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ZONES (UK) LTD

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2019

The directors present the strategic report for the year ended 31 December 2019.

Fair review of the business

This year has seen continued growth in revenue as Zones further expands into global markets, especially threughout
Eurcpe. This growth in European business has caused the company to tighten controls to protect against changes in
currency values, especially the Euro.

We work with currency brokers and cur bankers to ensure that we do not suffer losses in our currency exposure, whilst
remaining competitive when quoting clients. Sales to global clients have increased and margins have increased as we
pride ourselves on providing excellent service and value for money. This has helped us continue to increase our sales to
such clients throughout 2019.

We are aware that a post-Brexit marketplace will lead to mere challenges, many of which cannct yet be fully foreseen.
However we have VAT registrations in many EU countries, employees operating in Ireland, and intend to hire in the
Netherlands and Germany within the next few months. We have also incorporated a separate business entity in Ireland,
which will commence trading from 1st October 2020, and we are evaluating whether to also incorporate in the
Netherlands, where we already have shared use of an office, warehouse and configuration space and two employees via
a service contract with one of our major vendors.

In addition to this, we have invested in our e-commerce capabilities and can sync our catalogue with those of several
local distributors in many EU countries. We are confident that this helps us to be well-placed to manage any future
challenges we face in a post-Brexit world.

The full long-term impact of Covid-19 on our business is still uncertain, however we continue to work closely with
customers, suppliers and partners an this issue. Some of our customers have seen their spend increase, as they address
the changes in technology required to address the impact on their own businesses. Other customers have temporarily
reduced or suspended budgets, whilst others have requested extended payment terms. Our credit lines remain fully
intact, and we have a robust working capital facility in place with our Bankers, and this has enabled us to continue to
meet our commitments. This working capital facility will shortly be increased to accommeodate the potential for continued
growth in 2021, but will alse protect us from any knock-on effect of increased debtor days. In addition to protecting our
cash management and working capital we continually menitor our costs, and will reduce overheads as required to ensure
the continued success of the Company.

Section 172 Statement

The Directors are well aware of their duty under Section 172 of the Companies Act 2006 to act in the way which they
consider, in good faith, would be most likely to promote the success of the Company for the benefit of its memhers as a
whale and, in doing se, to have regard (amongst other matters) to:

The likely consequences of any decision in the long term;

The interests of the Company's employees;

The need to foster the Company’s business relationships with suppliers, customers and others;

The impact of the Company’s operations on the community and the environment;

The desirability of the company maintaining a reputation for high standards of business conduct; and
The need to acl fairly between members of the Company.

The Board recognises that the long-term success of Zones (UK) Ltd requires positive interaction with its stakeholders,
including customers, suppliers, government and regulatory authorities. The directors seek to actively identify and
positively engage with key stakeholders in an apen and constructive manner. The board believes that this strategy
enables our stakeholders to better understand and address relevant stakeholder views which will assist the Board in its
decision making and to discharge its duties under Section 172 of the Companies Act 2006.




ZONES (UK) LTD

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

Principal risks and uncertainties

The management of the business and the execution of the company's strategy are subject to a number of risks.
The key risks and uncertainties affecting the company are as follows:

- purchasing cycles of customers;

- more manufacturers going direct;

- industry consclidation and increased competition;

- loss of significant customers;

- decrease in gross margins duc to increasc in compcetition in the computer industry;

- decrease of rebates/incentives from key suppliers;

- the angoing impact of the Covid pandemic

- rapid inventory obsolescence due to accelerating technelogical changes in the personal computer industry; or
- Brexit and general econamic conditions.

A decline in sales could adversely affect cur business, financial condition, cash flows or results of operation.

Key performance indicators

The main KPIs in the year are as follows:

- Sales up by 16.5% to £72.9m (2018: £62.6m)

- Gross profit up by 10.5% to £8.1m (2018: £7.4m)

On behalf of the board

A D Kaye
Director
29 September 2020




ZONES (UK) LTD

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2019

The directors present their annual report and financial statements for the year ended 31 December 2019.

Principal activities
The principal activity of the company continued to be the trade of computer consumables, hardware, software and data
centre, security mobility and cloud services.

