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The
elevator
pitch
–

What we do
–
We deal in content creation and capture, and have done so
for over 20 years. Whether it’s global TVCs, award-winning
TV dramas, feature films, or high-end Photo & Motion, visual
story telling is our passion. We do it every day, all year round
and keep seeking to hone 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. 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. We have offices on mainland Spain and flexible production structures that enable us to operate on
location far from our Mediterranean base.

How it’s done
–
Palma Pictures house all the resources needed to guarantee
high quality content capture. We supply everything from
personnel, equipment and transportation to casting, location
services and studio facilities. Perhaps most importantly, we
provide know-how and solutions. Have a look at the next
page to see what we mean.
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Palma
Pictures
in five
minutes
-

Sales (in €)
–

17.6M

16.4M

EBITDA (in €)
–

14.2M

1.5M

11.9M

809K

809K

2014

2015

295K

2012

2013

2014

Top 10 Clients
–

2015

8,08M

2012

2013

Shooting Days
–
154

Production Spread
–

5.18M

135
4.98M

123

109

4.05M
Film & TV

TVC

Client Origin
–

2012

2013

2014

Photo &
Motion

China

Mallorca
UK,
Ireland

US,
Canada
Germany,
Switzerland,
Austria

Eastern
Europe

France,
Belgium

Scandinavia
Italy

Shooting Days per Quarter
–

2015

2012

2013

2014

2015
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Annual
Recap
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CEO Comment

Dear Colleagues,
Reflecting back on another year, our passion for visual storytelling remained undiminished.
2015 saw our drive for revenue diversity continue to pay dividends and we worked hard to stay
abreast of the constant flow of new platforms and technologies impacting the media production business, helped in no small measure by excellent team members from around the world
and the value-driven culture that we have fostered within our company.
The necessity to be both as agile and responsive as possible, when considering how best to
provide the solutions that our clients demand, was at the forefront of our thinking and seemed
to strike a chord with our global client base as 2015 saw record revenues of 17.6M€ (14.3M€) with
EBITDA at 809K€ (804K€) for the Palma Pictures Media Production Group.
Clients from 17 territories elected to shoot their TVC spots with us across Spain. The UK was our
strongest performing market and contributed a significant volume of shoot days (17%), closely
followed by France (15%), with USA (12%), Italy (9%) and Canada (8%) also performing well.

Our staff and freelance crews worked tirelessly over the course of the year to deliver ‘Picture
Perfect Service’ to our varied clients. We were delighted to bolster our talent base and made
a spate of new hires including Brad Blain as Sales Director and Thomas Molteau-Bertrand as
Bidding Producer, whilst the indomitable Richard Webb was promoted to Head of Production
and Andre Troubetzkoi headed across the Atlantic to launch our Toronto office.
We also added some firepower to our board of directors with advisors to the board George Entwistle (ex Director General - BBC) remaining with us and the addition of Joseph Petyan (Executive
Partner - J Walter Thompson London) helping us to navigate an ever-changing media landscape.
Palma Pictures ‘Photo & Motion’ had another strong year with revenues again reaching 2.38M€
(2.39M€) and Print work being shot for clients such as Stella Artois, Coca Cola and Ikea, as well
as Motion clients including H&M, Huawei and Nestlé.
Pathfinder, our media creation business, had a quieter year with revenues of 0.7M€ (1.28M€), but
we enjoyed producing multiple spots for ‘Nurofen’, with work for ‘Fair FX’ also being created.
We had a barnstorming year for Film and TV work with highlights including ‘The Night Manager’
for The Ink Factory, our first ever studio credit on ‘Me Before You’ for MGM Pictures, a co-production for ‘Behold the Monkey’ and Sky Arts and a successful foray into reality TV with ‘Love
Island’ for ITV Studios.
CSR activities continued apace and we passed our environmental audit for the sixth year
running, retaining both our ISO 14001 and EMAS certifications. Other activities included
our ongoing support for local talent looking to shoot their first shorts and feature films,
pro-bono work for Projecte Jove (helping rehabilitate young folk who have found themselves on the wrong side of the tracks) and forty of our team rebuilding dry stone walls in
the beautiful valley of Soller.
Showing our intent, we upscaled our Barcelona operations and moved to a bigger office in a
great part of town, as well as appointing Michael Nouri to Executive Producer for Barcelona.
We delivered shoots for brands such as Mercedes, J.C. Penney and Thomas Cook, with our
clients taking advantage of our production service capabilities in many different locations
across Spain and the Canary Islands.
With 2016 already shaping up to be an exciting year, we continue to invest in our talent, with a
raft of new hires already having joined the team.
We’ll look forward to sharing this and more news with you in the next edition of our Palma
Pictures Annual Report.

Mike Day
Palma Pictures CEO
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Vision
-

Mission
-

To
create
perfect pictures
for top brands.

To
passionately
deliver creative
solutions for
every challenge.
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Our
business
model
-

Our studio has 4,500+ m2 and is fully
equipped with offices, restaurant,
gym, costume, make-up, green rooms,
construction workshops, casting studio
and packshot studios

“From the recce

through prep and

shooting, everything

worked and everyone
responded profes-

sionally and with a

smile. Palma rocks”
–

Lamar Hawkins

Our business model remains focused on content creation
and capture. From one-man-bands to productions with a
crew of hundreds, no project is too big or small and we are
geared to cater to all types of media production.
We retain the capability to offer a truly integrated full service
solution and whilst our headquarters remain on the island of
Mallorca, with its unique selection of locations and possibilities,
we also now offer a mobile solution with partnerships across
the globe and offices stretching from Los Angeles to Shanghai,
as well as a production centre in Barcelona.

Producer, Pumpkin Films

Over the past years Palma Pictures has evolved into a media
production group, active across all forms of visual storytelling.
From print, branded content and TVC production through
to television series, reality shows and feature films, we
have worked hard to expand our service portfolio.
We are increasingly 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.

Client

Agency

Production
Company

Production
Service
Provider
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Some of our
in-house
resources:

Equipment
–

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

Crew
–

• 50 full-time crew in key positions and a flexible staffing
structure that allows for several hundred co-workers per day
through our freelance database
• Producers based in Los Angeles, Toronto, London, Reykjavik
and Shanghai
• Languages spoken include: English, Spanish, German, French,
Italian, Icelandic, Norwegian, Russian, Japanese and Mandarin
• Our network offers all skill sets including: SFX, animal
wranglers, food stylists, stunt personnel and underwater
camera specialists

Locations
–

• Portfolio of locations, with more than 250,000 images,
stretching from our headquarters in Mallorca, through the
Balearic Islands, across the whole of mainland Spain and to
the Canary Islands
• Strong relationships with local authorities and communities

Studio
–

• Central part of all our production activity
• 4,500 m2 (including a 1,000 m2 sound stage)
• Fully-equipped with offices, restaurant, gym, costume,
make-up, green rooms, construction workshops, casting
studio and packshot studios

26
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Targets &
Strategy
By activating all
levels of our diverse
organisation, Palma
Pictures is able to
constantly re-appraise
and assess progress

Palma Pictures has been working with a strategic management tool called the Balanced Scorecard since 2007 and it
has become a cornerstone of our managerial development
process, ensuring that the organisation is consistently aligned
towards a mutual goal.

Customer
Critical Success Factor

Territorial focus
Talent
Critical Success Factor

The BSC helps us to harness the skills and passion of
each and every member of our team, providing them with
individual annual targets and activities.

A value-driven culture
Processes
Critical Success Factor

By activating all levels of our diverse organisation, Palma
Pictures is able to constantly re-appraise and assess
progress, as well as formulate concrete actions based on
departmental goals.

Quality-secured processes

Each year we outline 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.

information

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

Finance
Critical Success Factor

Accurate and transparent

New Business / Growth
Critical Success Factor

Fast R.O.I.
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Palma
Pictures
Values
-

Culture
Corporate
Social
Responsibility
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Culture
-

Your Voice
–
Every quarter we also ask our team a number of questions
to gauge how satisfied they are with the way we are upholding our company culture. The feedback, in the form of
results and suggestions, is then built into an action plan so
that we can continue to make improvements and better our
working environment.
Our score at the end of 2015 was 71% satisfaction.
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Values are also an integral part of our appraisals process
when both employee and manager discuss if the values
have or haven’t been expressed.
We also regularly host team-building days, hold impromptu
parties, offer volunteer days and generally take advantage of
any way that we can boost our team morale.
Here are some stories from our ‘Values in Action’:

Our company culture is the way we do things around here,
what really defines us. If our team members can react to situations and circumstances instinctually, rather than needing
to be directed, then we are well on our way to having the
right kind of workplace.
At Palma Pictures we don’t believe in hierarchy and pyramidal organisational structures. Instead we advocate challenge
and create an environment that attracts and retains talent.
Over time we have managed to assemble a formidable team
of freethinking, motivated and fun-loving people from all
corners of the planet.

