

-

-

For cash flow hedges		

-

-

(5,367)

(5,367)

-

-

(5,367)

(5,367)

Grants, donations and legacies

10.5

Tax effect		
Total transfers to consolidated income statement

		

TOTAL RECOGNISED INCOME AND EXPENSES

Consolidated
reserves
Loses from
Results for
for fully
previous
the year
integrated
years
companies

2013

377,837

Subscribed
capital
(Note 9)

TOTAL

Legal
reserve
(Note 9)

Consolidated
reserves
Loses from
Results for
for fully
previous
the year
integrated
years
companies

Other
reserve
(Note 9)

(459,191)

Grants
received
(Note 9)

TOTAL

2013								

2012								

BALANCE AT JANUARY 1, 2013

BALANCE AT JANUARY 1, 2012

3,400,000

101,908

257,199

(274,205)

(25,518)

(453,824)

91,318 3,096,877

3,400,000

101,908

257,199

(144,659)

(35,667)

(119,397)

Total recognised income and expenses

-

-

-

-

-

383,204

(5,367)

377,837

Total recognised income and expenses

-

-

-

-

-

(453,824)

Transactions with shareholders or owners

-

-

-

-

-

-

-

Other variations in net equity

-

-

-

(504,572)

50,748

453,824

-

-

Transactions with shareholders or owners

-

-

-

-

-

-

Other variations in net equity

-

-

-

(129,546)

10,149

96,685 3,556,069
(5,367)

(459,191)

-

-

-

119,397

-

-

								
BALANCE AT DECEMBER 31, 2013
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3,400,000

101,908

257,199

(778,777)

25,230

383,204

85,951 3,474,714

BALANCE AT DECEMBER 31, 2012

3,400,000

101,908

257,199 (274,205)

(25,518) (453,824)

91,318 3,096,877
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Proceeds and payments from financial liability instruments		

Issue

Bank borrowings (+)
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CASH FLOWS FROM FINANCING ACTIVITIES		
647,273
(652,249)

Adjustments to results		
853,602
402,682

Amortisation/Depreciation (+)		
643,150
664,014

Grants (-)		
(7,668)
(7,668)

Results for withdrawal and disposal of assets (+/-)		
7,916
4,982

Finance income (-)		
(3,182)
(1,734)

Finance expenses (+)		
213,386
(256,913)

Changes in current capital		
(238,096)
794,294

(Increase)/Decrease in Debtors and other accounts receivable		
11,457
(246,064)

(Increase)/Decrease in Other current assets		
(3,151)

(Increase)/Decrease in Creditors and other accounts payable		
(252,866)
1,057,162

Other non-current assets and liabilities (+/-)		
3,313
(13,653)

Other cash flows from operating activities		
(319,040)
239,297

Interest payments (-)		
(213,386)
256,913

Proceeds from interest (+)		
3,182
1,734

Collections (payments) for income tax (+/-)		
(108,836)
(19,350)

Cash flows from operating activities		
943,740
784,023

Payments for investments (-)		
(76,879)
(21,680)

Intangible assets		
(2,000)
(5,580)

Property, plant and equipment		
(74,879)
(16,100)

Proceeds from disinvestments (+)		
24,958
21,411

Property, plant and equipment		
24,958
21,411

Cash flows from investing activities		
(51,921)
(269)

(609,100)
(561,896)

-

-

Return and amortisation of		
(609,100)
(561,896)

Bank borrowings (-)		
(506,696)
(438,726)

Other borrowings (-)		
(102,404)
(123,170)

Cash flows from financing activities		
(609,100)
(561,896)

NET INCREASE/DECREASE OF CASH OR CASH EQUIVALENTS		
282,719
221,858

Cash and cash equivalents at January 1		
759,018
537,160

Cash and cash equivalents at December 31		
1,041,737
759,018

The figures shown in these consolidated annual accounts are presented in euros, rounded off to the nearest unit, unless otherwise indicated.

The consolidated annual accounts have been prepared in accordance with the Spanish GAAP approved by Royal Decree
1514/2007 of November 16, Royal Decree 1.159/2010, of September 17, and the remainder of the prevailing mercantile legislation.

2. BASIS OF PRESENTATION OF THE CONSOLIDATED ANNUAL ACCOUNTS

The Parent Company constituted the subsidiary Pathfinder Media, S.L. (Sole Shareholder Company) at the end of 2009, with the
same registered address and a 100% participation in its share capital. Said company began its activity as the Company’s production
company in 2010, and said activity will be to perform projects and assignments undertaken by the Parent Company and third parties.

The registered office of the Parent company is C/Siurells, Nº 4, 07141 Marratxí, Mallorca.

Subsidiary	
ASSOCIATE / JOINT
VENTURE

%Direct	
Share	
PARTICIPATION	capital (€)

3,400,000

In accordance with the sixth transitional Provision of Royal Decree 1159/2010, dated September 17, approving the Standards for
the Preparation of Consolidated Annual Accounts, the first consolidation differences have been established at January 1, 2010, as
this is the opening date of the first accounting period in which the consolidated annual accounts are formulated.

Reserves in Consolidated Companies and Consolidation Goodwill

The main accounting principles and valuation standards related to the consolidation process are as follows:

2.4. Accounting principles

At December 31, 2013, the Company’s consolidated balance sheet presents a working capital deficit of 242,277 euros.
Nonetheless, the Directors of the Parent Company consider that the cash flows generated by the business are sufficient to assume
the current liabilities. Moreover, if necessary, the Parent Company has the financial support of its shareholders. As a result, the
Directors of the Parent Company have prepared the consolidated annual accounts based on the going concern principle.

25,230

(419,671)

Reserves	
(€)

(200,274)

408,434

Result	
(€)

(172,037)

3,388,763

EQUITY

The key assumptions regarding the future, in addition to other relevant information regarding the uncertainty estimation at the
reporting date, which represent a considerable risk that the carrying amounts of assets and liabilities may require significant
adjustments in the following financial year, are as follows:

The Directors of the Parent Company have prepared the Company’s consolidated annual accounts using estimates to determine the
carrying amount of certain assets, liabilities, income and expenses and the breakdown of contingent liabilities. These estimates have been
made based on the best information available at year-end. Nonetheless, given the uncertainty inherent to them, future events may occur
which oblige their modification in the following years. Where necessary, said modifications would be undertaken prospectively.

2.4 . Critical issues concerning the assessment of uncertainty

Parent Company

2.3. Going concern principle

Parent Company

Pathfinder Media, S.L.U.
Subsidiary
100%
3,006
						

Palma Pictures T.M.P.C., S.L.

				

PARTICIPATED COMPANY

The detail of the companies integrating the economic group Palma Pictures T.M.P.C., S.L. and subsidiaries is as follows:

The subsidiary included in the consolidation perimeter has been fully integrated. Subsidiaries are those companies in which the
direct or indirect participation exceeds 50% or the Parent Company has some degree of control. Following homogenisation, all the
assets, liabilities, income and expenses have been aggregated.

