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ZAFCO UK Holding Limited

Strategic Report

The directors' strategic report is presented for the year ended 31 December 2018.

Review of the business and development and performance

The principal activity of the group is that of the wholesale distribution of tyres and ancillary products.
Turnover for the period ended 31 December 2018 was in line with the directors' expectations at
£ 70.94 million.

The gross profit margin for the period was 16.46% resulting in a gross profit of £ 11.68 million.

The group's overheads for the reporting period totalled £9.61 million. This level of expenditure was in
line with the directors’ expectations.

The group’s operating profit for the reporting period was £2.07 million. The directors consider this to
be in line with expectations.

Net cash generated during the reporting period amounted to negative £0.68 miflion, resulting in net
cash held at 31 December 2018 of £2.09 million. The directors consider the balance of cash held by
the group to be satisfactory. Itis necessary for the group to hold this level of cash reserve to be able
to successfully compete in an increasingly competitive market and to develop new business
relationships and investments in the Far East in order to secure the supply of its products at
competitive prices and to be able to be responsive to changing market conditions.

The directors expect the group's level of trading to be maintained in the foreseeable future and no
major changes are expected or other risks anticipated. The directors aim to maintain their current
management policies.

Principal risks and uncertainties

The company's principal risks and uncertainties are considered to be as follows:

Suppliers - The group’s major suppliers are based overseas. The directors continually monitor
production and delivery times. Adequate insurance is maintained against possible losses of stock in
transit.

Competition - The group operates in a very competitive environment. Products are kept under
constant review to ensure that they meet the market demands.

Key staff - There are number of key employees who are considered to be crucial to the success of
the business. Staff relationships and packages are such that key personnel areretained.

Foreign exchange movements - As the group’'s major suppliers are based overseas there is a

greater exposure to movements in foreign currency. The group uses forward currency contracts to
mitigate the risk on contracts and liabilities not denominated in pounds sterling.
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ZAFCO UK Holding Limited

Strategic Report
(continued)

Key performance indicators

The directors monitor the progress of the group by reference to certain financial and non-financial
key performance indicators in the following areas:

- Sales targets and margins

- Cash collected and debtor book
- - Health and safety

- Staff welfare

- Environmental

- Customer satisfaction

The group performed in line with expectations for the key performance indicators.

ON BEHALF OF THE BOARD:

Zafar Hussain
Director

Date: [0 ’I'L{L-Olg
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ZAFCO UK Holding Limited

Directors’ Report for the year ended 31 December 2018

The directors present their report and the financial statements for the year ended 31 December 2018.

Directors of the company
The directors who held office during the period were as follows:

Amir Abbas

Rashmi Bhola

Rishi Vig (resigned 29 March 2018)

Zafar Hussain (appointed 29 March 2018)

Principal activity
The principal activity of the group is wholesale and retail of tyres and ancillary products.

Going concern

The Group is carrying an accumulated loss of £1,613,976 (2017 £3,683,771) and had net liabilities of
£1,882,608 (2017 £3,631,562). However, its parent company Zafco Group Holding Limited has
guaranteed financial support and, on this basis, directors consider it appropriate to prepare the
financial statements on a going concern basis. The financial statements do not include any
adjustments that would result from withdrawal of such support. The profit for the period was
satisfactory and in line with expectations.

Disciosure in the strategic report

The Companies Act 2006 (Strategic Report and Directors’ Report) regulations 2013 requires a
Strategic Report to be prepared. Where mandatory disclosures in the Directors' Report are
considered by the directors to be of strategic importance these have been included within the
Strategic Report rather than the Directors' Report in accordance with s.414C (11) Companies Act
2006.

Statement of Directors’ responsibilities
The directors are responsible for preparing the Strategic Report, the Report of the Directors and the
financial statements in accordance with appticable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under
that law the directors have elected to prepare the group and parent financiai statements in
accordance with International Financial Reporting Standards (IFRSs) as adopted by the European
Union. )

Under company law the directors must not approve the financial statements unless they are
satisfied that they give a true and fair view of the state of affairs of the Group and parent company
and of the profit or loss of the Group and parent company for that period. In financial statements,
the directors are requiredto:

- select suitable accounting policies and then apply them consistently;

- make judgements and accounting estimates that are reasonable and prudent;

- state whether they have been prepared in accordance with IFRS as adopted by the European
Union;:

- prepare the financial statements on the going concern basis unless it is inappropriate to presume
that the company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show
and explain the company's transactions and disclose with reasonable accuracy at any time the
financial position of the company and enable them to ensure that the financial statements comply
with the Companies Act 2006. They are also responsible for safeguarding the assets of the
company and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities.
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ZAFCO UK Holding Limited

Directors’ Report for the year ended 31 December 2018
{continued)

Disclosure of information to the auditors

Each director has taken steps that they ought to have taken as a director in order to make
themselves aware of any relevant audit information and to establish that the company's auditors are
aware of that information. The directors confirm that there is no relevant information that they know
of and of which they know the auditors are unaware.

Reappointment of auditors

The auditors, Russell Phillips Limited is deemed to have been reappointed in accordance with
section 487 of the Companies Act 2006.

Approved by the Board on_] ©_December 2019 and signed on its behalf by:

Zafar Hussain
Director
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ZAFCO UK Holding Limited

independent auditor's report to the members of Zafco UK Holding Limited

Opinion

We have audited the financial statements of Zafco UK Holding Limited (the ‘parent company') and
its subsidiaries (the ‘group’) for the period ended 31 December 2018, which comprise the
Consolidated Statement of Income and Retained Earnings, Consolidated Balance Sheet,
Consolidated Cash Flow Statement and related notes, including a summary of significant
accounting policies. The financial reporting framework that has been applied in the preparation of
the group financial statements is applicable law and International Financial Reporting Standards
(IFRSs) as adopted by the European Union and, as regards the parent company, in accordance
with the provisions of the Companies Act 2006.