Directors
The direclors who held office during lhe year and up 1o lhe date of signalure of the financial slalements were as [vllows:

F Lalji

A D Kaye

R McFadden
J Bauer

Results and dividends
The results for the year are set out on page 7.

No ordinary dividends were paid. The directors do not recommend payment of a final dividend.
Financial instruments

Treasury operations and financial instruments
The company operates a freasury function which is responsible for managing the liquidity, interest and foreign currency
risks associated with the company’s activities.

The company’s principal financial instruments include derivative financial instruments, the purpose of which is to manage
currency risks and interest rate risks arising from the company’s activities. In addition, the company has various other
financial assets and liabilities such as trade debtors and trade creditors arising directly from its operations. Derivative
transactions which the company enters into principally comprise forward exchange contracts. In accordance with
company’s treasury pclicy, derivative instruments are not entered into for speculative purposes.

Auditor
In accordance with the company's articles, a resolution propesing that Jeffreys Henry LLP be reappointed as auditor of
the company will be put at a General Meeting.

Statement of disclosure to auditor

So far as each person who was a director at the date of approving this report is aware, there is no relevant audit
information of which the company’s auditor is unaware. Additicnally, the directors individually have taken all the
necessary steps that they ought to have taken as directors in order to make themselves aware of all relevant audit
information and 1o establish that the company’s auditor is aware of that information.

On behalf of the board

AD Kaye
Director

29 September 2020




ZONES (UK) LTD

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2019

The directors are responsible for preparing the annual report and the financial statements in accordance with applicable
law and regulations.

Company law requires the directers to prepare financial statements for each financial year. Under that law the directors
have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting
Practice {United Kingdom Accounting Standards and applicable law). Under company law the directors must not approve
the financial statements unless they are satisfied that they give a frue and fair view of the state of affairs of the company
and of the profit or loss of the company for that period. In preparing these financial statements, the directors are required
to:

select suitable accounting policies and then apply them consistently;
. make judgements and accounting estimates that are reasonable and prudent;
. state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements;
. prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company will continue in business.

The directars are responsible for keeping adequate accounting records that are sufficient o 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.




ZONES (UK) LTD

INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF ZONES (UK) LTD

Opinion

We have audited the financial statements of Zones (UK) Ltd (the 'company'} for the year ended 31 December 2019 which
comprise the statement of comprehensive income, the balance sheet, the statement of changes in equity, the statement
of cash flows and notes to the financial statements, including a summary of significant accounting policies. The financial
reporting framework that has been applied in their preparation is applicable law and United Kingdem Accounting
Standards, including FRS 102 The Financial Reporting Standard appiicable in the UK and Republic of lrefand (United
Kingdam Generally Accepted Accounting Practice).

In our opinion the financial statements:
. give a true and fair view of the state of the company's affairs as at 31 December 2019 and of its profit for the
year then ended;
. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and
. 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. Cur
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 company in accerdance 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.

Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to report to you
where:
® the directors’ use of the going concem 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 company’s abhility to continue to adopt the going concarn 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 infermation 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 assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in deing 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.

Opinions on other matters prescribed by the Companies Act 2006
In our apinion, based on the work undertaken in the course of our audit:
* the information given in the strategic report and the directors' report for the financial year 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.




ZONES (UK) LTD

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF ZONES (UK) LTD

Matters on which we are required to report by exception
In the light of the knowledge and understanding of the company and its environment obtained in the course of the audit,
we have not identified material misstaterments in the strategic repert and the directors’ report.

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

hd adcquatc accounting rccords have not been kept, or returns adequate for our audit have not been received
from branches not visited by us; or
the financial statements are not in 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, the direclors 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 respensible for assessing the 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 company or to cease operations, or have no realistic
alternative but to do so.

Auditor's responsibilities for the audit of the financial statements

QOur objectives are to cbtain reascnable assurance about whether the financial statemenis 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, but is not a 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.

A further descripticn of our responsibilities for the audit of the financial statements is located on the Financial Reporting
Council's wabsite at: http://iwww frc.org.uk/auditorsresponsibilities. This description forms part of our auditor's report.