Putting culture in the job description
Values in Action programme
Every month we ask each of our team members to nominate
the person they think has best expressed one of our values.
These stories are then shared with everyone and a vote taken for the favourite. The winning stories are then shared at
the monthly company meeting with the owner of the favourite story receiving a prize.

“Client is thrilled!!
The crew was

amazing, friendly
and totally on it!
For me it was an
experience of a
lifetime.”
–

FRESH

GENEROUS

CLEAR

SMART

We have recently been bidding a Virtual Reality job from China and Mireia has
been doing a fantastic job dealing with
an extremely complex process. Constant
updates and changes, app development
and new tech don’t seem to phase her. As
always, a fresh approach that is certainly
recognised and appreciated by our clients.
Welcome back Mireia!

Todd Husikisson

Producer, Expedia

I’d like to nominate PJ for the value of
clear. In all of my interactions with him
he has always been very precise regarding
budgeting and costs, equipment abilities,
gear substitutes when needed and future
technical trends. I have felt very supported
by him always being clear and concise on
any technical issue. I also appreciate his
taking the time to follow up and see how
any given shoot went.

My nomination for this month is… MJ for
being generous. She has a never-ending
workload and whilst the rest of us may celebrate busy months, for MJ and her team it
creates a mountain of work. She is the glue
in the finance department and helps us
keep the engine running on a daily basis.
Supplier payments, tax returns, the audit,
cash demands for production and she pays
our salaries! Keep it up MJ!

A very special effort was made recently by
quite a few people on the Fresco Shoot, so
we should congratulate everyone involved.
My vote goes to Alex Hunt for being so
smart in executing a very challenging
production, achieving every necessity with
a very reduced budget & sending a client
home very happy & satisfied with the outcome! Well done Alex.

32
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CSR
-

1 Environmental Certifications
2 Re-Usable Water Bottles
3 Energy Efficiency
4 Paper-saving Initiatives
BEFORE

Corporate
Social
Responsibility

7 PP Costume Rental
8 Waste Separation

1

5

7

14

3
13

11
2

ensure that all members of our team are on board in
helping to achieve our annual goals.
We have also been happy to see much stronger
awareness amongst our clients, resulting in a
greater willingness to cooperate with our suggested
approaches to reduce paper and plastic bottle usage.

9
8

MAKING
GREAT
ADS
IS
THIRSTY
WORK

10

10 Re-Usable Catering Articles
11 Leftover Food Donated to a Good Cause

14 Supporting Good Causes

4

remains strong and we have always looked to lead by

9 Meat Free Monday

13 Water & Electricity Monitoring

@

6

12

12 Before & After Pics

and as a member of the Spanish business community

activity as a key focus in our annual strategy and

5 Company Environmental Day
6 Re-Using Props & Set Pieces

Our belief in acting responsibly, both as an employer

example. Over the past years we have included CSR

AFTER

5

Here are

• We retained both our ISO 14001 and EMAS certifications
for a sixth consecutive year.

headlines of

• We continued our membership of SEDEX, a not for profit membership organisation dedicated to driving improvements in ethical and responsible business practices in
global supply chains.

some of the
our activity

over the past
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SOS Mamás
–

• We commissioned a study to investigate the carbon footprint of a specific shoot, with a view to making this calculation available for all future projects.
• We continue to gift a re-usable water bottle to all new crew
and incoming clients in an effort to drastically reduce consumption of plastic water bottles.

We also made considerable efforts to support a host of other
worthy causes over the course of the year including:

Operación Kilo
–

Led by our receptionist Jenni Sykes, we have delivered a tremendous 5,300Kg of food donated by our staff, freelancers
and local suppliers since we started participating with this
excellent charity back in 2012. This food then gets distributed amongst the most needy here on the island.
In 2015 we also produced a short film to help spread awareness about the project with one of our budding young local
directors, supported by collaboration from many of our
staff and freelance community.

Environmental Day
–

Corporate
Social
Responsibility
–

Palma Pictures - Annual Report 2015

year
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The Fireflies
–

Our annual Environmental Day saw 40 of us visit the beautiful Soller valley and the Barranc de Biniaraix, helping to
reconstruct dry stone walls. We also collected a bumper
crop of 90Kg of the local olives. These were then pressed
and turned into delicious virgin oil that is now being served
in our restaurant at Palma Pictures studio.

We have become close friends with SOS Mamás, a group dedicated to providing support to single mothers and have been
donating leftover items to their cause, such as baby cots
from the series Love Island, as well as many meters of fabric
to be used in sewing workshops so the members can learn to
make and mend their own clothes. We also arranged a general casting day whereby we invited the association to bring
anyone who wanted to sign up to our casting database and
are happy to report that some of them have already worked
on our shoots, earning some much needed extra euros.

We were proud to support the Fireflies once again. Each
June a group of intrepid cyclists ride over the French
Alps, from Lake Geneva to the Cannes Lions International
Advertising Festival. Their challenge is to ride more than
1000kms over 18 mountains in 7 days in support of the
leukaemia charity Leuka.

Projecte Home Balears
–

We shot a pro-bono film for the local initiative, Projecte
Home Baleares, a not-for-profit organisation dedicated to
the prevention, treatment and investigation of drug addiction. They offer a personalised and free service to those in
need of support in order to beat their addictions.

AdGreen Collaboration
–
2015 also saw us begin a beautiful friendship with the UK

sustainability project AdGreen - a new initiative to make
commercials production greener, supported by the APA.
They have been in deep discussions with our Sustainability
department sharing information and brainstorming together to learn from each other’s initiatives and share resources.
From the beginning, our intention at PP has been to share
our efforts in any way that could be useful to other companies who hold the same objectives. So if you want to learn
more about how to green your own productions starting
with some simple first steps, head over to adgreen-apa.net
and join the many other production companies enjoying the
free resources available on their site. Do also feel free to
contact Palma Pictures Sustainability Project Manager at
tracy@palmapictures.es

Supporting Local Film Projects
–
We once again sponsored the Maremostra International Film Fes-

tival and continued to support young talent by collaborating in the
following projects to help budding directors with their first films:
Short Film

Feature Film

“Chat vol dir moix”
Jaume Carrió

“En Acabar”
Guillem Miró

www.tomavistes.com

www.enacabar.es

Short Film

“La Melodía del mal”
Miguel Ángel Durán Más
www.madfilms28.com
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Organisation
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Strategy

Marketing
Management

Vision

Barcelona

Visuals

Technical

Film & TV

Production

Content

Pathﬁnder

Casting

Photo & Motion

Locations

CSR

CRM / Sales
Finance

Talent

Culture

Mission
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A closer
look
inside
–
Market Trends
Local Impact
Locations
Mallorca
Barcelona
Photo & Motion
Film & TV
Pathfinder
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Market
Trends
-

Trends in Content
Production
Digital Natives
Innovation Tech Advancement

In light of the on-going digital revolution, changing
patterns can be identified everywhere. With new types
of business models, evolving viewing behaviour and the
continuous introduction of new technology, the market
for content production is seeing large changes up ahead.
In this chapter we will outline a few important trends
emerging in the area of content production, look at
who the new consumer actually is and try to outline
some of the technical innovations that, in the future,
will hopefully provide exciting new opportunities for us
to continue to raise the bar for production services.
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Trends in
Content
Production
There is constant chatter about disruptive

business models, technical innovation and digital
transformation, but what does it actually mean and
how will it affect our industry?
One area that appears a constant within the
production industry is the theme of integration.
Almost all content produced is now part of a larger
context and needs to be considered accordingly. This
means that each individual part might get smaller
exposure in terms of audience, but as a consequence
there is a need to produce much larger volumes of
content in order to satisfy the more tailored needs of
brands and consumers.

Twitter recently released data
that 70% of all TV contentrelated tweets in the US actually
occur during the programme,
not during commercial breaks.
Omiplatform
–

Social Dynamics
–

In order to facilitate even
more intricate and interactive storytelling, content
now needs to be able to live
on more than one platform.
TVCs are now more often
part of a larger interactive
campaign where moving image might play one part, but
at the same time supports
other elements as well. As
a result, budgets tend to be
distributed more broadly
across more pieces of content that need to have the
built-in capability to play
across multiple platforms.