In our opinion, the financial statements:

* give a true and fair view of the state of the group’s and of the parent company’s affairs as at 31
December 2018 and of the group’s profit for the period then ended;

* have been properly prepared in accordance with IFRSs as adopted by the European Union;

» have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK))
and applicable law. Our responsibilities under those standards are further described in the Auditor's
responsibilities for the audit of the financial statements section of our report. We are independent of
the group in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC's Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of matter

in forming our opinion, we have considered the adequacy of the disclosure made in note 2 of the
financial statements. In view of the significance of this uncertainty we consider that it should be
brought to your attention but our opinion is not qualified in this respect.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the 1ISAs (UK)
require us to report to you where:

- the directors’ use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or

« the directors have not disclosed in the financial statements any identified material uncertainties
that may cast significant doubt about the group’s or the parent company's ability to continue to
adopt the going concern basis of accounting for a period of at least twelve months from the date when
the financial statements are authorised for issue.

Other information

The directors are responsible for the other information. The other information comprises the
information included in the annual report other than the financial statements and our auditor’s report
thereon. Our opinion on the financial statements does not cover the other information and, except to
the extent otherwise explicitly stated in our report, we do not express any form of assurancé
conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether there is a‘'material misstatement in the
financial statements or a material misstatement of the other information. if, based on the work we
have performed, we conclude that there is a material misstatement of this other information; we are
required to report that fact.

We have nothing to report in this regard.
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ZAFCO UK Holding Limited

v

Iindependent auditor's report to the members of Zafco UK Holding Limited
(continued)

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

« the information given in the strategic report and the directors’ report for the financial period for
which the financial statements are prepared is consistent with the financial statements; and

« the strategic report and the directors’ report have been prepared in accordance with applicable
legal requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the group and the parent company and its
environment obtained in the course of the audit, we have not identified material misstatements in
the strategic report or the directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies
Act 2006 requires us to report to you if, in our opinion:

+ adequate accounting records have not been kept by the parent company, or returns adequate for
our audit have not been received from branches not visited by us;or

+ the parent company financial statements are notin agreement with the accounting records and
returns; or

« certain disclosures of directors’ remuneration specified by law are not made; or

+ we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 4, the directors
are responsible for the preparation of the financial statements and for being satisfied that they give
a true and fair view, and for such internal control as the directors determine is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the financial statements, the directors are responsible for assessing the group’s and
the parent company’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless the directors either
intend to liquidate the group or the parent company or to cease operations, or have no realistic
alternative but to do so.

Auditor’'s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance butis nota
guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material
misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements.

As part of an audit in accordance with ISAs (UK), we exercise professional judgment and
maintain professional scepticism throughout the audit. We also:

« Identify and assess the risks of material misstatement of the financiai statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resuiting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

« Obtain an understanding of internal contro! relevant to the audit 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 group’s internal control.
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ZAFCO UK Holding Limited

independent auditor's report to the members of Zafco UK Holding Limited
(continued)

+ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.

+ Conclude on the appropriateness of the directors’ use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the group’s or the parent company’s ability to
continue as a going concern.

If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’'s
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the group or the parent company
to cease to continue as a going concern.

+ Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in @ manner that achieves fair presentation.

+ Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

ghathan Russell (Senior Statutory Auditor)

or and on behalf of Russell Phillips Limited, Statutory Auditor
23 Station Road

Gerrards Cross

Buckinghamshire

SL9 8ES

1F Lorto, e Z=/7
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ZAFCO UK Holding Limited

CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS
For the year ended 31 December 2018

Note 2018 2017
£ ) o £

Revenue 5 70,936,565 52,359,101
Cost of sales (59,259,352) (44,901,402)
Gross profit 11,677,213 7,457,699
Other operating income 378,181 -
Administrative expenses (9,112,7685) (6,009,325)
Profit from operations 2,942,629 1,448,374
Finance expense (365,298) (325,735)
Finance income 6,200 9,588
Profit before tax 6 2,583,531 1,132,227
Tax expense 8 (538,280) (1,021,250)
Profit from continuing operations 2,045,251 110,977
Profit/(loss) on discontinued operations, net of tax 24,544 (29,958)
Profit 2,069,795 81,019
Profit attributable to

Owners of the parent 2,069,795 81,019
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ZAFCO UK Holding Limited

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2018

Profit
Other comprehensive income

Items that will not be classified to profit or loss
Loss from discontinue operations

Items that will or may be reclassified to profit or loss
Exchange gains arising on foreign operations

Other comprehensive income for the year, net of tax
Total comprehensive income

Total comprehensive income for the year
attributable to

Owners of the parent

2018 2017
2,045,251 110,977
24,544 (29,958)
24,544 (29,958)
(119,301) -
(119,301) -
(94,757) (29,958)
1,950,494 81,019
1,950,494 81,019