This report is made solely to the company's members, as a body, in accordance with Chapter 3 of Part 18 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them in an auditor's report and for no other purpose. To the fullest extent permitted hy
law, we do not accept or assume responsibility to anyone other than the company and the company's members, as a
hody, for our audit work, for this raport, or for the opinions we have formed.

Sanjay Parmar (Senior Statutory Auditor)
for and on behalf of Jeffreys Henry LLP 29 September 2020

Chartered Accountants

Statutory Auditor Finsgate
5 -7 Cranwood Street
London
EC1V S9EE




ZONES (UK) LTD

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2019

2019

Notes £

Turnover 3 72,956,731
Cost of sales (64,771,297)
Gross profit 8,185,434
Administrative expenses (6,747,671)
Operating profit 4 1,437,763
Interest receivable and similar income 7 4,466
Interest payable and similar expenses 8 (155,878)
Profit before taxation 1,286,353
Tax on profit 9 (247,059)

Profit for the financial year 1,039,294

The profit and loss account has been prepared on the basis that all operations are centinuing operations.

2018
£

62,617,899

(55,215,034)

7,402,865
(8,711,107)

691,758

(143,171)
548,587
(107,983)

440,604




ZONES (UK) LTD

BALANCE SHEET
AS AT 31 DECEMBER 2019

Notes
Fixed assets
Tangible assets 10
Current assets
Stocks 11
Debtors 12
Cash at bank and in hand
Creditors: amounts falling due within one
year 13
Net current assets
Total assets less current liabilities
Provisions for liabilities 15

Neot assots

Capital and reserves

Called up share capital 17
Share prermium accounl

Profit and loss reserves

Total equity

2019

£ £

191,688
2,071,449
11,315,397
520,043
13,906,889
(11,008,518)

2,900,371

3,002,059

(15,981)

3,076,078

866,666

783,334

1,426,078

3,076,078

2018

172,791
1,517,059
11,235,381
728
12,753,168
{10,881,271)
1,871,897
2,044,658
(7,904)
2,036,784
866,666
785,334
386,764
2,036,754

The financial statements were approved by the board of directors and authorised for issue on 29 Septamber 2020 and are

signed on its behalf by:

AD Kaye
Director

Company Registration No. 02823778




ZONES (UK) LTD

STATEMENT CF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2019

Balance at 1 January 2018

Year ended 31 December 2018:
Profit and total comprehensive income for the year

Balance at 31 December 2018

Year ended 31 December 2019:
Profit and total comprehensive income for the year

Balance at 31 December 2019

Share capital Share  Profit and Total
premiumloss reserves
account
£ £ £ £
866,666 783,334 (53,820) 1,596,180
- - 440,604 440,604
866,666 783,334 386,784 2,036,784
- - 1,039,294 1,039,254
866,666 783,334 1,426,078 3,076,078




ZONES (UK) LTD

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2019

Cash flows from operating activities
Cash generated from operations
Interest paid

Income taxes paid

Net cash inflow from operating activities
Investing activities

Purchase of tangible fixed assets

Proceeds on disposal of tangible fixed assets
Proceeds from other investments and loans
Interest received

Net cash used in investing activities

Financing activities
Repayment of borrowings

Net cash used in financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year
Relating to:

Cash at bank and in hand

Bank overdrafts included in creditors payable
within one year

Notes

23

2019

£ £

1,998,825

(155,876)

(106,648)

1,736,301
(156,785)
16,918
(124,636)
4,466

(260,037)

1,476,264

(3,487,102)

(2,010,838)

520,043

(2,530,881)

2018

2,861,077
(143.171)
(17,469)

2,700,437

(75,238)

(10,927)

(86,165)

{176,604)

(176,604)
2,437,668
(5,924,770)

(3,487,102)

728

(3,487,831)

-10 -




ZONES (UK) LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

1.1

1.2

1.3

1.4

Accounting policies

Company information
Zones (UK) Lid is a private company limited by shares incorporated in England and Wales. The registered office is
St Clements House, 27 Clements Lane, Londan, EC4N 7AE.