Media and content producers are aiming to create
event windows in order to
trigger social interaction
relating to content. Offering
a broader, more immersive
experience also leaves the
viewers with a feeling of not
wanting to be left out. Twitter recently released data
highlighting that 70% of all
TV content-related tweets
in the USA actually occured
during the programme, not
during commercial breaks.
This means that focus
is maintained and even
heightened during commercial breaks if the message is
right and has shown significantly increased intent to
purchase for the relevant
ad-messaging.
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Trends in
Content
Production
-

Palma Pictures - Annual Report 2015

What happens in 1 second?

72 HOURS
neW ViDeO

277,000
tWeetS

240,000,000

4,000,000
SearCHeS

216,000

neW iMaGeS

417,000

eMailS

SWipeS

$83,000

48,000

Online SellS

app DOWnlOaDS

Binge Viewing
–

New Business Models
–

With the rise of video
on demand platforms,
paired with an increasing
behaviour of back-toback hourly viewing in
one sitting, new opportunities have presented
themselves. Both media
companies and advertisers
are now able to build on
longer continuous interaction periods and attention
spans to get their message
across, allowing for more
in-depth storytelling and
longer campaign strategies.

There is a daily battle between traditional content
companies, distributors and
new tech companies for
control of the viewing experience. As a result we are
seeing innovative and challenging new models where,
as an example, content
providers and distributors
are themselves starting to
create, finance and distribute content. This can be
seen within television event
drama, as well as in the
areas of commercials and
branded content.
The very successful Netflix experiment ‘House of
Cards’ clearly acts as an
illustrative example as it
responded to the omniplatform capability (TV, tablet, desktop, mobile) and
allowed for binge viewing
and a completely new
financing model.
We have also seen a rise
in crowd-funded content,
where aspiring directors
are able to connect directly
with a potential audience
before production has
even started and to secure
finance from an already
committed fan-base.

Even though these trends
have and will continue to
have a significant impact
on the content production
industry, in many ways it
is still a very conservative
scene, dictated by property rights and traditional
working models. However,
over the last few years
the introduction of some
major new players has
created an increasingly
fragmented and diverse
marketplace where old
truths will continue to be
challenged.
As a content production
company we need to
continue to identify these
shifting trends in order to
dictate how our own future
will play out.
All in all, the consumer (and
viewer) is now sitting firmly
in the driver’s seat.

46

47

–

–

Digital
Natives
-

By the second half of 2017 the largest
purchasing power will lie with the
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demographic group sometimes
referred to as Digital Natives.

A dissatisfied
customer
no longer tells 5
friends,
they tell 5000
facebook friends.
–

Jeff Bezos, Amazon

We would like to take a closer look at who they are and what
makes them so special.
Coined in an article from 2001, this term has been around
for a while and where most of the world up until now have
been Digital Immigrants, i.e. those being forced to learn the
new possibilities of digital technologies, the Digital Natives
have been born into the digital age. This changes dramatically how they access products, services and information
and more importantly – when, where and how they choose
to consume content.
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Digital Natives
The generation with the biggest purchase power in the future have NEVER
experienced a life without internet.

Innovation –
Tech Advancement
-

Digital Natives
Traditional Consumer
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2000

2005

2010

2015

2020

2025

The constant presence of the Internet has shaped this target group, with one major characteristic being that everything is expected to happen instantly and on demand. The
mobile phone has evolved to being able to handle everything from information gathering and communication, to
practical tasks such as grocery shopping or taking care of
your private finances.
In response to these new needs we are seeing new solutions
when it comes to online payments, logistics and the automisation of administrative tasks, sharing of information and
most of all globalisation, with geography no longer a limiting
factor. This of course also has a bearing on content as the
whole world is now the potential audience.
This means the power balance has shifted towards the
consumer and businesses need to re-invent themselves in
order to guarantee consumer value, now directly linked to
business value.

Disruption
–
This is yet another theme that we often hear about nowadays, generally referring to the concept that market and
customer demands have generated alternative solutions to
otherwise traditional products and services. What Uber has
done for personal transportation is an illustrative example.

In the media industry there have been important disruptions in terms of distribution, as well as
in technology. Below are some specific trends impacting the content market going forward:

Financing
–

Tech
–

Digital First
–

Crowd-funded films have
now become a reality, with
viewers able to part finance
the film projects they would
like to see made.

New technology allows for
smaller teams whilst maintaining certain required
levels of capture quality.
The proliferation of social
media networks also enables content to generate
organic reach.

A significant amount of
content being produced
is now aimed at primarily
digital channels. This is
true for both commercial
and entertainment purposes and has to be considered a threat to traditional
content channels such as
Television.

New Content Provider
Companies that were previously focused on distribution are now becoming big
players in content production, with Netflix and
Amazon as the two most
prominent examples.
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Local
Impact
-

“Barcelona, Madrid, Malaga,
Mallorca and the Canary
Islands all played host to our
shooting teams during 2015 and
we also saw units working in
both Iceland and the UK.”
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–
The increase of the range
–
Over the past year we have continued our drive for diversification across three distinct areas; our sphere of influence, client territories and the media segments we provide
content-capture solutions for.
Barcelona, Madrid, Malaga, Mallorca and the Canary Islands
all played host to our shooting teams during 2015 and we
also saw units working in both Iceland and the UK.
Potential projects arrived on our desks from 33 different countries and we shot with clients of 17 different nationalities.
We looked East and began planning the launch of our latest satellite office, this time situated in the metropolis of
Shanghai, with a view to securing ongoing workflows from
the increasingly influential Chinese market.
Regular work for print, branded content and TVC production
kept us busy, but we were also pleased to record our best
ever year for Film & Television work, with the success of series such as ‘The Night Manager’ serving to showcase Mallorca to a global audience.
Considering these areas of growth, it is fair to say that using
the phrase ‘local impact’ nowadays has more of a national,
rather than a regional resonance.
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The economic impact
–

Local Impact
Projects
–
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136{

85

5

39

7

Film & TV

TVC

Photo

Motion

Hotel nights booked
–

17,072
113€ 157€

DIFFERENT HOTELS
ACROSS SPAIN

4,220 HOTEL NIGHTS IN 2014

Average price per room
–

170€ PER ROOM IN 2014

TVC & PHOTO

69K

Costume

24K

1.76M 5.48M 1.34M
Crew

Freelance

On screen talent

1.16M

321K

192K

146K

1.33K

53K

74K

120M

10K

81K

91K

175K

Hotels and Restaurants

Locations

Bank Fees

Rental Cars

Public Relations

Local Permits

Repairs and
Maintenance

540K

Set construction
and props

Security
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FILM & TV

2.10M 324K

Coaches

Couriers

Insurance

Local Catering

Flights

Local Advisors

Petrol
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Quite simply, we have contacts and access to places that
other providers don’t.
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Locations
-

One of Palma Pictures’ strongest assets is the unique portfolio
of locations that we have compiled over close to 25 years of daily
scouting and research across Spain and the Balearic Islands.

Our full-time team of location managers, coupled
with our dedicated visuals
department, are ably led by

Ultimately, content-capture teams have two choices of where to shoot a project: in a studio,
or on location.
Aside from the obviously important drivers such as; climate, proximity, security, infrastructure and the ability to source local talent both in front of and behind the camera, location
suitability for the creative in mind is of paramount importance.

Germán Traver and tasked
with the daily challenge of
continuing to uncover the
many hidden treasures that
Spain has to offer visiting
producers.
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Locations
-

With a database of more
than 300,000 images, we
pride ourselves on being
able to present shooting
backdrops that make our
creative partners want to
jump on a plane from all
four corners of the planet.
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Palma
Pictures
Mallorca
-

Palma Pictures was founded nearly 25 years
ago in order to provide high-end production
services to the global spot advertising market.

“You and the guys

over in Palma have
been amazing

and completely
professional –

couldn’t have done
it without you.”
–

Paul Coward

Producer – ITV

Content production and Mallorca have a longstanding relationship and it is no coincidence that the alluring Mediterranean island was the birthplace of Palma Pictures. With
an unbeatable combination of diverse shooting locations,
close proximity, favourable weather and a well-developed
tourism infrastructure, Mallorca remains a go-to destination for producers from all over the globe.
Palma Pictures was founded nearly 25 years ago in order to
provide high-end production services to the global spot advertising market, but over the years our clients’ demands have
shifted and evolved, meaning that today’s typical Palma Pictures shoot will look a little different to just a few years ago.
Our mix of clients has also increased with work originating
from a much broader pool of clients including both production and post-production houses, as well as direct from
agencies and brands.
Technology continues its evolution at a breakneck speed and
we are driven to constantly re-evaluate and reinvest in the latest
camera, lighting and grip equipment to stay ahead of the curve.
As our clients seek to spread their marketing spend over an
increasing number of platforms and media, the demand for
cost-efficient solutions has never been greater and we enjoy
working alongside our various stakeholders in the pursuit
of the most effective solution for their specific marketing
spend, by way of formulas such as bundled productions.
Print and branded content capture teams tend to be smaller
and more dynamic than their larger TVC, television and feature film cousins, requiring different processes and skill-sets.
Due to our experience across the wider landscape of content
capture, we are able to take learnings from each area and
bring them to bear on the others, remaining flexible and
responsive as we go forward.
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Palma
Pictures
Barcelona
“You pulled it out
of the bag.