Pagel0



ZAFCO UK Holding Limited

STATEMENTS OF FINANCIAL POSITION

As at 31 December 2018

Assets

Current assets

Inventories

Trade and other receivables
Cash and cash equivalents

Non-current assets

Property, plant and equipment
Investments in subsidiaries
Intangible assets

Deferred tax asset

Total assets
Liabilities
Current liabilities

Trade and other payables
Loans and borrowings

Non-current liabliities
Loans and borrowings
Deferred tax liability

Total liabilities
NET ASSETS

Issued capital and reserves

attributable to owners of the parent

Share capital
Foreign exchange reserve
Retained earnings

Equity attributable to ordinary
shareholders
Non-controlling interest

TOTAL EQUITY

Note

12
13

10
17

14
15

15
16

18
19
19

Company
2018 2017 2018 2017
£ £ £ £
13,904,888 11,699,943 - 73,467
15,305,931 19,766,591 110,364 451,818
2,092,531 3,279,787 340,024 401,516
31,303,350 34,646,321 450,388 926,801
4,640,712 3,813,965 - -
- - 7,444,233 15,062,984
4,958,150 4,958,150 - -
1,127,728 1,389,583 - -
10,726,580 10,161,698 7,444,233 15,062,984
42,029,940 44,808,019 7,894,621 15,989,785
9,802,495 7,406,001 19,307 80,307
25,499,557 19,814,209 8,056,666 16,122,963
35,302,052 27,220,210 8,075,973 16,203,270
8,588,497 21,168,275 - -
20,999 51,096 - -
8,610,496 21,219,371 - -
43,912,548 48,439,581 8,075,973 16,203,270
(1,882,608) (3,631,562) (181,352) (213,485)
50,000 50,000 50,000 50,000
(318,632) 2,209 - -
(1,613,976) (3,683,771) (231,352) (263,485)
(1,882,608) (3,631,562) (181,352) (213,485)
(1,882,608) (3,631,562) (181,352) (213,485)

The financial statements on pages 9 to 29 were approved and authorised for issue by the Board of Directors

~on .2, //¢ / 20/7 and were signed on its behalf by

PV

Zafar Hussain
Director
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ZAFCO UK Holding Limited

CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2018

Note 2018 2017

Cash flows from operating activities
Profit for the year 2,069,795 81,019
Adjustments for
Depreciation of property, plant and equipment 574,401 559,142
Finance income . (6,200) (9,588)
Finance expense 365,298 325,735
Loss/(gain) on sale of property, plant and equipment ‘ 45,301 1,158

3,048,595 957,466
Increase in trade and other receivables 4,460,660 (21,156,174)
Increase in inventories (2,304,945) (11,599,943)
Increase in trade and other payables 2,396,494 48,276,194
Increase in provisions and employee benefits 231,758 163,387
Cash generated from operations 7,832,562 16,640,930
Income taxes paid - -
Net cash flow from operating activities 7,832,562 16,640,930
Investing activities
Acquisition of subsidiary, net of cash acquired (25,908,084)
Purchase of property, plant and equipment (1,259,537) (40,628)
Purchase of intangibles - (4,958,150)
Interest received 6,200 9,588
Net cash used in investing activities (1,253,337) (30,897,274)
Financing activities
Issue of ordinary shares - 50,000
Proceeds from loans and borrowings 687,197 19,144,444
Repayment of loans and borrowings (7,580,627) (1,657,777)
Interest paid on loans and borrowings (365,298) (325,735)
Net cash (used in)/from ﬂnanclﬁg activities (7,258,728) 17,210,932
Net increase in cash and cash equivalents (679,503) 2,954,588
Cash and cash equivalents at beginning of year 3,279,787 -
Exchange (losses)/gains on cash and cash equivalents (507,753) 325,199
Cash and cash equivalents at end of year 2,092,531 3,279,787
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ZAFCO UK Holding Limited

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2018

31 December 2017

Comprehensive income for
the year

Profit
Other comprehensive income

Total comprehensive
income for the year

Contributions by and
distributions to owners
Issue of share capital

Total contributions by and
distributions to owners

31 December 2018

16 July 2016

Comprehensive income for
the year

Profit
Other comprehensive income

Total comprehensive
income for the year

Contributions by and
distributions to owners
Issue of share capital
Acquisition of subsidiaries

Total contributions by and
distributions to owners

31 December 2017

Foreign
Share exchange Retained
Share capital premium reserve earnings Total equity
£ £ £ £ £
50,000 2,209 (3,683,771) (3,631,562)
- - 2,045,251 2,045,251
- (320,841) 24,544 (286,297)
- (320,841) 2,069,795 1,748,954
50,000 (318,632) (1,613,976) (1,882,608)
Foreign
Share exchange Retained
Share capital premium reserve earnings Total equity
£ £ £ £ £
- - 81,019 81,019
- 2,209 - 2,209
- 2,209 81,019 83,228
50,000 - - 50,000
- - (3,764,790) (3,764,790)
60,000 - (3,764,790) (3,714,790)
50,000 2,209 (3,683,771) (3,631,562)
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ZAFCO UK Holding Limited

NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2018

Company information

The company is a private company limited by share capital, it was incorporated in England & Wales on
15th July 2016 and commenced trading on that date.

The address of its registered office is:
23 Station Road

Gerrads Cross

Buckinghamshire

SL9 8ES

The principal place of business is:
Court Road Industrial Estate
Cwmbran

NP44 3AS

These financial statements were approved on .... December 2019.

Basis of preparation

These financial statements have been prepared in accordance with Intemationa! Financial Reporting Standards

as adopted by the European Union (adopted IFRSs), together with the requirements of the Companies Act

2006. The financial statements have been prepared on the historical cost basis except for the modification to a

fair value basis for certain financial instruments as specified in the accounting policies below

The financial statements are presented in Sterling (£).