Consolidation principles

In the case that items arising from internal transactions do not agree or are still pending recognition, the corresponding
adjustments have been made so that the appropriate eliminations can be performed.

Moreover, intercompany credits, debits, income and expenses have also been eliminated from the consolidated annual accounts.

The effects arising from internal transactions, which are understood to be those transactions occurring between two Group
companies, are eliminated so that the consolidated annual accounts only include transactions undertaken with third parties.

Intercompany transactions

Assets and liabilities items, together with the income and expenses included in consolidation, have been measured using uniform
methods and in accordance with the valuation standards established in the prevailing mercantile legislation.

Valuation homogenisation

The accounting period for the companies included in the consolidation perimeter coincides with the natural year.

Temporary homogenisation

Minority interest does not exist.

Minority interest

In accordance with mercantile legislation, for comparative purposes, the 2013 consolidated balance sheet, consolidated profit and
loss account, consolidated statement of changes in equity and consolidated cash flow statement, include, in addition to the 2013,
those of 2012. The Notes to the Consolidated Accounts also include quantitative information from 2012, except in those cases
where an accounting standard specifically states that it is unnecessary.

2.2. Comparison of Information

These consolidated annual accounts are voluntary and have been prepared by the Directors of the Parent Company and will be
submitted for approval by the Shareholders in their General Meeting. It is expected that they will be approved without modification.

The accompanying consolidated annual accounts have been prepared from the accounting records of PALMA PICTURES THE
MEDITERRANEAN PRODUCTION CENTER, S.L. and its subsidiary, in accordance with the prevailing mercantile legislation, the
standards established in the Spanish Chart of Accounts, approved by Royal Decree 1514/2007 of November 16 and the Standards
for the Formulation of Consolidated Annual Accounts approved by Royal Decree 1159/2010, with the purpose of giving a true and
fair view of the Company’s consolidated equity, consolidated financial position and consolidated results. The consolidated cash flow
statement has been prepared to reliably present the origin and use of the Group’s monetary assets such as cash and cash equivalents.

2.1. True and fair view

CASH FLOWS FROM INVESTING ACTIVITIES		
Result for the year before tax		

According to the Register of Companies, the Parent Company’s business activities are, among others, providing film and video
production services and the management, organisation and human and material resources for the filming of said films and videos.

CASH FLOWS OF OPERATING ACTIVITIES			
The first consolidation difference arising from the elimination of investment-equity, has been considered as a lesser reserve of the
Parent Company.

2012

The Parent Company PALMA PICTURES HOLDING, S.L. which was formed in Spain for an indefinite period on November 29,
2005, changed its name in 2007 to PALMA PICTURES THE MEDITERRANEAN PRODUCTION CENTER, S.L.U. (hereinafter the
Parent Company), which is the name of its subsidiary acquired by merger, effective as of January 1, 2007. The 2007 individual
annual accounts contain all the legally required information regarding said merger.

2013

1. THE GROUP’S NATURE, ACTIVITIES AND CONSOLIDATION PERIMETER

		

63

64
65

408,434

2012

(481.283)

2013

4.8.1. Recognition and measurement
Debits and accounts payable

This heading includes cash, current accounts, short-term deposits and temporary purchases of assets which fulfil all the following requirements:

4.8.2. Derecognition of financial liabilities
The Group derecognises a financial liability when the obligation under the liability is extinguished.
The difference between the carrying amount of the derecognised financial liability and the consideration paid, including any
attributable transaction costs, which also includes any new asset transferred other than cash or liability assumed, is recognised in
the consolidated income statement in the year to which it relates.
4.9. Provisions for risks and expenses

4.7.1. Recognition and measurement
Loans and receivables
The Group recognises in this category trade and non-trade receivables, which include financial assets with fixed or determinable
payments not quoted on active markets and for which the Group expects to recover the full initial investment, except, where
applicable, in cases of credit deterioration.
Upon initial recognition in the consolidated balance sheet, they are recognised at fair value, which, unless there is evidence to
the contrary, is the transaction price, which is equivalent to the fair value of the consideration paid plus directly attributable
transaction costs.

Income tax expense for the year is calculated as the sum of current tax resulting from applying the corresponding tax rate to taxable
profit for the year, less any applicable rebates and tax credits, taking into account changes during the year in recognised deferred tax
assets and liabilities. The corresponding tax expense is recognised in the consolidated income statement, except when it relates to
transactions recognised directly in equity, in which case the corresponding tax expense is likewise recognised in equity.

Held-to-maturity investments
Held-to-maturity investments include debt instruments with fixed maturities and fixed or determinable payments traded on active
markets which the Group has the positive intention and the financial ability to hold to maturity.
Upon initial recognition in the consolidated balance sheet, they are recognised at fair value, which, unless there is evidence to
the contrary, is the transaction price, which is equivalent to the fair value of the consideration paid plus directly attributable
transaction costs.

The difference between the consideration received, net of attributable transaction costs, determines the gain or loss generated
upon derecognition, and is included in the income statement in the year to which it relates.

The Group derecognises a financial asset, or part of a financial asset, when the contractual rights to related cash flows have
expired or when the assets are transferred, provided that related risks and rewards are substantially transferred.

4.7.2. Derecognition of financial assets

Following initial recognition, these financial assets are measured at amortised cost.

Deferred tax liabilities are recognised for all temporary differences, except where disallowed by prevailing tax legislation.
The Group recognises deferred tax assets for all deductible temporary differences, unused tax credits and unused tax loss carry
forwards, to the extent that it is probable that future taxable profit will be available against which these assets may be utilised,
except where disallowed by prevailing tax legislation.

The tax effect of temporary differences is included in “Deferred tax assets” or “Deferred tax liabilities” on the consolidated balance
sheet, as applicable.

Deferred income tax is recognised for the temporary differences at the consolidated balance sheet date between the tax bases of
assets and liabilities and their carrying amounts. The tax base of an asset or liability is the amount attributed to it for tax purposes.

4.10. Income tax

Nonetheless, those credits arising from trade operations which mature in less than a year and do not have a contracted
interest rate, as well as advance payments and credits to personnel, the dividends receivable and called-up payments on equity
instruments which are expected to be received in the short-term, are valued at face value in both the initial and subsequent
valuations, when the effect of not updating the cash flows is not significant.

Following initial recognition, these financial assets are measured at amortised cost.

Liabilities with undetermined amounts and cancellation dates are recognised in the consolidated balance sheet as provisions when
the Group has a present obligation (derived from a contract through its explicit or implicit terms, legislation or other operation of
law), as a result of past events and it is probable that a quantifiable outflow of resources will be required to settle the obligation.
Provisions are measured at the present value of the best estimate of the amount that an entity would rationally pay to settle
the obligation or to transfer it to a third party, recognising provision discount adjustments as a finance cost as they accrue. No
discounts are made on those provisions falling due within twelve months that do not have a significant financial effect. Provisions
are reviewed at each consolidated balance sheet date and are adjusted to reflect the current best estimate of the liability
corresponding to each moment.