We’ll be back.”
–

James Sorton
MD , Pulse

Our mainland Spain / Canary Island offering had yet another
great year and we had the opportunity to welcome our new
Executive Producer for Barcelona, Michael Nouri. Building on
our successes of the previous year, he immediately oversaw
a period of expansion with our team moving office to a much
bigger space in the area of Eixample.
Over the course of the year our teams shot projects in Barcelona, Madrid, Malaga and the Canary Islands for top brands such
as H&M, Huawei and Coca Cola.
With clients choosing to work with us from France, Norway,
Sweden, UK and USA, we feel that our focus on territorial diversity is beginning to pay dividends.
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Photo&
Motion
Our clients continued to trust in our bespoke production
offering with revenues again reaching 2.38M€ (2.39M€) with
Photo billings at 1.96M€ and Motion at 379K€.
With an enviable client list, we secured repeat business from
valued brands such as Ikea, Coca-Cola and H&M, and welcomed new projects from the likes of Range Rover, Huawei
and Stella Artois.
The dedication of our team has led to features in Vogue UK,
Marie Claire and Vogue US and we have continued to work
with renowned photographers including Mario Sorrenti, RJ
Shaughnessy, Benjamin Huserby, Mikael Jansson and the
Wade Brothers.
We brought aboard a new Executive Producer, Natalie Newell,
who comes from an Advertising and Production background
and has previously worked for top global agencies including
Adam&EveDDB, Fallon and Wieden & Kennedy Amsterdam.

Palma Pictures ‘Photo & Motion’ enjoyed another great
year, with international projects taking our teams all
over Spain and the Canary Islands.

Renewed impetus, a brand new website and an enhanced
visual library with a particular focus on Ibiza and the Canary
Islands, as well as a new showreel, will stand us in good stead
as we look to bolster our team going forward into 2016.
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Film & TV
-

Over the course of 2015 we were involved with a number of
productions worth mentioning:

The Night
Manager
–

Palma Pictures have been providing
production services for the Film and
Television sector for many years,
however due to recent specific
targeting of this area we have seen a
significant upswing in the number of
projects that we have been involved
in and a boost to our credentials.

During June we shot the critically-acclaimed BBC series - The
Night Manager. Filming lasted for five weeks and we were
delighted to be involved with this premium TV project (with
the largest budget in the Corporation’s history). Throughout
summer the newspapers, both local and international, were
full of pictures of Hugh Laurie and Tom Hiddlestone in various
locations around the island, surrounded by Palma Pictures
trucks. The producers even changed the script to name Mallorca
as the fictitious home of Roper’s Villa – Roper being the worst
man in the world.

66

67

–

–

Over the summer, filming got underway on Love Island, the
new flagship reality show for ITV2. Six shows were aired per
week, with one of them live, over six weeks.
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Love Island
–

Me Before You
–

Also in June we shot a number of scenes over a week for Me
Before You, an MGM movie and our first major studio credit.
Starring Sam Claflin (Hunger Games) and Emilia Clarke (Game
of Thrones) it went on to become #1 in the UK box office.

“This week’s big thanks goes to the Spanish crew for
taking such good care of us and working around the

clock to make sure we had what we needed. I think I
speak for many people when I say that if you have to
work, it might as well be in paradise.”
–

Joan Schneider

Line Producer, ‘Me Before You’

Tax Rebate
-

Behold the
Monkey
–

We were also proud to receive our first co-production
credit for this Sky Arts comedy drama. Commissioned for
their Playhouse strand, it recounts the true story of Cecilia
Giménez, who became infamous for attempting to touch
up an antique fresco of Jesus Christ that once took pride of
place on the wall of a church in Borja, a sleepy village in the
foothills of the Pyrenees.

We were also pleased to see Spain launch the new Tax Rebate in order to attract further film and television work. This
rebate currently returns 15% of Spanish spend on qualifying
productions to the local co-producer (with a minimum spend
of 1M€ and a cap of 2.5M€). Needless to say, we have been
busy investigating this new structure and are now comfortably in a position to offer this to our long form clients. With
a bolstered resume, tax rebate and our latest hire of Matteo
de Castello running our dedicated Film & TV business area,
we are confident that 2016 will be a strong year on this front.
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Pathfinder
-

Fair FX

During 2015 our media creation company Pathfinder
continued to service its founding client, Reckitt
Benckiser and we enjoyed producing multiple spots for
‘Nurofen’, with work for ‘Fair FX’ also being delivered.

Nurofen

Further creative restructuring on the client side saw us
have a quieter year for roster work with revenues of 0.7M€
(1.28M€).
With 2016 investments earmarked for our Shanghai office
launch, as well as bolstering our Film and Television offering,
we decided to fold our Pathfinder capability back into the
main Palma Pictures hub to capitalize on our existing brand
heritage and know how.
As the demand for content creation grows apace, we will
continue to look to build partnerships with our clients going
forward and provide them with bespoke solutions via our
global team of dedicated producers.
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Management
Team
-

Mike Day
CEO
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–
Michael Day has over twenty five 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 Palma
Pictures London office before being promoted to Executive Producer and subsequently Managing Director in 2003. He became
a partner in 2007.

Trent Walton

Executive Producer

–
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 producer in 2001 and by 2004 was Head 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.

Ramón Caravaca
Financial Director

–
Ramón Caravaca started working with Palma Pictures as 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. 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.
Ramón Caravaca

Mike Day

Trent Walton
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Shareholders
Shareholding of
Palma Pictures
TMPC S.L

Zallaz, S.A.

1,606,500
–
Trent Walton

510,000
–

Ramón Caravaca

255,000
–

Mike Day

765,000
–

Board
Ture
Stendahl
–
Chairman

Mike
Day
–

Bertil Villard

263,500
–
Total shares

3,400,000
–

George Entwistle
Joseph Petyan
–
Advisors to the Board

Joachim
Odqvist
–

Juan Pablo
Nicolau
–

Secretary
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4
The figures
–
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Report on the consolidated
annual accounts
–

We have audited the accompanying consolidated annual accounts of PALMA PICTURES THE MEDITERREAN PRODUCTION
CENTER, S.L., (the parent company) and its subsidiary (the Group),
which comprise consolidated statement of financial position at
December 31, 2015, 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.
Directors’ responsibility for the consolidated annual accounts
The directors of the parent company are responsible for the preparation of the accompanying consolidated annual accounts so that
they give a true and fair view of the consolidated equity and consolidated financial position and the consolidated results of PALMA PICTURES THE MEDITERREAN PRODUCTION CENTER, S.L.,
and its subsidiary, in accordance with the regulatory framework
for financial information applicable to the Group in Spain, identified in Note 2 to the accompanying consolidated annual accounts,
and for such internal control as they determine is necessary to
enable the preparation of consolidated annual accounts that are
free from material misstatement, whether due to fraud or error.

Auditor’s responsibility
–

Our responsibility is to express an opinion
on the accompanying consolidated annual
accounts based on our audit. We conducted our audit in accordance with prevailing
audit regulations in Spain. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the
consolidated annual accounts are free from
material misstatement.
An audit requires performing procedures to
obtain audit evidence about the amounts and
disclosures in the consolidated annual accounts. The procedures selected depend on
the auditor’s judgment, including the assessment of the risks of material misstatement
of the consolidated annual accounts, whether due to fraud or error. In making those risk
assessments, the auditor considers internal
control relevant to the preparation of consolidated annual accounts by the directors of
the parent company in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well
as evaluating the overall presentation of the
consolidated annual accounts.
We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion
–

In our opinion, the accompanying 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 MEDITERREAN PRODUCTION CENTER, S.L., and
its subsidiary at December 31, 2015, and its
consolidated results and consolidated cash
flow for the year then ended, in accordance
with the regulatory framework for financial
information applicable in Spain, and specifically the accounting principles and criteria
contained therein.

Report on other legal and regulatory
requirements.
–

The accompanying consolidated 2015 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 2015 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
MEDITERREAN PRODUCTION CENTER, S.L.,
and its subsidiary.