The group financial statements consolidate the financial statements of Zafco UK Holding Limited and all
its subsidiary undertakings drawn up to 31 December each year.

In presenting the parent company financial statements together with the group financial statements, the
company has taken advantage of section 408 of the Companies Act 2006 and has not included its own
individual income statement and related notes as part of these financial statements.

The parent company's (profit)/loss for the year ended 31 December 2018 was £32,131(2017 (£263,485).
Going concern

The group had net liabilities of £1,882,608 however its parent company Zafco Group Holding Limited has
guaranteed financial support. After reviewing the group's forecasts and projections, the directors have a
reasonable expectation that the group has adequate resources to continue in operational existence for
the foreseeable future. The group therefore continues to adopt the going concern basis in preparing its
consolidated financial statements.

Significant judgements and estimates

The preparation of the Group's consolidated financial statements requires management to make
judgements, estimates and assumptions that affect the reported amounts of revenues, expenses, assets
and liabilities, and the accompanying disclosures, and the disclosure of contingent liabilities. Uncertainty
about these assumptions and estimates could result in outcomes that require a material adjustmentto the
carrying amount of assets or liabilities affected in future periods.
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ZAFCO UK Holding Limited

NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2018 (continued)

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year, are described below. The Group based its assumptions
and estimates on parameters available when the consolidated financial statements were prepared.
Existing circumstances and assumptions about future developments, however, may change due to market
changes or circumstances arising that are beyond the control of the Group. Such changes are reflected in
the assumptions when they occur. ’

Impairment of trade debtors

An estimate of the collectible amount of trade debtors is made when collection of the full amountis no
fonger probable. For individually significant amounts, this estimation is performed on an individual basis.
Additionally, a large number of minor trade debtors are grouped into homogenous groups and assessed
for impairment collectively. The calculation is based on actually incurred historical data.

At the reporting date, gross trade debtors were £ 14,662,915 (2017 £18,471,855) and the provision for
doubtful debts was £245,698 (2017 £151,261). Any difference between the amounts actually collected in
future periods and the amounts expected will be recognised in the consolidated income statement.

Impairment of inventories

Inventories are held at the lower of cost and net realisable value. When stock become old or obsolete, an
estimate is made of their net realisable value. For individually significant amounts this estimation is
performed on an individual basis. Amounts which are not individually significant, but which are old or
obsolete, are assessed collectively and a provision applied according to the stock type and the degree of
ageing or obsolescence, based on historical selling prices.

Atthe reporting date, gross stock were £13,804,888 (2017 £11,599,943) with provisions for old and
obsolete stock of £50,468 (2017 £12,219). Any difference between the amounts actually realised in future
periods and the amounts expected will be recognised in the consolidated income statement.

Impairment of intangible assets with indefinite useful lives (note 10)

An impairment exists when the carrying value of an asset or cash generating unit exceeds its recoverable
amaunt, which is the higher of its fair value less costs of disposal and its vatue in use. The fair value less
costs of disposal calculation is based on available data from binding sales transactions, conducted at
arm's length, for similar assets or observable market prices less incremental costs of disposing of the
asset. The value in use calculation is based on a discounted cash flow model. The cash flows are
derived from the budget for the next five years and do not include restructuring activities that the Group is
not yet committed to or significant future investments that will enhance the performance of the assets of
the cash generating unit being tested. The recoverable amount is sensitive to the discount rate used for
the discounted cash flow model as well as the expected future cash-inflows and the growth rate used for
extrapolation purposes. These estimates are most relevant to goodwill and other intangibles with
indefinite useful lives recognised by the Group.

Useful lives of property and equipment and intangible assets

The Group's management determines the estimated useful lives of its property and equipment and
definite useful life intangible assets for calculating depreciation and amortisation. This estimate is
determined after considering the expected usage of asset or physical wear and tear. Management
reviews the residual value and useful lives annually and future depreciation and amortisation charge
would be adjusted where the management believes the useful lives differ from previous estimates.
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ZAFCO UK Holding Limited

NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2018 (continued)

Taxes

Uncertainties exist with respect to the interpretation of complex tax regulations, changes in tax laws, and
the amount and timing of future taxable income. Given the wide range of international business
relationships and the long-term nature and complexity of existing contractual agreements, differences
arising between the actual results and the assumptions made, or future changes to such assumptions,
could necessitate future adjustments to tax income and expense already recorded.

4. Principal accounting pdlicies

4.1. Business combinations

Acquisitions of subsidiaries and businesses are accounted for using the purchase method. The cost of
the business combination is measured at the aggregate of the fair values (at the date of exchange) of
assets given, liabilities incurred or assumed, and equity instruments issued by the group in exchange for
control of the acquiree plus costs directly attributable to the business combination.

Any excess of the cost of the business combination over the acquirer's interest in the net fair value of
the identifiable assets and liabilities is recognised as goodwill. If the net fair value of the identifiable
assets and liabilities exceeds the cost of the business combination the excess is recognised separately
on the face of the consolidated statement of financial position immediately below goodwill.

4.2. Investment in subsidiaries

The consolidated financial statements incorporate the financial statements of the company and entities
(including special purpose entities) controlled by the group (its subsidiaries). Control is achieved where
the group has the power to govern the financial and operating policies of an entity so as to obtain benefits
from its activities.

The results of subsidiaries acquired or disposed of during the year are included in total comprehensive
income from the effective date of acquisition and up to the effective date of disposal, as appropriate
using accounting policies consistent with those of the parent. All intra-group transactions, balances,
income and expenses are eliminated in full on consolidation.