4.7. Financial assets

Following initial recognition, financial liabilities are measured at amortised cost. Accrued interest is recognised in the consolidated
income statement, using the effective interest rate method. Nevertheless, trade payables which mature within less than one year
with no contractual interest rate, as well as called-up payments on shares, the amount of which is expected in the short term, in
both the initial and subsequent valuations, are carried at the nominal value when the effect of not discounting cash flows is not
significant.
In terms of the consolidated cash flow statement, occasional bank overdrafts used as part of the Group’s cash management
strategy are recognised as a decrease in cash and cash equivalents.

This category includes financial liabilities generated by the purchase of goods and services arising from trade transactions, and
non-trade payables that are defined as those financial liabilities which are not derivative instruments and therefore, are not of a
trade nature.

4.8. Financial liabilities

The carrying amount of financial assets is adjusted against the consolidated income statement when there is objective evidence of
actual impairment.

4.7.3. Impairment of financial assets

Operating lease payments are recognised as expenses in the consolidated income statement when accrued.

Assets acquired through finance lease are recognised in accordance with their nature, for the lower of the asset’s fair value
and the actual value at the beginning of the lease of the agreed minimum payments, including the purchase option and a
financial liability is recorded for the same amount. The calculation of the minimum agreed payments does not include contingent
instalments, the cost of the services and taxes recoverable by the lessor. Lease payments are apportioned between finance
charges and reduction of the lease liability. The total financial charge of the contract is carried to consolidated results for the year
in which it is accrued, applying the effective interest rate method. These assets are depreciated, impaired, and derecognised using
the same criteria applied to assets of a similar nature.

Company as lessee

Leases are considered to be financial leases when, based on the economic terms of the arrangement, all risks and rewards
incidental to ownership of the leased item are substantially transferred to the Group. All other lease arrangements are classified
as operating leases.

4.4. Leases

Impairment loss and its reversion are recognised in the consolidated income statement. Impairment loss is reversed only if the
circumstances giving rise to it have ceased to exist, except those relating to goodwill. The reversal is limited to the carrying
amount that would have been determined had no impairment loss been recognised for the asset.

The recoverable amount is the higher of fair value less cost to sell and value in use. When the carrying amount is higher than the
recoverable amount, the asset is considered to be impaired. Value in use, is the present value of the expected future cash flows
using risk free market rates, adjusted by the risks specific to the asset.

The Group assesses at each year end whether there is an indication that a non-current asset or, where applicable, a cashgenerating unit may be impaired. If any indication exists, and in any case for intangible assets with indefinite useful lives, the
Group estimates the asset’s recoverable amount.

4.3. Impairment of non-financial assets

4.6. Cash and cash equivalents

• They are readily convertible to cash.
• They mature within less than three months from the acquisition date.
• The risk of change in value is insignificant.
• They are part of the Group’s standard cash management strategy.

3
12.5
5.5
5-7
12.5
12.5
5.5

% Annual depreciation

At each financial year end the Group reviews and adjusts, where necessary, the residual values, useful lives and depreciation
methods and if appropriate adjusts them on a prospective basis.

Buildings and constructions
Machinery
Other installations
Furniture and fittings
Data processing equipment
Vehicles
Other assets

Assets

The Group depreciates property, plant and equipment on the straight-line method, distributing the cost between the estimated
years of useful life.

Inventories are valued at acquisition cost, production cost or fair value. In general, for those goods whose acquisition or
production cost is not individually identifiable, the weighted average cost will be used. Irreversible losses are withdrawn from
inventories.

4.5. Inventories

- The software applications, which are acquired from third parties, are amortised on the straight-line method over the five-year
period in which they are expected to be in use. Software maintenance costs are carried to expenses when incurred.

- The Brand corresponds to the difference generated in the 2007 merger between the acquisition cost of the absorbed company
and its notional book value, less the capital gains relating to property, plant & equipment and increased by the amount of the
deferred taxes arising from the merger operation all based on an appraisal performed by an independent expert. The brand is
amortised on the straight-line method over a twenty-year period starting from the merger date, January 1, 2007, as this is the
period in which the Directors consider that it will generate profits for the Parent Company (See Note 5).

The amortisation of intangible assets is performed according to the following criteria:

Intangible assets have a finite useful life and are systematically amortised during their estimated useful life and their
recoverability is analysed in the case of events or changes which indicate that the carrying value may not be recoverable. The
amortisation methods and periods applied are reviewed at year-end and, where applicable, adjusted on a prospective basis.

Acquisition or production cost includes finance expenses related to specific or generic financing accrued before those assets which
require more than a year to be ready for use have been put into use.

Intangible assets are stated at acquisition or production cost, as applicable, less any accumulated amortisation and any possible
losses due to impairment. An intangible asset is only recognised as such if it is probable that it will generate future profit for the
Group and if its cost can be reliably valued.

4.1. Intangible assets

The main recognition and measurement accounting policies applied in the preparation of these consolidated annual accounts are
the following.

4. VALUATION CRITERIA

To accumulated losses from previous years
		

Distribution

Consolidated profit and loss account balance
408,434
(481.283)
				

The appropriation of results of the Parent Company results proposed by the Directors, pending approval by the Shareholders in
their General Meeting, is as follows:
		
Basis of distribution
2012
2013		

3. DISTRIBUTION OF RESULTS

Deferred tax assets are recognised for all taxable temporary differences, carry-forward of unused tax credits and unused tax
losses, to the extent that it is probable that the companies will have taxable profit available which will allow the application of
these assets. The Directors of the Parent Company make significant estimates to determine the amount of deferred tax assets
that can be recognised, taking into account the amounts and dates on which the future taxable profit will be obtained and the
reversion period of the taxable temporary difference.

Acquisition or production cost includes finance expenses related to financing accrued before those assets which require more than
a year to be ready for use have been put into use.

Property, plant and equipment are stated at acquisition or production cost, less accumulated depreciation and possible losses
due to impairment in value. Costs incurred to renovate, expand or improve property, plant and equipment are attributed to the
asset as greater value to the extent that they imply an increase in capacity, productivity or length of useful life and as long as
it is possible to reasonably know or estimate the carrying value of the assets, which, due to having been substituted, must be
withdrawn from the inventory.