Accounting convention
These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting Standard
applicable in the UK and Republic of Ireland” {*FRS 102"} and the requirements of the Companies Act 2006.

The financial statements are prepared in sterling, which is the functional currency of the company. Monetary a
mounts in these financial statements are rounded to the nearest £.

The financial statements have been prepared under the historical cost convention.

Going concern

At the time of approving the financial statements, the directors have a reasonable expectation that the company
has adequate resources and has the continued support of the shareholder to continue in operational existence for
the foreseeable future. Thus the directors centinue to adopt the going concern bhasis of accounting in preparing the
financial statements. Additionally, there is a bank facility in place ensuring availability of rescurces.

Turnover

Turnover is recognised at the fair value of the consideration received or receivable for goods and services provided
in the normal course of business, and is shown net of VAT and other sales related taxes. The fair value of
consideration takes into account trade discounts, settlement discounts and volume rebates.

When cash inflows are deferred and represent a financing arrangement, the fair value of the consideration is the
present value of the future receipts. The difference between the fair value of the consideration and the nominal
amount received is recognised as interest income.

Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the goods
have passed to the buyer (usually on dispatch of the goods), the amount of revenue can be measured reliably, it is
probable that the ecancemic benefits associated with the transaction will flow to the entity and the costs incurred or
to be incurred in respect of the transaction can be measured reliably.

Revenue relating to the sale of goods whereby the buyer does not take immediate delivery of the goods is
recognised when the buyer takes title of the goods providing; the delivery is probable, the goods are on hand and
ready for delivery, the buyer acknowledges deferral of delivery and usual payment terms apply.

Revenue from contracts for the provision of professional services is recognised by reference to the stage of
completion when the stage of completion, costs incurred and costs to complete can be estimated reliably. Where
the outcome cannot be estimated reliably, revenue is recegnised only to the extent of the expenses recognised that
are recoverable.

Tangible fixed assets
Tangible fixed assets are initially measured at cost and subsequently measured at cost or valuation, net of
depreciation and any impairment losses.,

11 -




ZONES (UK) LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

1 Accounting policies {Continued)

Depreciation is recognised so as to write off the cost or valuation of assets less their residual values over their
useful lives on the following bases:

Fixtures, fittings & equipment 20% - 30% p.a. on cost
Computer equipment 33% p.a. on cost

The gain or loss arising on the disposal of an asset is determined as the difference between the sale proceeds and
the carrying value of the asset, and is credited or charged to profit or less.

1.5 Impairment of fixed assets
At each reporting period end date, the company reviews the carrying amounts of its tangible assets to determine
whether there is any indication that those assets have suffered an impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order to determine the extent of the impairment less (if any). Where
itis not possible to estimate the recoverable amount of an individual asset, the company estimates the recoverable
amount of the cash-generating unit to which the asset belongs.

Recognised impairment losses are reversed if, and only if, the reasons for the impairment loss have ceased to
apply. Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit)
is increased to the revised estimate cf its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been recognised for the
asset (or cash-generating unit) in prior years. A reversal of an impairment loss is recognised immediately in prafit or
loss, unless the relevant asset is carried at a revalued amount, in which case the reversal of the impairment loss is
treated as a revaluation increase.

1.6 Stocks
Stocks are stated at the lower of cost and estimated selling price less costs to complete and sell. Cost comprises
direct materials and, where applicable, direct labour costs and those overheads that have been incurred in bringing
the stocks to their present location and condition.

At each reporting date, an assessment is made for impairment. Any excess of the carrying amount of stocks over
its estimated selling price less costs to complete and sell is recognised as an impairment loss in profit or loss.
Reversals of impairment losses are also recognised in profit or loss.

1.7 Cash at bank and in hand
Cash and cash equivalents are basic financial assets and include cash in hand, deposits held at call with banks,
other short-term liquid investmenis with original maturities of three months or less, and bank overdrafts. Bank
overdrafts are shown within borrowings in current liabilities.