Investments in subsidiaries are accounted for at cost less impairment in the individual financial statements.

4.3. Intangible assets
Intangibie assets are measured at cost less accumulated amortisation and any accumulated impairment
losses. The useful lives of intangible assets are assessed as either finite or indefinite.

Intangible assets with finite lives are amortised over the useful economic life and assessed for
impairment whenever there is an indication that the intangible asset may be impaired. The amortisation
period and the amortisation method for an intangible asset with a finite useful life are reviewed at least
at the end of each reporting period. Changes in the expected useful life or the expected pattern of
consumption of future economic benefits embodied in the asset are considered to modify the
amortisation period or method, as appropriate, and are treated as changes in accounting estimates. The
amortisation expense on intangible assets with finite lives is recognised in the consolidated income
statement in the expense category that is consistent with the function of the intangible assets.

Intangible assets with indefinite useful lives are not amortised, but are tested for impairment annually,
either individually or at the cash-generating unit level. The assessment of indefinite life is reviewed
annually to determine whether the indefinite life continues to be supportable. If not, the change in usefu!
life from indefinite to finite is made on a prospective basis.
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ZAFCO UK Holding Limited

NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2018 (continued)

4.4 Tangible assets
Tangible fixed assets are measured at cost less accumulated depreciation and any accumulated
impairment losses.

Depreciation is calculated to write down the cost less estimated residual value of all tangible fixed assets,
other than freehold land, over their expected useful lives, using the straight-line method. The rates
applicable are:

- Buildings 20 years

- Leasehold improvements useful life not to exceed the term of the lease
- Plant and machinery 4 to 10 years

- Computer hardware 3to Syears

- Furniture and equipment 3to Syears

- Motor vehicles 3to Syears

4.5 Impairment of assets

At each reporting date fixed assets are reviewed to determine whether there is any indication that those
assets have suffered an impairment loss. If there is an indication of possible impairment, the recoverable
amount of any affected asset is estimated and compared with its carrying amount. If estimated
recoverable amount is lower, the carrying amount is reduced to its estimated recoverable amount, and an
impairment loss is recognised immediately in profit or loss.

If an impairment loss subsequently reverses, the carry amount of the asset is increased to the revised
estimate of its recoverable amount, but not in excess of the amount that would have been determined
had no impairment loss been recognised for the asset in prior years. A reversal of an impairment loss is
recognised immediately in profit or loss

4.6 Investments

Investments comprise investments in unquoted equity instruments which are measured at fair value.
Changes in fair value are recognised in profit or loss. Fair value is estimated by using a valuation
technique.

4.7 Inventories

Inventories are stated at the lower of cost, on a weighted average basis, and net realisable value after
making an allowance for any obsolete or slow moving items. Cost are those expenses incurred in
bringing each product to its present location and condition, including fees charged for freight and import
taxes and fees.

Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs
of completion and the estimated costs necessary to make the sale.

4.8 Debtors

Short term debtors are measured at transaction price, less any impairment. Loans receivable are
measured initially at fair value, net of transaction costs, and are measured subsequently at amortised
cost using the effective interest method, less any impairment.

4,9 Creditors

Short term trade creditors are measured at the transaction price. Other financial liabilities, including bank
loans, are measured initially at fair value, net of transaction costs, and are measured subsequently at
amortised cost using the effective interest method.
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- ZAFCO UK Holding Limited

NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2018 (continued)

4.10 Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the
risks and rewards of ownership of the leased asset to the group. All other leases are classified as
operating leases.

Assets held under finance leases are recognised initially at the fair value of the leased asset (or, if
lower, the present value of minimum lease payments) at the inception of the lease. The corresponding
liability to the lessor is included in the statement of financial position as a finance lease obligation.
Lease payments are apportioned between finance charges and reduction of the lease obligation using
the effective interest method so as to achieve a constant rate of interest on the remaining balance of the
liability. Finance charges are deducted in measuring profit or loss. Assets held under finance leases are
included in tangible fixed assets and depreciated and assessed for impairment losses in the same way
as owned assets.

Rentals payable under operating leases are charged to profit or loss on a straight-line basis over the
lease term, unless the rental payments are structured to increase in line with expected general inflation,
in which case the group recognises annual rent expense equal to amounts owed to the lessor.

The aggregate benefit of lease incentives are recognised as a reduction to the expense recognised over
the lease term on a straight line basis.

4.11 Derivative financial instruments

Derivative financial instruments are recognised at fair value using a valuation technique with any gains
or losses being reported in profit or loss. Outstanding derivatives at reporting date are included under
the appropriate format heading depending on the nature of the derivative.

4.12 Provisions for liabilities

Provisions are recognised when the group has a present obligation (legal or constructive) as a result of
a past event, it is probable that the group will be required to settle the obligation, and a reliable estimate
can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settie the
present obligation at the end of the reporting period, taking into account the risks and uncertainties
surrounding the obligation.

Where the.effect of the time value of money is material, the amount expected to be required to settle the
obligation is recognised at present value using a pre-tax discount rate. The unwinding of the discount is
recognised as a finance cost in profit or loss in the period it arises.

The group recognises a provision for annual leave accrued by employees as a result of services

rendered in the current period, and which employees are entitled to carry forward and use within the next
12 months. The provision is measured at the salary cost payable for the period of absence.
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ZAFCO UK Holding Limited

NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2018 (continued)

4.13 Taxation

Current tax is recognised for the amount of income tax payable in respect of the taxable profit for the
current or past reporting periods using the tax rates and laws that have been enacted or substantively
enacted by the reporting date.