ERNST & YOUNG, S.L.
Original signed by
Juan Manuel Martín de Vidales Bennásar
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Consolidated balance sheet at December 31, 2015 and 2014
–
Assets

2015

2014

Liabilities

Notes

2015

2014

			

			

A) NON-CURRENT ASSETS		

A) EQUITY		

3,926,272

3,940,433

A-1) Equity

9

3,845,300

3,854,093

10,605,148

11,126,975

5

2,128,837

2,329,305

1. Patents, licenses, trademarks and similar		

2,103,626

2,294,613

I. Share capital		

3,400,000

3,400,000

2. Software		

25,211

34,692

1. Issued capital		

3,400,000

3,400,000

6

8,439,787

8,701,462

II. Reserves		

454,093

38,185

1. Land and buildings		

7,813,772

8,068,232

III. Result for the year attributable to the Parent Company 12.2

(8,793)

415,908

2. Plant and other PP&E items		

626,015

633,230

7

1,043

7,652

1. Equity instruments 		

250

-

2. Loans to third parties		

-

3,659

B) NON-CURRENT LIABILITIES		

3. Other financial assets		

793

3,993

I.

35,481

88,556

I. Intangible assets

II. Property, plant and equipment

III. Long-term investments
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IV. Deferred tax assets

11

			
A-2) Grants, donations and legacies

9

80,972

86,340

			

			

6,404,628

6,919,783

10

4,335,862

4,737,550

1. Bank borrowings		

2,698,893

2,985,418

2. Other financial liabilities		

1,636,969

1,752,132

2,068,766

2,182,233

Long-term borrowings

B) CURRENT ASSETS		

1,708,626

2,159,890

II. Deferred tax liabilities

11

I. Trade and other receivables		

1,030,610

1,146,889

			

7

661,086

675,325

2. Sundry debtors 		

5,632

-

3. Personnel		

(238)

4. Current tax assets 		

1,982,874

2,426,648

10

394,778

543,520

20

1. Bank borrowings		

279,615

429,936

24,214

-

2. Other financial liabilities		

115,163

113,584

11

339,916

471,544

10

1,588,095

1,883,128

7

14,149

13,971

1. Suppliers		

1,118,505

1,778,082

1. Equity instruments		

10,490

10,490

2. Personnel (remuneration pending payment)		

5,176

9,152

2. Loans to companies		

3,659

3,481

8

663,867

999,029

1. Cash		

663,867

2. Cash equivalents		
TOTAL ASSETS (A+B)		

1. Clients for sales and services rendered

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

III. Cash and cash equivalents

C) CURRENT LIABILITIES		
I.

Short-term borrowings

II. Trade creditors and other accounts payable

3. Current tax liabilities

11

-

67,611

4. Other payables to Public Administrations

11

28,374

28,283

699,029

5. Prepayments from clients		

436,039

-

-

300,000

TOTAL EQUITY AND LIABILITIES (A+B+C)		

12,313,774

13,286,864

12,313,774

13,286,864
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Consolidated income statement corresponding to the years ended
December 31, 2015 and 2014
–
Consolidated income statement

Notes

2015

Consolidated statement of changes in equity corresponding to the
years ending December 31, 2015 and 2014
–

2014
Result of the consolidated income statement

			

2015

2014

(8,793)

415,908

1. Revenue

12.1

17,612,876

14,265,754

2. Supplies

12.3

(105,789)

(108,560)

3. Other operating income		

72,713

48,644

For valuation of financial instruments		

-

-

12.4

(1,798,878)

(1,477,862)

Available-for sale financial assets		

-

-

5. Other operating expenses		

(14,971,531)

(11,933,520)

Other income/expenses		

-

-

6. Amortisation and depreciation		

(627,450)

(627,736)

For cash flow hedges		

-

-

7. Impairment losses and result for the sale of assets		

22,304

(305)

Conversion differences		

-

-

8. Grants 		

6,870

7,668

Grants, donations and legacies 		

-

-

9. Other results		

49,425

2,360

For actuarial profit and loss and other adjustments		

-

-

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

260,540

176,443

Tax effect due to change in tax rate		

-

5,755

10. Finance income		

3,797

6,419

Total income and expenses carried directly to equity		

-

5,755

11. Finance expenses		

(195,355)

(196,663)

B) FINANCE RESULT (10+11+12)		

(191,558)

(190,244)

C) RESULT BEFORE TAXES (A+B)		

68,982

(13,801)

For valuation of financial instruments		

-

-

11

(77,775)

429,709

Available-for-sale financial assets		

-

-

12.1

(8,793)

415,908

Other income/expenses		

-

-

For cash flow hedges		

-

-

9

(6,870)

(7,667)

Tax effect		

1,503

2,300

(5,367)

(5,367)

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

			
Income and expenses carried directly to equity

			
Transfers to consolidated profit and loss account			

Grants, donations and legacies
Total transfers to consolidated income statement

		
TOTAL RECOGNISED INCOME AND EXPENSES

(14,160)

416,296

Consolidated statement of changes in equity
–
2015

Subscribed
Consolidated Results for	
GrantS
	capital (Note 9)	reserveS 	the year	received

BALANCE AT JANUARY 1, 2015

TOTAL

3,400,000

38,185

415,908

Total recognised income and expenses

-

-

(8,793)

(5,367)

(14,160)

Other variations in net equity

-

415,908

(415,908)

-

-

3,400,000

454,093

(8,793)

BALANCE AT DECEMBER 31, 2015

86,340 3,940,433

80,972 3,926,272

2014
Subscribed
Consolidated Results for	
GrantS
	capital (Note 9)	reserveS 	the year	received

BALANCE AT JANUARY 1, 2014

TOTAL

3,400,000

(394,441)

383,204

Total recognised income and expenses

-

-

415,908

389

416,297

Other variations in net equity

-

432,626

(383,204)

-

49,422

3,400,000

38,185

415,908

BALANCE AT DECEMBER 31, 2014

85,951 3,474,714

86,340 3,940,433
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Finance expenses (+)

Changes in current capital

(Increase)/Decrease in Debtors and other accounts receivable

(Increase)/Decrease in Other current assets

(Increase)/Decrease in Creditors and other accounts payable

Interest payments (-)

Proceeds from interest (+)

Collections (payments) for income tax (+/-)

Cash flows of operating activities
(13,801)

Adjustments to results
812,138
824,015

627,450
627,736

Impairment adjustments (+/-)		
10,321

Grants (-)
(6,870)
(7,668)

305

(3,797)
(6,419)

195,355
199,740

(29,016)
200,938

140,493
(218,152)

(178)
-

(175,939)
415,608

Other non-current assets and liabilities (+/-)
6,609
3,482

Other cash flows from operating activities
(478,116)
(434,295)

(195,355)
(199,740)

3,797
6,419

(286,558)
(240,974)

373,988
576,857

CASH FLOWS FROM INVESTING ACTIVITIES		

Payments for investments (-)

Intangible assets

Property, plant and equipment

Proceeds from disinvestments (+)

Property, plant and equipment

Cash flows from investing activities

Proceeds and payments from financial liability instruments

Issue

Bank borrowings (+)

Return and amortisation of
(165,305)
(73,760)

(11,360)
(14,054)

(153,945)
(59,706)

20,131

20,131

(165,305)
(53,629)

CASH FLOWS FROM FINANCING ACTIVITIES		

(543,845)
(565,936)

85,965

85,965

(543,845)
(651,901)

Bank borrowings (-)
(429,936)
(549,994)

Other borrowings (-)
(113,909)
(101,907)

Cash flows from financing activities
(543,845)
(565,936)

NET INCREASE/DECREASE OF CASH OR CASH EQUIVALENTS
(335,162)
(42,708)

Cash and cash equivalents at January 1
999,029
1,041,737

Cash and cash equivalents at December 31
663,867
999,029

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 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.

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

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.
2.2. Comparison of Information
In accordance with mercantile legislation, for comparative purposes, the 2015 consolidated balance sheet, consolidated profit and loss account, consolidated statement of changes in equity and

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

Intercompany transactions

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

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

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, 2014, the Company’s consolidated balance sheet presents a working capital deficit
of 274,248 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.

2.3. Going concern principle

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 at December 31, 2015, together with the consolidated results and consolidated changes in equity. 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

Finance income (-)
68,982

2. Basis of presentation of the consolidated annual accounts
–

Results for withdrawal and disposal of assets (+/-)

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

Amortisation/Depreciation (+)
2014

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.

2015
consolidated cash flow statement, include, in addition to the 2015, those of 2014. The Notes to the
Consolidated Accounts also include quantitative information from 2014, except in those cases where
an accounting standard specifically states that it is unnecessary.

Consolidated cash flow statement
–

1. The group’s nature, activities and consolidation perimeter
–

82
83

–
–

Subsidiary

100%

25,230

454,093

3,400,000
3,006

RESERVES
(€)

SHARE
cAPITAL(€)

(232,015)

-

RNEA
(€)

(184,826)

(8,793)

RESULT
(€)

-

80,972

GRANTS
(€)

(388,605)

3,926,272

EQUITY
(€)

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 cash-generating 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

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.