1.8 Financial instruments
The company has elected to apply the provisions of Section 11 ‘Basic Financial Instruments’ and Sectien 12 ‘Other
Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised in the company's balance sheet when the company becomes party to the
contractual provisions of the instrument.

Financial assets and liabilities are offset, with the net amounts presentad in the financial statements, when there is
a legally enforceable right to set off the recognised amounts and there is an intention to settle on a net basis or to
realise the asset and settle the liability simultaneously.

12 -




ZONES (UK) LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

1 Accounting policies {Continued)

Basic financial assets

Basic financial assets, which include debtors and cash and bank balances, are initially measured at transaction
price including transaction costs and are subsequently carried at amortised cost using the effective interest method
unless the arrangement constitutes a financing transaction, where the transaction is measured at the present value
of the future receipts discounted at a market rate of interest. Financial assets classified as receivable within one
year arg not amortised.

Other financial assets

Other financial assets, including investments in equity instruments which are not subsidiaries, associates or joint
ventures, are initially measured at fair value, which is normally the transaction price. Such assets are subsequently
carried at fair value and the changes in fair value are recognised in profit or loss, except that investments in equity
instruments that are not publicly traded and whose fair values cannot be measured reliably are measured at cost
less impairment.

Trade debtars, loans and other receivables that have fixed or determinable payments that are not quoted in an
active market are classified as loans and receivables’. Loans and receivables are measured at amortised cost
using the effective interest method, less any impairment.

Interest is recognised by applying the effective interest rate, except for short-term receivables when the recognition
of interest would be immaterial. The effective interest method is a method of calculating the amortised cost of a
debt instrument and of allocating the interest income over the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash receipts through the expected life of the debt instrument to the net
carrying amaunt on initial recognition.

Impairment of financial assets
Financial assets, other than those held at fair value through profit and loss, are assessed for indicators of
impairment at each reporting end date.

Financial assets are impaired where there is objective evidence that, as a result of ene or more events that
occurred after the initial recognition of the financial asset, the estimated future cash flows have been affected. If an
asset is impaired, the impairment loss is the difference between the carrying amount and the present value of the
estimated cash flows discounted at the asset's original effective interest rate. The impairment loss is recognised in
profit or loss.

If there is a decraase in the impairment less arising from an event oceurring after the impairment was recognised,
the impairment is reversed. The reversal is such that the current carrying amount does not exceed what the
carrying amount would have been, had the impairment not previously been recognised. The impairment reversal is
recognised in profit or loss.

Derecognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows frem the asset expire or are
settled, or when the company transfers the financial asset and substantially all the risks and rewards of ownership
to another entity, or if some significant risks and rewards of ownership are retained but control of the asset has
transferred to another party that is able to sell the asset in its entirety to an unrelated third party.

Classification of financial liabilities

Finangial liabilities and equity instruments are clessified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the assets of
the company after deducting all of its liabilities.

-13 -




ZONES (UK) LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

1.9

Accounting policies {Continued)

Basic financial liabilities

Basic financial liabilities, including creditors, bank loans, loans from fellow group companies and preference shares
that are classified as debt, are initially recognised at transaction price unless the arrangement constitutes a
financing transaction, where the debt instrument is measured at the present value of the future payments
discounted at a market rate of interest. Financial liahilities classified as payable within one year are not amortised.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers. Amounts payable are classified as current liabilities if payment is due within one year or
less. If not, they are presented as non-current liabilities. Trade creditors are recognised initially at transaction price
and subsequently measured at amortised cost using the effective interest method.

Other financial liabilities

Derivatives, including interest rate swaps and forward foreign exchange contracts, are not basic financial
instruments. Derivatives are initially recognised at fair value on the date a derivative contract is entered into and
are subsequently re-measured at their fair value. Changes in the fair value of derivatives are recognised in profit or
loss in finance costs or finance income as appropriate, unless hedge accounting is applied and the hedge is a cash
flow hedge.

Debt instruments that do not meet the conditions in FRS 102 paragraph 11.9 are subsequently measured at fair
value through profit or loss. Debt instruments may be designated as being measured at fair value through profit or
loss to eliminate or reduce an accounting mismatch or if the instruments are measured and their performance
evaluated on a fair value basis in accordance with a documented risk management or investment strategy.