Deferred tax is recognised in respect of all timing differences at the reporting date, except as otherwise
indicated.

Deferred tax assets are only recognised to the extent that it is probable that they will be recovered
against the reversal of deferred tax liabilities or other future taxable profits.

If and when all conditions for retaining tax allowances for the cost of a fixed asset have been met, the
deferred tax is reversed.

Deferred tax is recognised when income or expenses from a subsidiary or associate have been
recognised, and will be assessed for tax in a future period, except where:

- the group is able to control the reversal of the timing difference; and
- itis probable that the timing difference will not reverse in the foreseeable future.

A deferred tax liability or asset is recognised for the additional tax that will be paid or avoided in respect
of assets and liabilities that are recognised in a business combination. The amount attributed to goodwill
is adjusted by the amount of deferred tax recognised.

Deferred tax is calculated using the tax rates and laws that have been enacted or substantively enacted by
the reporting date that are expected to apply to the reversal of the timing difference.

With the exception of changes arising on the initial recognition of a business combination, the tax
expense (income) is presented either in profit or loss, other comprehensive income or equity depending
on the transaction that resulted in the tax expense (income).

Deferred tax liabilities are presented within provisions for liabilities and deferred tax assets within
debtors. Deferred tax assets and deferred tax liabilities are offset only if:

- the group has a legally enforceable right to set off current tax assets against current tax liabilities,
and

- the deferred tax assets and deferred tax liabilities relate to income taxes levied by the same
taxation authority on either the same taxable entity or different taxable entities which intend either to
settle current tax liabilities and assets on a net basis, or to realise the assets and settle the liabilities
simultaneously.

414 Revenue

Revenue is measured at the fair value of the consideration received or receivable, net of discounts and
value added taxes. Turnover includes revenue earned from the sale of goods and from the rendering of
services.

Sale of goods

Turnover from the sale of goods is recognised when the significant risks and rewards of ownership of
the goods has transferred to the buyer. This is usually at the point that the customer has signed for the
delivery of the goods.

Rendering of services

Turnover from the rendering of services is recognised by reference to the stage of completion of the
contract. The stage of completion of a contract is measured by comparing the costs incurred for work
performed to date to the total estimated contract costs. Turnover is only recognised to the extent of
recoverable expenses when the outcome of a contract cannot be estimated reliably.

416 Employee benefits

Short-term employee benefits and contributions to defined contribution plans are recognised as an
expense in the period in which they are incurred.
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ZAFCO UK Holding Limited

NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2018 (continued)

4.16 Forelgn currency translation

Functional currency and presentation currency

The individual financial statements of each group entity are presented in the currency of the primary
economic environment in which the entity operates (its functional currency). For the purpose of the
consolidated financial statements, the results and financia! position are presented in Sterling (£).

Transactions and balances

In preparing the financial statements of the individual entities, transactions in currencies other than the
functional currency of the individual entities (foreign currencies) are recognised at the spot rate at the
dates of the transactions, or at an average rate where this rate approximates the actual rate at the date
of the transaction. At the end of each reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that date. Non-monetary items that are measured in
terms of historical cost in a foreign currency are not retranslated.

Exchange differences are recognised in profit or loss in the period in which they arise. However, in the
consolidated financial statements exchange differences arising on monetary items that form part of the
net investment in a foreign operation are recognised in other comprehensive income and are not
reclassified to profit or loss.

Translation of group companies

For the purpose of presenting consolidated financial statements, the assets and liabilities of the group's
foreign operations are translated from their functional currency to Sterling (£) using the closing
exchange rate. Income and expenses are translated using the average rate for the period, unless
exchange rates fluctuated significantly during that period, in which case the exchange rates at the dates
of the transactions are used. Exchange differences arising on the translation of group companies are
recognised in other comprehensive income and are not reclassified to profit or loss.

Goodwill and fair value adjustments arising on the acquisition of a foreign operation are treated as
assets and liabilities of the foreign operation and translated at the closing rate.

6. Revenue

2018 2017
Revenue, analysed geographically between markets,
was as follows
Europe 20,769,129 6,254,706
Rest of the world 50,167,436 46,104,395
70,936,565 52,359,101
Revenue, analysed by category was as follows )
Sale of goods 70,936,565 52,192,049
Rental income - 167,052
70,936,565 52,359,101
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ZAFCO UK Holding Limited

NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2018 (continued)

6. Profit on ordinary actlvities before taxation

The profit on ordinary activities before taxation is stated éfter charging

2018 2017
Auditors’ remuneration
- Fees payable to the company’s auditor for the
audit of the company's annual accounts 16,168 21,000
- Tax compliance services - 5,434
- Other assurance 18,600 19,437
- All other - 6,474
Foreign exchange loss (39,758) 18,094
Other operating lease rentals 695,575 376,407
7. Employee benefit expenses
Employee benefit expenses (including directors) comprise:
2018 2017
Wages and salaries 3,321,723 2,426,721
Defined contribution pension cost 134,366 22,737
Social security contributions and similar taxes 266,142 211,777
3,722,231 2,661,235

Key management personnel compensation
Key management personnel are those having authority and responsibility for planning, directing and
controlling the activities of the Group, including directors of the company listed on page 4.

No compensation was paid to key management personnel during the year; in the prior period a total of
£1,569,072 was paid.