The valuation of non-current assets, different from financial assets, requires estimates to be made in order to determine their
fair value, to assess possible impairment, especially for goodwill and intangible assets with an indefinite useful life. In order to
determine the fair value, the Directors of the Parent Company estimate future cash flows expected from the assets or cashgenerating units in which they are included and use an appropriate discount rate to calculate the present value of these cash
flows. Future cash flows depend on the budgets for the following five years being met and the discount rates depend on the
interest rate and the risk premium related to each cash-generating unit.
Deferred tax assets

4.2. Property, plant and equipment

Impairment of non-current assets
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Balance at	Additions and		
Balance at
January 1
provisions	Transfers	December 31

2,748,126

2,529,334

2,748,126

Balance at	Additions	Disposals	Transfers
Balance at
January 1
and provisions			December 31

Cost					
Land
3,462,307
3,462,307
Buildings
7,485,303
1,474
7,486,777
Technical plant and machinery
2,156,228
44,456
2,200,684
Other PP&E items
945,581
258
945,839
Vehicles
714,955
19,142
(74,574)
659,523
Data processing equipment
217,823
5,430
223,253
Other tangibles
267,609
4,119
271,728
15,249,806
74,879
(74,574)
15,250,111
Accumulated depreciation					
Land
2,375,424
254,341
2,629,765
Technical plant and machinery
1,930,192
53,690
1,983,882
Other PP&E items
549,031
63,405
612,436
Vehicles
615,216
27,659
(41,699)
601,176
Data processing equipment
163,091
13,830
176,921
Other tangibles
160,652
9,433
170,085
5,793,606
422,358
(41,699)
6,174,265
Carrying value
9,456,200
9,075,846
					
2013					
Cost					
Land
3,463,176
(869)
3,462,307
Buildings
7,485,303
7,485,303
Technical plant and machinery
2,204,765
7,543
(56,080)
2,156,228
Other PP&E items
944,093
3,385
(1,897)
945,581
Vehicles
768,684
(53,729)
714,955
Data processing equipment
213,362
3,592
869
217,823
Other tangibles
266,029
1,580
267,609
15,345,412
16,100
(111,706)
15,249,806
Accumulated depreciation					
Land
2,121,108
254,316
2,375,424
Technical plant and machinery
1,910,594
68,377
(48,779)
1,930,192
Other PP&E items
486,141
63,175
(285)
549,031
Vehicles
569,524
45,959
(36,249)
35,982
615,216
Data processing equipment
147,595
15,496
163,091
Other tangibles
155,245
5,407
160,652
5,390,207
452,730
(85,313)
35,982
5,793,606
Carrying value
9,955,205
9,456,200

2013

The breakdown and movement of the accounts under this heading are as follows:

6. PROPERTY, PLANT AND EQUIPMENT

Fully amortised items amount to 79,984 euros (49,203 euros at December 31, 2012).

Grants received to finance specific expenses are released to the consolidated income statement in the year in which the financed
expenses are incurred.

Banca March

13.11.2009

13.12.2014

327

3,793
18,586
3,793
(9,599)		
8,988		

18,586

18,586		
(7,275)		
11,311

7,402
7,402

Total

10,490

10,490

689,386

552,402

562,895

699,876

2012

TOTAL	

2013

534,804
13,642
548,446

2012

674,940
13,803
688,743

2013

Credits, derivatives and others	

14,446
14,446

2012

11,133
11,133

2013

Equity instruments	

Non-current financial assets					
Investments in Group companies
11,133
14,446
11,133
14,446
Current financial assets					
Trade and other receivables
674,940 534,804
Short-term financial investments
10,490
10,490
3,313
3,152
10,490
10,490
678,253
537,956

Euros	

The breakdown of this caption at December 31 is as follows:

7. FINANCIAL ASSETS	

In previous years the Parent Company received two grants, as is mentioned in Note 9.5 of the accompanying consolidated annual
accounts.

The Parent Company has contracted insurance policies which cover the carrying value of the property, plant & equipment.

The Parent Company’s plots and properties are mortgaged with the guarantee of two similar loans which are detailed in Note
10. Machinery and tools are mortgaged together with the brand pledge for a total of 2.2 million euros, in guarantee of the loan
mentioned in Note 10.2.

At December 31, 2013, totally depreciated items amount to 2,299,817 euros (2,233,999 euros at December 31, 2012).

			Accumulated depreciation
			
Carrying value

Ford Transit Banca March 13.11.2009 13.12.2014
18,586
327
			
Total cost

Item
Contract	Starting	Termination	Acquisition	Monthly
Capital
		
date
date
price
instalments
pending at
						31.12.13

2013

			Total cost
	Accumulated depreciation		
			
Carrying value

Ford Transit

Item
Contract	Starting	Termination	Acquisition	Monthly
Capital
		
date
date
price
instalments
pending at
						31.12.13

2013

At December 31, 2013, the land and building balances include capital gains amounting to 2,075,813 and 4.066.622 euros,
respectively (2,075,813 and 4,221,051 euros in 2012), resulting from the merger of the Parent Company mentioned in Note 1,
and based on two independent appraisals carried out in 2006. Said capital gains are not tax deductible. For this reason, the
corresponding amortisation charge has been increased in the taxable basis for each year.
The breakdown of the lease contracts included under the “Vehicles” caption is as follows:

		

The cost and accumulated amortisation of the brand at January 1, 2008 include a total of 772,753 euros and 38,638 euros,
respectively, relating to deferred taxes which, in accordance to the new Spanish accounting principles, must be recognised on the
transition date. Said deferred taxes are related to the capital gain which, following the merger mentioned in Note 1 was assigned
to “Land” in 2007. In accordance with the valuations performed, said deferred tax has been recorded as a greater value of the
brand, as the land was recorded at its fair value. The brand has been pledged in guarantee of the loan mentioned in Note 10.2 of
the Notes to the present consolidated accounts.

2,917,849

The balance included under the subheading “Brand” relates to the difference between the notional book value of the acquired
company decreased by the capital gains on property, plant & equipment and increased by the amount of deferred taxes deriving
from the Parent Company’s merger transaction mentioned in Note 1. Said amount, which is not tax deductible, is amortised on
the straight-line method over a twenty-year period starting on January 1, 2007, which is the merger date, as the Directors of the
Parent Company consider that this is the period in which it will generate profits.

Carrying value	

				
2013				
Cost 				
Software
148,499
5,580
154,079
Brands
3,818,916
3,818,916
3,967,415
5,580
3,972,995
Accumulated amortisation 				
Software
98,225
20,297
(35,982)
82,540
Brands
951,342
190,987
1,142,329
1,049,567
211,284
(35,982)
1,224,869

Carrying value	

				
Cost 				
Software
154,079
2,000
156,079
Brands
3,818,916
3,818,916
3,972,995
2,000
3,974,995
Accumulated amortisation 				
Software
82,540
29,805
112,345
Brands
1,142,329
190,987
1,333,316
1,224,869
220,792
1,445,661

2013

The breakdown and movement of intangible fixed assets during 2013 and 2012 are as follows:

5. INTANGIBLE FIXED ASSETS

Although, the Company has not completed their analysis of the potential effect of applying this standard on the 2014 consolidated
annual accounts, from the analysis performed to date, the potential effects, if any, would not be material

At the formulation date of these consolidated annual accounts, the Spanish Accounting and Audit Institute (ICAC) has published
a Resolution dated September 18, 2013, establishing the recognition and valuation standards and information to be included in
the Notes to the consolidated annual accounts regarding the impairment of assets. This standard introduces several modifications
regarding the impairment estimate and will be in force from the year beginning January 1, 2014 onwards.