5.5

12.5
Other assets

12.5

Furniture and fittings
Vehicles

5-7

Other installations
Data processing equipment

12
5.5

Machinery

2-3

% Annual depreciation

Buildings and constructions

Assets	

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

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.

4.2. Property, plant and equipment

- 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.

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.

Deferred tax assets

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. In order to determine the fair
value, the Directors of the Parent Company estimate future cash flows expected from the assets or
cash-generating 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.

Impairment of non-current assets

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.

2.5 . Critical issues concerning the assessment of uncertainty

Pathfinder
Media, S.L.U.

PARTICIPATED
SUBSIDIARY/
% DIRECT
COMPANY
ASSOCIATED
PART.
				
Palma Pictures
Parent
Parent
T.M.P.C., S.L.
Company
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

2015

48,454
465,330

-

370,343
(8,793)

(8,793)

46,533

(8,793)
-

465,330
465,330

(8,793)

2014

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

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

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.

4.7.1. Recognition and measurement

4.7. Financial assets

This heading includes cash, current accounts, short-term deposits and temporary purchases of assets
which fulfil all the following requirements:
• They are readily convertible to cash.
• They mature within less than three months from the acquisition date or they can be cancelled at any
time without penalisation.
• The risk of change in value is insignificant.
• They are part of the Group’s standard cash management strategy.
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.

4.6. Cash and cash equivalents

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

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

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

- 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 reserves

To losses from previous years

To legal reserve

Distribution

Consolidated profit and loss account balance

Basis of distribution		

Euros	

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:

3. Distribution of results
–
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Grants received to finance specific expenses are released to the consolidated income statement in the
year in which the financed expenses are incurred.

4.16. Grants
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.

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

Other income and expenses
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.

Income for sales or services rendered
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.

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

The Group derecognises a financial liability when the obligation under the liability is extinguished.

4.8.2. Derecognition of financial liabilities

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.

Debits and accounts payable
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.

Additions	
Transfers	Balance at
& provisions		DEC 31

11,360

3,989,049

11,360
-

170,133
3,818,916

-

-

-

181,493
4,000,409

3,818,916

211,828

-

-

156,282

2,128,837

1,871,572

1,715,290

14,054

3,974,995

14,054
-

156,079
3,818,916

-

-

-

Carrying value

Brands

Software

214,083

-

-

-

2,529,334			

1,445,661

23,096
190,987

1,333,316

112,345

Accumulated amortisation 				

Brands

Software

Cost 				

2,329,305

1,659,744

1,524,303

135,441

3,989,049

3,818,916

170,133

2014				

Additions	
Transfers	Balance at
& provisions		DEC 31

2,329,305			

1,659,744

20,841
190,987

135,441
1,524,303

Euros	Balance at	
JAN 1

Carrying value

Brands

Software

Accumulated amortisation 				

Brands

Software

Cost 				

2015				

Euros	Balance at	
JAN 1

The breakdown and movement of intangible fixed assets during 2015 and 2014 are as follows:

5. Intangible fixed assets
–

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.

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.

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.

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.

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.

Deferred tax liabilities are recognised for all temporary differences, 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.

4.8. Financial liabilities
4.8.1. Recognition and measurement

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.

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.

4.10. Income tax

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.

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.

4.9. Provisions for risks and expenses

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.

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

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.

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.

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.

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.
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Additions	DISPOSALS
Transfers	Balance at
& provisions			DEC 31

-

153,945

(34,635)

-

-

-

-

(34,635)

-

-

-

-

-

-

-

-

-

-

181,271

Equity instruments	
2015
2014

Credits, derivatives and others	
2015
2014

-

-

-

1,043
1,043

7,652
7,652

1,043

1,043

7,652

7,652

Total
2015
2014

8,439,787

6,665,213

190,644

202,544

590,011

734,437

1,808,939

3,138,638

15,105,000

281,595

247,105

616,674

957,807

2,049,409

7,490,103

3,462,307

10,490

666,480

13,971

675,325

Write-offs

-

19,435
(29,756)

Net charges
Closing balance

10,321

2015

Opening balance

Euros	

10,321

-

10,321

-

2014

675,345

20

-

675,325

2014

681,672 696,948

680,629 689,296

14,149

666,480

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

Total

(238)

Personnel

661,086

2015

686,458

678,806

3,481

675,325

5,632

671,182

670,139

3,659

666,480

Sundry debtors

Clients for sales and services rendered

Euros	

10,490

10,490
10,490

10,490

10,490

-

The breakdown at December 31 is as follows:

7.1. Trade and other receivables

TOTAL

Short-term financial investments

Trade and other receivables

Current financial assets						

Investments in Group companies

Non-current financial assets					

Euros	

-

-

-

-

-

-

415,619			

9,373

-

-

-

(34,635)

-

8,701,462				

6,284,229

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

7. Financial assets
–

Carrying value

Other tangibles

18,887

189,801

12,743

571,124

Vehicles
Data processing equipment

60,105

254,460
60,051

1,783,469

2,884,178
674,386

Other PP&E items

Technical plant and machinery

Land

Accumulated depreciation					

14,985,690

9,123
4,442

237,982

Data processing equipment

-

5,206

277,153

616,674

Vehicles
Other tangibles

952,601

135,174

7,490,103
1,948,870

-

3,462,307

Other PP&E items

Technical plant and machinery

Buildings

Land

Cost					

2015					

Euros	Balance at	
JAN 1

The breakdown and movements of the various items included in property, plant & equipment are as
follows:

6. Property, plant & equipment
–

Fully amortised items amount to 154,817 euros (116,177 euros at December 31, 2014).

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 2007 General
Accounting Plan, 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 is pledged in guarantee of the loan mentioned in Note 10.2 of these notes to the Consolidated Accounts.

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.

Additions	DISPOSALS
Transfers	Balance at
& provisions			DEC 31

-

-

(324,126)

-

-

(61,849)

-

(262,277)

-

-

-

-

-

-

-

-

-

2,629,765

413,654

-

(303,691)

-

-

(52,184)

-

-

-

-

-

-

-

9,075,846				

6,174,265

(251,507)

8,701,462

6,284,229

181,271

189,801

571,124

674,386

1,783,469

2,884,178

14,985,690

277,153

237,982

616,674

952,601

1,948,870

7,490,103

3,462,307

2015

663,867

-

653,074

10,793

2014

999,029

300,000

689,194

9,835

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

9.3. Other reserves

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 2014.

The share capital of the Parent Company at December 31, 2015 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 2014, other cash equivalents related to bank deposits, available at all times without any loss in value
and 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.

Total

Other cash equivalents

Current accounts

Cash

Euros	

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

8. Cash and cash equivalents
–

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 2015, totally depreciated items amount to 2,251,525 euros.

At December 31, 2015, the land and building balances include capital gains amounting to 2,075,813 and
3,757,764 euros, respectively (2,075,813 and 3,912,193 euros in 2014), 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.

Carrying value

12,880
11,186

176,921

Data processing equipment

22,131

61,950

51,094

254,413

170,085

601,176

Other tangibles

612,436

Other PP&E items

1,983,882

Vehicles

Technical plant and machinery

Land

Accumulated depreciation					

5,425
59,706

271,728

14,729

19,000

6,762

10,464

3,326

15,250,111

223,253

Data processing equipment
Other tangibles

945,839
659,523

Other PP&E items

2,200,684

7,486,777

3,462,307

Vehicles

Technical plant and machinery

Buildings

Land

Cost					

2014					

Euros	Balance at	
JAN 1

Palma Pictures - Annual Report 2015

88
89

–
–

38,185

(125,623)

163,808
454,093

(206,786)

660,879

Result at 31.12.2014	Balance at 31.12.2015

415,908

(81,163)

497,071

Result at 31.12.2014	Balance at 31.12.2015

(394,440)

25,230

(419,670)

583,478
432,625

(150,853) (*)

163,808
38,185

(125,623)

CHANGE IN	BALANCE
TAX RATE
AT DEC 31

7,022
(5,367)

(1,092)

(852)

(3,423)

-

80,972

5,930

3,485

71,557

CHANGE IN	BALANCE
TAX RATE
AT DEC 31

-

-

-

(5,367)

(1,092)

(852)

(3,423)

5,756

468

289

4,999

86,340

7,022

4,337

74,980

2015

2,985,418
2,985,418

2,698,893
2,698,893

1,636,969
1,636,969

1,752,132
1,752,132

4,335,862

4,737,550
4,335,862 4,737,550

429,936
3,415,354

279,615
2,978,508

115,163

3,311,853

1,674,884

1,559,720

113,584

Euros	

394,778

543,520
1,787,234

4,335,862

Other financial liabilities
Debts with personnel

2,330,754

1,954,499

9,152

1,778,082

113,584

436,039

5,176

1,118,505

Finance lease creditors
Suppliers

279,615
115,163

Bank borrowings

429,936

4,737,550

1,636,969

Current liabilities:		

1,752,132

2,698,893

Other finance liabilities

2,985,418

2014

6,290,361 7,068,304

1,954,499 2,330,754

1,559,721

Bank borrowings

Non-current liabilities:		

2015

3,652,950

1,900,818

1,787,234

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

TOTAL

429,936
-

279,615
-

Trade creditors and other accounts payable

Debits and accounts payable

Current financial liabilities:						

Debits and accounts payable

2014

Total

2,698,893

120,000

Sabadell loan - ICO Investment

Total long-term debt		

22.07.2011

11.03.2011

18.07.2011

30.12.2014

2,985,418		

14,000

24,862

194,258

1,394,435

1,357,863

25.07.2016

25.03.2016

02.08.2018

01.01.2030

31.12.2029

10.2. Other financial liabilities

- The Company 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 Company is basically financed by loans with a variable interest rate. The Company 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.