Staff numbers
The average number of employees of the group during the year was as follows
2018 2017
Sales and trading 17 13
Management 10 12
Warehousing 34 32
61 57
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ZAFCO UK Holding Limited

NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2018 (continued)

8. Tax expense
2018 2017

Current tax expense
Current tax on profits for the year 429,130 33,894
Adjustment for under/(over) provision in prior periods 2,483
Total current tax 429,130 36,377
Deferred tax expense
Origination and reversal of temporary differences 109,150 984,873
Total deferred tax 109,150 984,873

538,280 1,021,250
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ZAFCO UK Holding Limited

NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 D ber 2018 (

9. Property, plant and equipment

Furniture

Land and Warehouse and
Current year - Group " buildi hinery i Total
Cost £ £ £ £ £
At 1 January 2018 3,011,557 2,298,443 381,851 583,851 6,275,702
Additions 1,138,022 85,378 6,340 29,797 1,259,537
Disposals - {159,864) - - (159,864)
Foreign exchange movements 158,262 93,395 19,675 984 272,316
At 31 December 2018 4,307,841 2,317,352 407,866 614,632 7,647,691
Depreciation
At 1 January 2018 195,785 1,558,566 309,071 398,315 2,461,737
Depreciation 75,436 403,732 34,658 60,575 574,401
Disposals - (114,563) - - {114,563)
Foreign exchange movements 9,649 59,021 15,833 901 85,404
31 December 2018 280,870 1,906,756 359,562 459,791 3,006,979
Net book values
31 December 2018 4,026,971 410,596 48,304 154,841 4,640,712
31 December 2017 2,815,772 739,877 72,780 185,536 3,813,965

The net carrying amount of property, plant and equipment includes the following amounts held under finance lease: £- (2017 £-)
included within land and buildings is land of £3,340,965 (2017 £2,524,182) which is not depreciated.



ZAFCO UK Holding Limited

NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018 (continued)

9. Property, plant and equipment (continued)

Prior year - Group

Cost

At 15 July 2016

Additions

Acquired through business combinations
Disposals

Foreign exchange movements

At 31 December 2017

Depreciation

At 16 July 2016

Depreciation

Acquired through business combinations
Disposals

Foreign exchange movements

31 December 2017

Net book values

31 December 2017

15 July 2016

Furniture
Land and Warehouse and
o v " Vahlet Total
£ £ £ £ £

- 15,666 23,842 1,120 40,628
3,257,899 2,355,368 387,802 583,070 6,584,139
. - (3.854) - (3,854)
(246,342) (72,591) (25,939) (339) (345,211)
3,011,557 2,298,443 381,851 583,851 6,275,702
46,983 449,268 38,889 24,002 559,142
149,503 1,129,233 272,068 374,409 1,925,303
- - (2,696) - (2,696)
(791) (19,935) 810 (96) (20,012)
195,785 1,558,566 309,071 398,315 2,461,737
2,815,772 739,877 72,780 185,536 3,813,965




ZAFCO UK Holding Limited

NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2018 (continued)

10.  Intangible assets

Goodwill
Cost

At 15 July 2016 -
Additions 4,958,150
Acquired through business combinations
At 31 December 2017 ’ 4,958,150
Additions

Acquired through business combinations
At 31 December 2018 4,958,150

Accumulated amortisation and impairmént

At 15 July 2016 -
Amortisation charge -
At 31 December 2017 -
Amortisation charge
At 31 December 2018 d

Net book values
At 15 July 2016 -

At 31 December 2017 4,958,150

At 31 December 2018 4,958,150

1. Subsidiaries

The principal subsidiaries of Zafco UK Holding Limited, all of which have been included in these consolidated
financial statements, are as follows:

Country of incorporation Proportion of ownership
Name Class of and principal place of Interest at 31 December
share business
2018 2017
United Tyre Company Limited Ordinary United Kingdom 100% 100%
ZAFCO Holdings US Inc Ordinary United Sates of America 100% 100%
12, Inventories
Group Company
2018 2017 2018 2017
£ £ £ £
Finished goods and goods for resale 13,904,888 11,599,943 - 73,467
13,904,888 11,599,943 - 73,467
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ZAFCO UK Holding Limited

NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2018 (continued)

13. Trade and other receivables

Group Company
2018 2017 2018 2017
£ £ £ £
Trade receivables 14,662,915 18,471,855 53,836 272,749
Less provision for impairment (245,698) (151,261) - -
Trade receivables - net 14,417,217 18,320,594 53,836 272,749
Other receivables 456,134 998,307 18,531 155,097
Total financial assets other than cash and 14,873,351 19,318,901 72,367 427,846
cash equivalents classified at amortised
cost
Amounts owed by group undertakings in - - 37,997 23,972
which the company has a participating
interest
Other prepayments 232,008 244,608 - -
Tax expense 200,572 203,082 - -
Total trade and other receivables 15,305,931 19,766,591 110,364 451,818

The deferred tax asset relates to carry forward trading losses as assessed for corporation tax purposes

14. Trade and other payables

Group Company
2018 2017 2018 2017
£ £ £ £
Trade payables 4,343,950 2,309,225 1,201 31,095
Other payables 2,181,001 1,772,388 - 49,212
Total financial liabilities, excluding loans 6,524,951 4,081,613 1,201 80,307
and borrowings, classified as financial
liabilities at amortised cost.
Other taxes and social security 32,793 308,904 - -
Tax expense 566,395 - -
Provision for losses on forward currency 61,222 29,881 - . -
contracts
Accruals and deferred income 2,617,134 2,985,603 18,106 -
Total trade and other payables 9,802,485 7,406,001 19,307 80,307

Amounts owed to group undertakings, and in which the company has a participating interest, are unsecured
and repayable on demand.