4.18. Legislation applicable in future years

Assets and liabilities are classified in the consolidated balance sheet as current and non-current. Accordingly, assets and liabilities
are classified as current when they are associated with the Group’s normal operating cycle and it is expected that they will be
sold, consumed, realised or settled within the normal course of that cycle; if they differ from the aforementioned assets, and are
expected to mature, to be sold or settled within one year; if they are held for trading or are cash and cash equivalents the use of
which is not restricted for more than one year. The normal operating cycle for all activities is less than one year.

4.17. Classification of current and non-current assets and liabilities

Grants received to acquire property, plant and equipment are released to income in proportion to the depreciation charged for the
related assets.

Grants are recognised as non-repayable when the requirements established for receiving them are met and are recognised directly
in equity, net of the corresponding tax effect.

4.16. Grants

In accordance with prevailing labour legislation, the Group is obliged to pay indemnities to those employees who terminate their
contracts under certain conditions. Indemnities for dismissal subject to reasonable quantification are recognised as an expense for
the year in which a valid expectation exists, created by the Group before the affected third-parties.

4.15. Indemnities for dismissal

Transactions with related parties are recorded in accordance with the abovementioned valuation criteria.
Since the cost of transactions with related parties are adequately borne, the Companies’ Directors consider that there is no risk of
significant tax liabilities arising.

4.14. Transactions with related parties

Costs incurred in the acquisition of systems, equipment and installations whose aim is the elimination, limitation or control of the
possible impact of the normal development of the Group’s activity on the environment, are considered to be investments. Other
expenses related to the environment which are not related to the acquisition of assets are considered to be expenses for the year.

4.13. Environmental assets and liabilities

Transactions in foreign currency are initially translated at the spot rate prevailing at the date of the transaction.
Monetary assets and liabilities denominated in foreign currency are translated at the spot rate prevailing at the consolidated
balance sheet date. All exchange gains or losses arising from translation as well as those resulting on settlement of balance sheet
items are recognised in the consolidated income statement of the year in which they occur.

4.12. Transactions in foreign currency

In general, income and expenses are recognised applying the accruals principle, that is, when the goods or services they represent
take place, regardless of when actual payment or collection occurs.

Other income and expenses

Income is recognised when it is probable that the profit or economic benefits from the transaction will flow to the entity and
the amount of income and costs incurred or to be incurred can be reliably measured. Revenue is measured at the fair value of
the consideration received or receivable, less any discounts, rebates, and other similar items given by the Group, and any interest
included in the nominal amount of loans. Applicable indirect taxes on transactions which are reimbursed by third parties are not
included.

Income for sales or services rendered

In accordance with the accruals principle, income and expenses are recognised when they are incurred, regardless of when actual
payment or collection occurs.

4.11. Income and expenses

Deferred tax assets and liabilities are measured at the tax rate expected to apply to the period in which they reverse, as required
by enacted tax laws and in the manner in which it reasonably expects to recover or settle the deferred tax asset or liability.
Deferred tax assets and liabilities are not discounted and are classified as non-current assets or non-current liabilities irrespective
of the date of their expected realisation or settlement.

At each financial year end, the Group assesses the deferred tax assets recognised and those that have not yet been recognised.
Based on this analysis, the Group derecognises the asset recognised previously if it is no longer probable that it will be recovered,
or it recognises any deferred tax asset that had not been recognised previously, provided that it is probable that future taxable
profit will be available against which these assets may be utilised.
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534,804

		
Clients for sales and services rendered
674,940
674,940

Total

2013

2012

759,018

1,041,737

Total

3,313,410
3,313,410

3,880,960
3,880,960

1,860,465
1,860,465

1,960,272
1,960,272

5,173,876
5,173,876

3,879,127

4,386,077

505,117
505,117

3,302,039

107,158
1,334,416
1,441,574

Balance at 31.12.13 Balance at 31.12.12

2,700,000
2,750,000
350,000
350,000
120,000
-

3,313,410

1,422,642
1,470,137
262,563
120,068
38,000
-

Balance
at 31.12.13

Total bank borrowings

3,879,126

				
Short-term mortgage loans
383,377
Short-term loans
178,730
Creditors for financial leases
3,609
Total short-term debt
565,716

Total long-term debt	

Mortgage loan Sa Nostra
Mortgage loan B. March
Sa Nostra loan
B. March loan -ICO Liquidity
Sabadell loan - ICO Investment
Creditors for financial leases

	Initial amount
		

The breakdown of bank borrowings is as follows:

10.1. Bank borrowings

3,660,977

109,758
1,590,947
1,700,705

7,181,167 8,047,054

672,875
614,875
1,334,416 1,590,947
2,007,291 2,205,822

5,841,232
5,841,232

13.12.2006
13.12.2006
18.07.2011
11.03.2011
22.07.2011

4,386,077

373,186		
128,139		
3,792		
505,117

3,880,960

1,614,196
1,663,679
328,634
208,840
62,000
3,610

31.12.2021
01.12.2022
02.08.2018
25.03.2016
25.07.2016

Balance Formalisation	Maturity
at 31.12.12
date

3,313,410
3,877,350
3,610
1,860,465
1,960,272
5,173,875
5,841,232
Current liabilities		
Bank borrowings
562,108
501,325
Finance lease creditors
3,609
3,792
Other financial liabilities
107,158
109,758
Suppliers
1,105,288
1,333,343
Debts with personnel
7,779
34,646
Prepayments from clients
221,350
222,958
2,007,292
2,205,822

Bank borrowings
Finance lease creditors
Other finance liabilities

Non-current liabilities:		

Euros	

The breakdown of the financial liabilities balances at December 31 is as follows:

TOTAL	

Debits and accounts payable
565,717
Trade creditors and other account payables
565,717

Current financial liabilities						

Debits and accounts payable

(394,440)
Balance at 31.12.2013

(119,397)

59,384

85,951

-

(5,367)

The interest rate of loans is referenced to the Euribor rate.

565,716

Total

2015

570,989

570,989
-

2016

510,160

510,160
-

471,624

471,624
-

467,845

1,292,792

1,292,792
-

2015

2016

2017

2018	Remainder	Total long-terM		

Moreover, the Company has a commitment with the lender not to dispose of any significant asset, if it is not in the normal course
of business. Neither can the Company grant any guarantee, acquire commitments, distribute dividends or grant any loans to
shareholders without the previous consent of the lender.

The loan is guaranteed by the pledge of the brand (Note 5) and the Property, Plant and Equipment items, machinery and tools
(Note 6), for a global balance of 2.2 million euros.

Loan
107,158
108,333
115,164
122,425
130,144
1,384,399
1,860,465
							
							
The short-term balance is included under the “Other financial liabilities” heading on the liabilities side of the accompanying
consolidated balance sheet.