170,020

279,615
2,978,508

5,000,000
Total short-term debt		
Total bank borrowings 		

11.09.2015

12.03.2014

3,415,354

429,936		

-

85,965

187,511		

156,460		

31.01.2016

Total

244,563
244,563

248,195
248,195

163,226
163,226

184,898
184,898

1,858,011
1,858,011

2,698,893
2,698,893

Total

Credit lines

Loan

429,936

85,965

343,971

281,348

-

281,348

239,702

-

239,702

224,918

-

224,918

155,625

-

155,625

2,083,824

-

2,083,824

2,985,418

-

2,985,418

At 31.12.14
2016 (Short-term)
2017
2018
2019
2020
Remainder	
Total
							Long-terM

279,615
279,615

Loan

At 31.12.15
2016 (Short-term)
2017
2018
2019
2020
Remainder	
Total
							Long-term

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

On December 30, 2014, the mortgage loans held by the Parent Company with BMN – Sa Nostra and
Banca March were renewed, extending the maturity date until December 31, 2029 and January 1, 2030,
respectively. For accounting purposes, the renewal was treated as new loans since the interest rates
were modified to prices considered to be in line with current market prices. Said treatment had no effect on the income statement since no deferred expenses from said financing were pending allocation.

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

3,000,000		

109,595
La Caixa credit line

-

Short-term loans
La Caixa credit line

-

Short-term mortgage loans

115,163

122,426

130,144

138,350

147,073

1,098,976

1,636,969

108,333

115,165

122,424

130,144

138,350

1,246,049

1,752,132

During 2015, the average payment period to suppliers has been 35.3 days, the ratio of paid transactions
has been 33.7 days and the ratio of transactions pending payment has been 135.6 days. The total payments made amount to 9,811,152 and pending payments amount to 156,794 euros.

10.3. Information on average payment period to suppliers

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 & Equipment items,
machinery and tools (Note 6) for a global balance of 2.2 million euros.

The short-term balance is included under the “Other financial liabilities” heading of “Current liabilities” in the accompanying balance sheet.

							

Loan

At 31.12.14
2016 (Short-term)
2017
2018
2019
2020
Remainder	
Total
							Long-terM

Loan

At 31.12.15
2016 (Short-term)
2017
2018
2019
2020
Remainder	
Total
							Long-term

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

This loan has a duration of 15 years, is amortised by continuous instalments as of January 31, 2012 and
therefore had a grace period of 6 months. The nominal annual interest rate until October 2013 was 5%.
As of said date the interest rate has risen 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.

					

-

350,000

123,525

350,000

1,308,286

Loan B. March - ICO Liquidity

1,470,235

Mortgage loan B. March

1,267,082

Loan Sa Nostra

1,438,524

Mortgage loan BMN - Sa Nostra

		

30.12.2014

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

	Initial	Balance at	Balance at	
AMOUNT
31.12.2015
31.12.2014

		

2014

The breakdown of bank borrowings is as follows:
Maturity

2015

Credits and others		

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

Formalisation	
date

2014

Long-term financial liabilities:						

2015

Euros	Bank borrowings	

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

10. Financial liabilities
–

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, 2014, the amount recognised under “Grants” on the balance sheet is of 3,486 and 5,930
euros, respectively.

10.1. Bank borrowings

In previous years the 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, 2015 the amount recognised under “Grants” on the balance sheet is of 71,557 euros.

85,951

7,646

Grants for purchase of assets 2011
Total

4,900

73,404

Grants for purchase of assets 2010

Grants for purchase of assets

Cost				

2014 (euros)	BALANCE
TRANSFERS TO
AT JAN 1	PROFIT & LOSS

86,340

Grants for purchase of assets 2011
Total

4,337

74,980

Grants for purchase of assets 2010

Grants for purchase of assets

Cost				

2015 (euros)	BALANCE
TRANSFERS TO
AT JAN 1	PROFIT & LOSS

The breakdown is as follows:

9.5. Grants

(*) Includes 49,422 euros less losses than those stated in Note 12.2 due to the final calculation of the
2013 Corporate Income Tax which recognised the deferred tax asset for said amount.

Total

Pathfinder Media, S.L. (Sole Shareholder Company)

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

			

2014 (euros)	Balance at 31.12.2014

Total

Pathfinder Media, S.L. (Sole Shareholder Company)

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

2015 (euros)	Balance at 31.12.2014

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

9.4 . Consolidation reserves
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68,982

-

68,982

(13,801)

-

(13,801)

2014
Total
2014

144,583
-

Total

77,775			(429,709)

-

(5,756)

-

(261)			

4,111					

(5,756)

-

-

-

Income Tax adjustments previous year

-			 (431,615)

49,422			

(108,312)			 (142,677)

132,815			

Total 	Income	
Equity	
2015	statement		

Deductions

Change of tax rate

Credits for tax losses

Temporary differences

Total Income Tax liability

CONS. Income	
Equity	
STATEMENT		

(555)

5,440

1,161

(437,370)

(435464)

-

(437,370)

-

(142,677)

144,583

Total
2015

(5,756) (435,464)

(261)			

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

4,111			
77,775		 77,775 (429,709)

(261)		

Deductions
Effective tax expense/(income)

4,111		

Corporate Income Tax adjustments 2014

(555)

49,422

Impairment of deferred tax assets Pathfinder (tax losses) 49,422		

-

(5,756)

(4,140)
(431,615)

-

1,161

-

-

(4,140)

5,440

5,188

-

19,315

5,188

Non-deductible expenses

-

-

Other concepts				

Change of tax rate

(tax rate 30% in 2014, 28% in 2015)

Notional tax charge 19,315

						

Income and expenses for the year before tax

			
2015			
Euros	Income	
Equity	
Total 	Income	
Equity	
STATEMENT
2015		statement		

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

Amortisation/Depreciation
In 2014 and 2013, this balance relates to the reversal of accelerated depreciation of property, plant &
equipment in the Parent company for tax purposes.

Amortisation of assets’ cash surpluses
In 2015 and 2014, 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.

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.

On November 27, Law 27/2014 on Corporate Tax modified the general tax rate, reducing it from 30% in 2014 to 28% in
2015 and 25% in subsequent years. As a result, last year the Group adjusted its previous deferred assets and liabilities
depending on the tax rate prevailing on the estimated reversal date. The effect of said adjustment in 2014 was the
recognition of 431,615 euros revenue in the income statement and of 5,756 euros in equity.

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 Company is open to inspection for the applicable taxes for
the last four years.

As of January 1, 2014, Palma Pictures T.M.P.C., S.L together with its subsidiary, Pathfinder Media, S.L.U., will be subject
to the special consolidated tax regime. The Corporate Tax payer will be the group of companies. As the Parent Company
of the tax group, Palma Pictures T.M.P.C., S.L. will file 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 subject to a 28% tax rate on the consolidated tax base. Certain deductions can be performed on the resulting quota.

26,497
2,278,127

2,967

1,786

28,283

67,611

2,182,233

2,097,140

25,407

Social Security
Others

28,374

-

Other payables to Public Administrations

Current tax liabilities

2,068,766

560,100

399,611
Deferred tax liabilities

(127,397)

(170,728)

Others

(254,594)

853,535

(209,499)

720,144

Value Added Tax

471,544

-

88,556

2014

Personal Income Tax

339,917

24,213

Other receivables from Public Administrations

35,481

Current tax assets

2015

Deferred tax assets

Euros	

At December 31 the breakdown of tax assets and liabilities is as follows:

11. Tax
–

68,982				

68,982

18,528		

18,528			

-

13,117

474,338				

(13.801)				

(13.801)

TOTAL

474,338

(13,045)

25,740

30,204

343,929

3,869		

3,869			

-

3,869

-

-

-

(24,213)

2014

67,611

(76,475)

(497)

144,583

AT JAn1 2015		INCOME STAT.		