16. Loans and borrowings

Group Company
2018 2017 2018 2017
£ £ £ £
Non-current
Bank loans
- Secured 632,268 - - -
- Unsecured - - - -
Amounts due to group undertakings 7,853,682 21,055,984 - -
Deferred lease liability 103,547 112,291 112,291 -
Finance leases - - - -
8,589,497 21,168,275 - -
Current
Overdrafts 1,481,003 - - -
Bank loans
- Secured 1,055,253 - - -
- Unsecured - - - -
Amounts due to group undertakings 22,963,301 19,814,209 8,056,666 16,122,963
Finance leases - - - -
25,499,557 19,814,209 8,056,666 16,122,963
Total loans and borrowings 34,089,054 40,982,484 8,056,666 16,122,863

The bank loans and overdrafts are secured by a fixed charge over the Group's freehold property and fioating
charges over the remaining assets of the group.
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ZAFCO UK Holding Limited

NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2018 (continued)

16.  Provisions for liabilities and charges

Group
Lease Deferred On Total
Liability tax acquisition £
£ £ £
At 1 January - (29,034) 80,130 51,096
Charged to profit or loss - 50,033 (80,130) (30,097)
At 31 December - 20,999 - 20,999
17.  Deferred tax
Group Company
2018 2017 2018 2017
£ £ £ £
At 1 January (29,034) - - -
Recognised in profit and loss .
Tax expense 50,033 (29,034) - -
At 31 December 20,999 (29,034) - -

Details of the deferred tax liability, amounts recognized in profit or loss and amounts recognized in other
comprehensive income are as follows:

Group Asset Llabllity Net
£ £ £
Accelerated capital - (20,999) (20,999)
allowances
Available losses 454,665 - 454,665
Other temporary and 276,919 - 276,919
deductible differences
Business combinations 396,144 - 396,144
Net tax asset/(liabilities) 1,127,728 (20,999) 1,106,729
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ZAFCO UK Holding Limited

NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2018 (continued)

18.  Share Capital

Authorised
Ordinary shares of £100 each

Issued and fully pald
Ordinary shares of £100 each

19. Reserves

2018 2017
Number £ Number £
500 50,000 500 50,000
500 50,000 500 50,000

The following describes the nature and purpose of each reserve within equity.

Reserve
Called up share capital
Foreign exchange translation reserve

Retained earmnings

20. Leasing commitments

Description and purpose
Represents the nominal value of shares that have been issued

Gains/losses arising on retranslating the net assets of overseas
operations into Sterling (£)

All other net gains/losses and transactions with owners (eg
dividends) not recognized elsewhere

Non-cancellable operating lease rentals

Total commitments under non-cancellable operating leases are as follows

Within one year
Between one year and five years

Operating lease cost for the year in
other operating expenses

Group Company
2018 2017 2018 - 2017
£ £ £ £
387,374 411,683 - -
1,086,458 1,620,838 - -
1,473,832 1,932,321 - -
695,575 376,407 - -
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ZAFCO UK Holding Limited

NOTES FORMING PART OF THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2018 (continued)

21. Contingent liabilities

Forward currency contracts
At 31 December 2018 the group had financial commitments of £ 5,296,303 (2017 £1,287,086) relating to
forward currency contracts

Litigation

There are a number of cases representing claims by US Customs and Border Protection (CBP) against Zafco
Holding US Inc in relation to duty payable on imported goods where additional duty is being assessed. The
US company has provided amounts that are believed to be payable but collectively there is a further exposure
of approximately $2m

22. Parent and ultimate parent undertaking

The company’s immediate and ultimate parent is Zafco Group Holding Limited, incorporated in United Arab-
Emirates

23. Related party transactions
Details of directors' remuneration are given in note 7.

The company is a wholly owned subsidiary of its parent and uitimate parent ZAFCO Group Holding Limited
and is included within its consolidated results and therefore has taken advantage of the exemption not to
disclose related party transactions with its parent company and other wholly owned group companies.

Zafco UK Holding Limited has provided an unlimited guarantee in respect of the banking facilities of United
Tyre Company Limited. This guarantee is in favour of Barclays Bank plc.

24. Financlal risk management
The group has exposures to three main areas of risk - foreign exchange currency exposure, liquidity risk and
customer credit exposure.

Forelgn exchange transactional currency exposure

The group is exposed to currency exchange rate risk due to a significant proportion of its purchases and
operating expenses being denominated in non-Sterling currencies. The net exposure of each currency is
monitored and managed by the use of forward foreign exchange contracts, currency loans or overdrafts. The
forward foreign exchange contracts all mature within 12 months.

Liquidity risk

The objective of the group in managing liquidity risk is to ensure that it can meet its financial obligations as
and when they fall due. The group expects to meet its financial obligations through operating cash flows. In
the event that the operating cash flows would not cover all the financial obligations the group has credit
facilities available.

Customer credit exposure

The group may offer credit terms to its customers which aliow payment of the debt after delivery of the
goods or services. The group is at risk to the extent that a customer may be unable to pay the debt on the
specified due date. This risk is mitigated by the strong on-going customer relationships and by credit
insurance.

25. Events after the reporting date

On 30 January 2018, Zafco Holding US Inc, entered into an asset based line of credit with a financial institution
in the amount of $20m. The company is subject to various affirmative and.negative covenants under the
agreement. Borrowings are subject to a borrowing based calculation which are provided to the financial
institution to ascertain collateral sufficiency.

On the 25 June 2019 Zafco UK Holding Limited acquired 100% of the share capital of Zafco Europe GmbH for
€25,000, being its nominal (par) value.
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