	Short-term

The breakdown of the maturity of other finance debts is as follows:

This loan has a duration of 15 years, is amortised by constant instalments as of January 31, 2012 and therefore has a grace period
of 6 months. Until October 2013, the nominal annual interest rate has been 5%. After said date the rate rose to 6.13%.

The balance of this heading relates to the loan granted on July 1, 2011, by a former Director to a third party for an amount of
2,164,199 euros.

10.2. Other finance debt

- The Group manages the risk of a temporary cash shortage through the supervision of its cash budget, which takes into account
the maturity of financial investments, assets, liabilities and the operations’ cash flow projections.

- The Group is basically financed by loans with a variable interest rate. The Group does not use derivative financial instruments
since it considers that the effect and fluctuations arising from other currencies different from the euro are not significant.

- As a result of the development of its activity and operations, the Group is exposed to financial risks, mainly arising from interest
rates, since the risk from exchange rates is minimum. To be specific, the Group is exposed to an interest rate risk arising from
financing in euros, basically at a variable interest rate.

3,313,410

3,313,410
-

2018	Remainder	Total long-term

467,845
-

The information regarding the nature and extent of risks arising from financial instruments is as follows:

562,107
3,609

Bank loans
Debts for finance leases

2017

In 2010 and 2011, grants were obtained amounting to 12,176 euros and 15,602 euros, respectively, for the acquisition of property,
plant and equipment. Both are carried to income by the straight-line method over 10 years, as this is the depreciation period of
the elements acquired with the grant. At December 31, 2013, the amount recognised under “Grants” on the consolidated balance
sheet is of 4,901 and 7,646 euros, respectively.

In previous years the Parent Company received a non-refundable grant for an initial amount of 163,000 euros which is released
to results at 3% on a yearly basis as it was intended for the acquisition of Property, Plant and Equipment items. At December 31,
2013, the amount recognised under “Grants” on the consolidated balance sheet is of 73,404 euros.

				

96,685

91,318

(5,367)

Total

-

76,827
5,753
8,738

91,318

73,404
4,901
7,646

2012				
Cost:				
Grants for purchase of assets
80,250
(3,423)
Grants for purchase of assets 2010
6,605
(852)
Grants for purchase of assets 2011
9,830
(1,092)

Total

2013				
Cost:				
Grants for purchase of assets
76,827
(3,423)
Grants for purchase of assets 2010
5,753
(852)
Grants for purchase of assets 2011
8,738
(1,092)

	Short-term
Total
2013
2012

178,781

The breakdown of the maturity of bank borrowings is as follows:

Bank borrowings	
Derivatives and others	
2013
2012
2013
2012
Long-term financial liabilities					

Result at 31.12.2012

(453,824)

Balance at 31.12.2013

Balance	Additions	Transfers
Balance 		
at January 1
to Profit		
at December 31
		
and Loss

(Euros)

The breakdown is as follows:

9.5. Grants

Total

Euros	

FINANCIAL LIABILITIES

Balance at 31.12.2012

59,384

Result at 31.12.2012

			
Palma Pictures T.P.M.C., S.L.
214,448
(129,546)
84,902
Pathfinder Media, S.L. (Sole Shareholder Company)
(35,667)
10,149
(25,518)

2012

Total

Balance at 31.12.2012

			
Palma Pictures T.P.M.C., S.L.
84,902
(504,572)
(419,670)
Pathfinder Media, S.L. (Sole Shareholder Company)
(25,518)
50,748
25,230

2013

The breakdown of financial liabilities at December 31 is as follows:

10.

As per Spanish mercantile legislation, the Company is required to transfer 10% of the profits for the year to a legal reserve until
said reserve reaches an amount equal to at least 20% of the share capital. This reserve is non-distributable and may only be used
to offset losses should no other reserves be available.

9.2. Legal reserve

The only shareholder which is not an individual and holds more than 10% of the Parent Company’s share capital is Zallaz, S.A.,
with a 47.24% participation, which is the same as in 2012.

The share capital of the Parent Company at December 31, 2013 consists of 3,400,000 registered shares with a par value of 1 euro
each, fully subscribed and paid up. All the shares have the same political and economic rights. The Parent Company is not listed.

9.1. Subscribed capital

9. EQUITY

Cash and cash equivalents are unrestricted.

In 2013, other cash equivalents relate to bank deposits which are available at all times without any loss in value and which are
used as part of the Group’s cash management transactions.

Current accounts and other cash equivalents bear the market interest rates for this type of accounts and assets.

17,168
741,850
-

		
Cash
12,447
Current accounts
579,290
Other cash equivalents
450,000

2012

2013

Euros

The breakdown and movement of this caption at December 31 are the following:

8. CASH AND CASH EQUIVALENTS

		
Opening balance
35,237
35,237
Net charges
Write-offs
(35,237)
Closing balance
35,237

Euros

The “Clients for sale and services rendered” balance is presented net of impairment adjustments. Movement for said adjustments
has been as follows:

Value adjustments

9.4. Consolidation reserves

534,804

2013

Euros

The breakdown of results contributed at December 31 and the movement of consolidation reserves at the same date are as follows:

The amount recorded in this caption is freely distributable, subsequent to the offset of losses.

The breakdown at December 31 is as follows:
2012

9.3. Other reserves

7.1. Trade and other receivables

70
71

2013
%

2012
Amount	

%

21,198
313,656
641,274
(222,710)
(104,908)
334,854
2,746,646
240,974
37,891
21,170
16,721
3,025,510

31.12.13

69,824
465,411
606,425
(230,919)
89,905
535,235
2,870,660
12,653
34,226
25,239
8,987
2,917,539

31.12.12		

264,069

Balance at 31.12.13

-

(198,425)		 (198,425)

Balance at 31.12.12

264,069

(980)

12,657
(141,257)
(68,844)

		
Current tax
337,156
12,653
Withholdings
(96,011)
(199)
Prepayments
(172)
Total Income Tax payable (receivable)
240,974
12,454

(Euros)

The payable or receivable Income Tax calculation is as follows:

Total

						
Total Income Tax liability
337,156		 337,156
12,657		
Temporary differences
(142,912)		 (142,912)
(141,257)		
Credits for tax losses
68,844		
68,844
(68,844)		
Expenses charged to equity
-		
-			
Other concepts
-		
-			
Non-deductible expenses
-		
-			
Grants
-		
-			
Quota deductions
980		
980
(980)		
		

Euros	
Consolidated
Equity
Total
Consolidated Equity Total 2012
	income		2013	income	
	statement			statement

The breakdown of the aggregate Corporate Income Tax expense/(income) is as follows:

				
Consolidated income and expenses
647,273		 647,273
(652,249)		 (652,249)
for the year before tax						
Notional tax charge (tax rate 30%)
194,182
194,182
(195,675)		 (195,675)
Difference arising from tax rate
-		
(3,170)		
(3,170)
						
Non-deductible expenses
9,560		
9,560
6,464		
6,464
Other concepts
-		
-		
Non-capitalised tax losses of the subsidiary
60,091		
60,091
-		
Quota deductions
245		
245
(980)		
(980)
Pathfinder negative equity and portfolio provision
52,513		
52,513
(6,085)		
(6,085)
Offset of tax losses
-		
(5,965)		
(5,965)
Consolidation adjustments
(52,513)
(52,513)
6,987		
6,987
Effective tax expense/(income)
264,069
- 264,069
(198,425)
(198,425)

2013			
2012
Euros	
Consolidated
Equity
Total
Consolidated Equity Total 2012
	income		2013	income	
	statement			statement

The reconciliation between the expense/(income) for the aggregate Corporate Income Tax and the result of multiplying the
applicable tax rates to the total recognised income and expenses is as follows:

In 2013 and 2012, this balance relates to the reversal and new accelerated depreciation of property, plant & equipment in the
Parent company for tax purposes.