(53,075)		

Free amortisation - job creation

(1,503)		

(102,329)		

CONSOLIDATED	

EQUITY	BALANCE
AT JAn1 2015		INCOME STAT.		

49,422
49,422

21,198
21,198

-

-

2,746,646

-

-

-

36,836

					
			

Non-refundable grants

2,604,896

Free amortisation - job creation
Cash gains on assets

28,478
76,436

Depreciation property, plant & equipment

88,556

AT DEC 31

(7,321)

-

-

-

(558,656) (5,756)

(2,300) (5,756)

(526,398)

(22,637)

2,182,233

28,780

2,078,498

53,798

21,157

17,936		 88,556

17,936

Deferred tax liabilities					

Amortisation limitation for 2013 and 2014 and tax losses

Deferred tax assets					

TRANSFERS

27,277

1,976,169

									2015
BALANCE

18,729
46,591

2,182,233				2,068,766

28,780		

(7,207)		

(2,428)		

(*) In 2015 the amount of deferred taxes for losses of Pathfinder has been impaired by an amount of 49,422 euros.

		
		
			

Non-refundable grants

2,078,498		

21,157		
53,798		

Depreciation property, plant & equipment
Cash gains on assets

35,481

AT DEC 31

88,556				35,481

88,556		

Deferred tax liabilities					

Amortisation limitation for 2014 and 2015 and tax losses (*)

Deferred tax assets					

2015	BALANCE TRANSFERS CONSOLIDATED	 EQUITY	BALANCE

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

Total Income Tax payable (receivable)

(397)
(156,370)

Prepayments

132,554
Withholdings

Current tax

(Euros)

2015

497,400				 497,400

Taxable income (prior)

The payable or receivable Income Tax calculation is as follows:

(172,038)		(172,038)				 (172,038)

Pathfinder portfolio 2013

Negative equity provision and

63,372
203,779

63,372			

-

63,372		

Negative equity provision and Pathfinder portfolio 203,779		 203,779				

Arising in current year							
Amortisation limitation for 2013 and 2014

36,510

35,365

343,929

(3,585)		
(3,585)				
(3,585)

36,510			

Reversal free amort. employment maintenance 36,510		
TD Reversal amortisation limitation 2013
withdrawn assets

35,365			

343,929		 343,929			
35,365		

Amortisation of assets (2001-2007)

Amortisation assets’ capital gains

Arising in previous years							

Temporary differences:							

Non-deductible expenses

Permanent differences:							

Consolidated income and expenses balance before taxes

2014		

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

Taxable income (prior)

(ART. 7 LAW 16/2012))		

-

-

-

(13,045) (13,045)				

25,740			

Reversal free amort. employment maintenance 25,740		
TD Reversal amortisation limitation 2013 and 2014

30,204			

343,929		 343,929			
30,204		

Amortisation of assets (2001-2007)

Amortisation assets’ capital gains

Arising in previous years							

Temporary differences:							

Non-deductible expenses

Permanent differences:							

Consolidated income and expenses balance before taxes

2015				

TOTAL

The reconciliation of net income and expenses for the year with tax results for the year 2015 is as follows:

This is the balance relating to invoices issued to clients for rendering services. At December 31, 2015, a
total of 436,039 euros is pending collection under the clients heading.
Consolidated income 	Income and expenses
Statement	
directly charged to equity
Euros	Increases	Decreases	 Total	Increases	Decreases	 Total	

11.1. Corporate Income Tax calculation

10.4. Prepayments from clients
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176,033
(8,793)

16.15

5.37

4.67

6.11

-

34.69

13.07

10.35

8.27

3.00

16.19

5.53

4.49

3.17

3.00

12.56

2.96

2.51

6.09

1.00

2014

Male	 Female	

27.75

8.49

7.00

9.26

3.00

Total

In Palma de Mallorca, at March 21, 2016, the Parent company’s Board of Directors issues these
consolidated annual accounts which 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.

ISSUANCE OF ANNUAL ACCOUNTS

In Palma de Mallorca, at March 21, 2016, the Company’s Directors issue this Management Report,
which consists of 2 pages, all signed by the Secretary of the Board. This last page has been signed by
all the Board members.

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

5.- Acquisition of own shares

Apart from the activities already implemented in previous years no new activities have been undertaken.

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

In 2016, we expect to grow in the commercials market due to our improved commercialisation structures and the contracting of a new person in charge of the British market. With regard to the other activities, the Photo market experienced a high level of loyalty from large clients. We hope that this will
help us to position ourselves more significantly in said market. Finally, the fact that we have been so
active in the filming of television projects , together with the contracting of a specific salesperson for
Said activity, should improve our access to future projects which are expected to be filmed in Spain.

3.- Company’s foreseeable evolution

We are studying the possibility of filming another series of one of the television projects filmed here
last year and which was very successful.

2.- Post-balance sheet events

Pathfinder is finding it difficult to position itself in the market. The market is recovering and therefore
it is difficult for companies to accept the virtues of a cost-optimisation model.

In general, profitability per project has exceeded expectations, demonstrating that the various cost
control and resource optimisation initiatives that we have put in place are giving results.

The figures of the Photography department are still very significant, despite the changing trends
which are typical of such a young, dynamic sector.

Our main activity, which is the filming of television commercials, has also undergone significant diversification, although in this case it is in geographical terms. Thanks to Palma Pictures, a large number
of clients from many different countries have chosen Mallorca (and now also mainland Spain) as the
setting for their filming.

17. Explanation added for translation to english
–
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.

We understand that the key to this success has been the diversification of our activities with a significant move towards cinema and television related projects.

The fees for the 2015 individual and consolidated audits have amounted to 13,600 euros (13,600 euros
in 2014). Moreover, the fees paid for other services rendered by the Parent Company auditors and
other companies which are part of the Firm, amount to 2,200 euros (2,200 euros in 2014).

2015 could be considered to be a record year. We have never before reached such significant figures
and this shows us the path we need to follow for future years.

18.54

7.70

Auxiliary staff
Total

5.68

2.16

3.00
Clerks

Heads of Department

Top management

Total	

2015			
Male	Female	

		
Categories	

b) Audit fees

1,477,862

26,575

264,615

1,186,672

2014

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

1,798,878

31,350

342,223

1,425,305

2015

At December 31, 2014 and 2013, the breakdown of employees by category does not significantly differ
from the above.

Total

Other welfare expenses

Social Security

Wages, salaries and similar

Euros	

The average number of employees by category is as follows:

16. Other disclosures
–

At December 31, 2015 and 2014, the Group had no pension plans or life insurance policies for previous or
present Board members. Moreover, at December 31, 2015 and 2014, no advances or credits were granted
to top management or to Board members and no obligations were assumed on their behalf as security.

The breakdown of personnel expenses stated in the consolidated income statement is as follows:

108,560

-

108,560

2014

Remuneration accrued in the year by top management, including a Board Member of the Parent
Company and the subsidiary’s Sole director, amounts to 277,446 euros (273,196 euros in 2014). In accordance with Article 229 of the Spanish Corporation Law, the Directors have declared that they hold no
positions which would imply a conflict of interest with the Company.

No remuneration was accrued by Board Members who do not hold executive positions in 2015 and 2014.

–

15. Transactions with related parties

a) Average number of employees in 2015 and 2014:

105,789

-

105,789

2015

415,908

(81,163)

497,071

2014

There are no further post-balance sheet events.

On January 25, 2016, a credit line in La Caixa for an amount of 400,000 euros maturing on January 31,
2017, has been renewed.

–

14. Post-balance sheet events

12.4. Personnel expenses

Total

Variation in inventories

Purchase of goods and supplies

Euros	

1,579,357

12,686,397

2014

14,265,754

The breakdown of consumption of goods in the consolidated income statement is as follows:

12.3. Supplies

Total

(184,826)

Palma Pictures T.P.M.C.S.L.
Pathfinder Media, S.L. (Sole shareholder Company)

2015

17,612,876

1,995,150

15,617,726

2015

Euros	

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

12.2. Consolidated results

Total

Income from photo shoots

Income from rendering of services

Euros	

No expenses for this concept have been incurred during in either 2015 or 2014.

The Directors consider that potential contingencies that may arise with respect to environmental
issues are sufficiently covered by the insurance policies subscribed.

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

13. Information on environmental issues
–

12. Income and expenses
–
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