Amortisation/Depreciation

The companies file taxes individually for all the taxes which apply to them.

The Directors of the Parent Company consider that, in the case of an inspection, no significant tax contingencies could arise from
possible differing interpretations of the tax regulations applicable to the transactions undertaken by the Group.

Under prevailing Spanish tax law, tax returns may not be considered final until they have either been inspected by tax authorities
or until the inspection period has expired. The Group companies are open to inspection for VAT, Social Security and Personal
Income Tax for the years 2010, 2011, 2012 and 2013 and Corporate Income Tax for the years 2009, 2010, 2011 and 2012.

Deferred tax liabilities
Current tax liabilities
Other payables to Public Administrations
Social Security
Others

Deferred tax assets
Other receivables from Public Administrations
Value Added Tax
Personal Income Tax
Others

Euros	

The breakdown of accounts relating to tax assets and liabilities at December 31 is as follows:

11. TAX

Law 15/2010, which came into force on July 7, 2010, defines the maximum payment period as 60 days, according to transitional
legislation: 85 days as of the date the Law comes into force until 31/12/2011, 75 days in 2012 and 60 days as of 1/1/2013.

At December 31, 2013, the balances pending payment exceeding the legal payment deadline amounted to 416,836 euros (in 2012
157,553 euros).

The 2013 figures included in the table above do not include prepayments, instant payments (such as cash, credit card or direct
debits) or overseas payments.

				
Within the legal limit
6,475,805
91
9.579.302
98
Remainder
610,942
9
157.553
2
Total payments in the year
7,086,747
100
9.736.855
100
Weighted average days past due
27.24		
33.45
				
Deferments which exceed the legal limit at year-end
416,836		
157,553

Amount	

Information on late payments to suppliers in trade operations at year-end

The reconciliation of net income and expenses for the year with tax results for the year 2013 is as follows:

In conformity with Spanish Law 15/2010, of July 5, which amends Law 3/2004 of December 29 establishing measures to be
taken in combating arrears in commercial transactions, the table below includes a breakdown of the total payments made to
suppliers during the year, specifying those which have exceeded the legal deferment limit, the weighted average days past due and
the amount of the balance pending payment to suppliers which exceed the legal payment limit at year-end:

TOTAL

1,101,074				

TOTAL

1,101,074

		 (179,212)			

-

(179,212)

Balance	

Transfers	

Consolidated	

Equity	

Balance at

31,073
84,857
2,715,595
39,136
2,870,660

2031

2013		

200,305

Said tax bases relate to the subsidiary Pathfinder Media, S.L.U. and at December 31, 2013, they have not been capitalised by the Company.

2013

Year generated	Limit for compensation	

At December 31, the breakdown of the tax bases pending compensation, after deducting those applied in the previous year is as
follows:

-		
68,844
-		
980
69,824
Deferred tax liabilities					
Depreciation property, plant & equipment
47,961		
(16,888)
Free amortisation - job creation
100,194		
(15,337)
Cash gains on assets
2,824,627		
(109,032)
Non-refundable grants
41,436		
(2,300)
3,014,218
(143,558)
		
		

Tax losses
Deductions in quota

Deferred tax liabilities					

68,844
980
69,824

December 31, 2013			

		

	at January 1, 2013		income statement		

2013

Variations reflected in

28,478
76,436
2,604,897
36,836
2,746,646

21,198
21,198

Balance at
December 31, 2013

68,844		
(68,844)		
980		
(980)		
21,198
69,824
(48,626)
Deferred tax liabilities					
Depreciation property, plant & equipment
31,073		
(2,595)		
Free amortisation - job creation
84,857		
(8,421)		
Cash gains on assets
2,715,595		
(110,698)		
Non-refundable grants
39,136
(2,300)
2,870,660
(124,015)
-

Tax losses
Deductions in quota
Amortisation limitation for 2013 and 2014

Deferred tax liabilities					

			

2013
Balance	 Transfers	
Consolidated	 Equity	
	at January 1, 2013		income statement		

Variations reflected in

The breakdown and movement of the various items which make up deferred tax assets and liabilities are as follows:

11.2. Deferred tax assets and liabilities

In 2013 and 2012, this account relates to the amortisation of surpluses in the Parent Company related to the various assets
which, by their nature, are not tax-deductible and are detailed in Notes 5 and 6.

Amortisation of assets’ cash surpluses

Taxable base (tax result)

Consolidated income and expenses balance before taxes
		 (652,249)			
(652,249)
Permanent differences:								
Non-deductible expenses
23,036		 23,036			
23,036
Amortisation assets’ capital gains
343,929		 343,929			
343,929
Temporary differences			
-			
Arising in previous years								
Amortisation of assets (2001-2007)
75,805		 75,805			
75,805
Reversal free amort. employment
51,124		
51,124			
51,124
maintenance 2010 and 2011
Reversal Pathfinder		
(20,284) (20,284)			
(20,284)
negative equity provision
Off-set of subsidiary’s tax losses		
(23,862) (23,862)			
(23,862)
Consolidation adjustments
23,290		 23,290			
23,290
								

Consolidated income statement		
		Income and expenses directly charged to equity	
Euros	
Increases	 Decreases	 Total Increases	Decreases	
Total
2012				

Taxable base (tax result)

Arising in the current year								
Amortisation limitation
70,659		 70,659			
70,659
for 2013 and 2014
Pathfinder negative equity
175,044		 175,044			
175,044
and portfolio provision								
Prior taxable income			 1,130,251				
1,130,251
Offsetting of carryforward losses from previous years		 (229,481)
(229,481)			
(229,481)

Consolidated income and expenses balance before taxes
647,273		
647,273
Permanent differences:								
Non-deductible expenses
31,865		 31,865			
31,865
Amortisation assets’ capital gains
343,929		 343,929			
343,929
Non-capitalised tax bases
(200,305)		(200,305)			
(200,305)
Temporary differences								
Arising in previous years								
Amortisation of assets (2001-2007)
33,716		
33,716			
33,716
Reversal free amort. employment
28,069		 28,069			
28,069
maintenance 2010 and 2011

Consolidated income statement		
		Income and expenses directly charged to equity	
Euros	
Increases	 Decreases	 Total Increases	Decreases	
Total
2013				

11.1. Corporate Income Tax calculation

10.3. Trade payables
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14. POST-BALANCE SHEET EVENTS

16,443,763

11,882,270

Remuneration accrued by Board Members who do not hold executive positions amounted to 1,800 euros in 2012. In 2013 no
amount was accrued.

15. TRANSACTIONS WITH RELATED PARTIES

Categories	

Male	

2013
Female	 Total

2012
Male	Female	

Total

1,667,179

1,675,333

No expenses for this concept have been incurred during 2013.

Regarding potential contingencies that might arise with respect to environmental issues, the Parent Company’s Directors consider
such contingencies to be sufficiently covered by the insurance policies subscribed.

13. INFORMATION ON ENVIRONMENTAL ISSUES

Total

These annual accounts are presented on the basis of accounting principles generally accepted in Spain. Certain accounting
practices applied by the Company that conform with generally accepted accounting principles in Spain may not conform with
generally accepted accounting principles in other countries.

17. EXPLANATION ADDED FOR TRANSLATION TO ENGLISH

The fees for the 2013 individual and consolidated audits have amounted to 16,730 euros (15,730 euros in 2012). Moreover, the
fees paid for other services rendered by the Parent Company auditors and other companies which are part of the Firm, amount to
2,974 euros (2,974 euros in 2012).

b) Audit fees

						
Top management
3.00
3.00
3.00
3.00
The breakdown of personnel expenses stated in the consolidated income statement is as follows:
Heads of Department
0.75
5.24
5.99
2.69
6.68
9.37
Clerks
6.61
3.06
9.67
4.43
1.82
6.25
Euros	
31.12.13
31.12.12
Auxiliary staff
4.77
2.63
7.4
6.39
6.99
13.38
		
Wages, salaries and similar
1,357,060
1,225,422
Total
15.13
10.93
26.06
16.51
15.49
32.00
Social Security
286,179
299,803
Other welfare expenses
23,940
25,983
At December 31, 2013, the breakdown of employees by category does not significantly differ from the above.
Compensation
124,125

12.4. Personnel expenses

16.	OTHER DISCLOSURES
Euros	
31.12.13
31.12.12
		
a) Average number of employees in 2013
Purchase of goods and supplies
305,394
656,137
Variation in inventories
(18)
The average number of employees by category is shown below:
Total
305,394
656,119

2013
2012
Remuneration accrued in the year by top management, including a Board Member of the Parent Company and the subsidiary’s
		
Sole director, amounts to 259,841 euros (258,003 euros in 2012).
Palma Pictures T.P.M.C.S.L.
583,478
(504,572)
Pathfinder Media, S.L. (Sole Shareholder Company)
(200,274)
50,748		
The directors have declared to the Parent Company that neither they nor any of the related individuals referred to in Article 231
of the Spanish Corporation Law, hold direct or indirect participations in the share capital of companies with a corporate purpose
Total
383,204
(453,824)
which is identical, similar or complementary to that of the Group companies.
At December 31, 2013 and 2012, the Group had no pension plans or life insurance policies for previous or present Board members.
Moreover, at December 31, 2013 and 2012, no advances or credits were granted to top management or to Board members and no
12.3. Supplies
obligations were assumed on their behalf as security.
The breakdown of consumption of goods in the consolidated income statement is as follows:

The breakdown of consolidated results, by company, is as follows:

12.2. Consolidated results

Total

The distribution of the Company’s turnover corresponding to normal activities, by category, is as follows:

As of January 1, 2014, Palma Pictures T.M.P.C., S.L. together with Pathfinder Media, S.L.U., will be subject to the special
consolidated tax regime. The Corporate Tax tax payer will be the group of companies. The Parent Company of the tax group
will present a consolidated tax declaration including the individual tax bases, with the corresponding disposals and additions
calculated according to the prevailing tax and mercantile legislation. Profit, which is determined according to tax legislation, is
Euros	
31.12.13
31.12.12
subject to a 30% tax rate on the consolidated tax base. Certain deductions can be performed on the resulting quota.
		
Income from film sales
5,220
18,529
On March 11, 2014, Pathfinder Media, S.L. and a financial entity have formalised a credit line with a limit of 300,000 euros to
Income from rendering of services
15,478,152
11,018,235
cover commercial risks. The Group’s Parent Company is the guarantor of the transaction.
Income from photo shoots
960,391
845,506

12.1. Income

12. INCOME AND EXPENSES

ISSUANCE OF ANNUAL ACCOUNTS

In Palma de Mallorca, at March 31, 2014, the Parent company’s Board of Directors formulate these consolidated annual accounts are
comprised of a 2-page consolidated balance sheet, a 1-page consolidated profit and loss account, a 2-page consolidated statement of
changes in equity, a 1-page consolidated cash flow statement and Notes to the Consolidated Annual Accounts all of which have been
signed by the Secretary of the Board. This last page has been signed by all the Board members.

Zallaz SA, represented by Mr. Ture Stendhal
Mr. Bertil Villard

Chairman and Board Member
Board member

Mr. Michael Aidan Day
Mr. Carl Joachim Vitales Odqvist

Board member
Board member

Mr. Juan Pablo Nicolau Nano

Non-Board Secretary

CONSOLIDATED MANAGEMENT REPORT

1.- Business trend and Company’s situation, together with a description of the main risks and uncertainties affecting the Company

There has been a large volume of business in 2013, which we believe is noteworthy given the fact that the economic situation has not
significantly changed and is still reasonably unstable.

In 2013, Palma Pictures has reached figures that it has never reached before and this is due to a combination of factors which are
listed below in order of importance.

The advertising market has flourished both in terms of the level of work and in the variety of nationalities of our clients. We would
especially like to highlight the major project which our company has undertaken, the Captain Morgan project. It is also worth
mentioning the recovery of the German market which has once again begun to value the advantages of filming with Palma Pictures.

The office which we opened in Barcelona in 2012 has allowed us to position ourselves as a first option for services throughout the
whole of Spain. As well as in Barcelona we have filmed in Almeria, Malaga and Madrid.

The Photography department has also achieved record figures this year and the level of repeat custom and loyalty for said
department is among the highest in Palma Pictures.

The growth of Pathfinder has been slow due to the change of direction necessary to achieve more ambitious goals. Said change has
begun to yield its rewards since the end of the last quarter.

2.- Post-balance sheet events

At the end of this year we began to publicise our locations in the Canary Islands and undertook our first shoot there at the end of
January this year. Moreover, Pathfinder has taken on its first Project in London.

3.- Company’s foreseeable evolution

In 2014 we intend to consolidate our position in the markets which have been so loyal to us in recent years and to study the
possibility of positioning ourselves in regions which have high potential, such as the Asian market.

4.- Research and development activities carried out by the Company

Apart from the activities already implemented in previous years, such as the “Innovaction” Project, no new activities have been
undertaken.

5.- Acquisition of own shares

The Company has not acquired any own shares during the year.
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