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the assets of
the company after deducting all of its liabilities.

Derecognition of financial liabilities
Financial liabilities are derecognised when the company's contractual obligations expire or are discharged or
cancelled.

Equity instruments

Equity instruments issued by the company are recorded at the proceeds received, net of transaction costs.
Dividends payable on equity instruments are recognised as liabilities once they are no longer at the discretion of
the company.

Derivatives

Derivatives are initially recognised at fair value at the date a derivative contract is entered into and are
subsequently remeasured to fair value at each reporting end date. The resulting gain or loss is recognised in profit
or loss immediately unless the derivative is designated and effective as a hedging instrument, in which avent the
timing of the recognition in profit or loss depends on the nature of the hedge relationship.

A derivative with a pasitive fair value is recognised as a financial asset, whereas a derivative with a negative fair
value is recognised as a financial liability.

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recognised in profit
or loss immediately, together with any changes in the fair value of the hedged asset or liability that are attributable
to the hedged risk.

14 -




ZONES (UK) LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

Accounting policies {Continued)

Taxation
The tax expense represents the sum of the tax currently pavable and deferred tax.

Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in
the profit and less account because it excludes items of income or expense that are taxable or deductible in other
years and it further excludes items that are never taxable or deductible. The company’s liability for current tax is
calculated using tax rates that have been enacted or substantively enacted by the reporting end date.

Deferred tax

Deferred tax liabilities are generally recognised for all timing differences and defarred tax assets are 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. Such assets and liabilities are not recognised if the timing difference arises from goodwill or from
the initial recognition of other assets and liabilities in a transaction that affects neither the tax profit nor the
accounting profit.

The carrying amount of deferred tax assets is reviewed at each reporting end date and reduced to the extent that it
is no longer probable that sufficient taxable profits will be available to sllow all or part of the asset to be recovered.
Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the
asset is realised. Deferrad tax is charged or credited in the profit and loss account, except when it relates 1o items
charged or credited directly to equity, in which case the deferred tax is also dealt with in equity. Deferred tax assets
and liabilities are offset when the company has a legally enforceable right to offset current tax assets and liabilities
and the deferred tax assets and liabilities relate to taxes levied by the same tax authority.

Employee benefits
The costs of shart-term employee benefits are recognised as a liability and an expense, unless those costs are
required to be recognised as part of the cost of stock or fixed assets.

The cost of any unused holiday entitlement is recagnised in the period in which the employee's services are
received.

Termination benefits are recognised immediately as an expense when the company is demonstrably committed to
terminate the employment of an employee or to provide termination henefits.

Foreign exchange

Transactions in currencies other than pounds sterling are recorded at the rates of exchange prevailing at the dates
of the transactions. At each reporting end date, monetary assets and liabilities that are denominated in foreign
currencies are retranslated at the rates prevailing on the reporting end date. Gains and losses arising on translation
in the period are included in profit or loss.

Bill and hold

Under a hill-and-hold arrangement, the seller may have a performance obligation to act as the custedian for the
goods being held at its facility. If so, the seller may need to allocate a partion of the transaction price to the
custodial function, and recognize this revenue over the course of the custodial period.
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ZONES (UK) LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

2 Judgements and key sources of estimation uncertainty

In the application of the company's accounting policies, the directors are required to make judgements, estimates
and assumptions about the carrying amcunt of assets and liabilities that are not readily apparent from other
sources. The estimates and asscciated assumptions are based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised where the revision affects only that period, or in the
period of the revision and future periods where the revision affects hoth current and future periods.

The main estimates consist of;

Stock provisions

Inventories are valued at the lower of cost and net realizahle value, on a weighted average cost basis.
Slow-moving, obsolete or unsellable inventory are reviewed by management on a regular basis and a provision is
made if needed. This methodology could he affected if actual demand or usage were 1o be lower than estimated.

Bad debt provisions

We perform ongoing credit evaluations of our customers and grant credit based upon past payment history,
financial condition and anticipated industry conditions. Customer payments are regularly monitored and a provision
for doubtful accounts is established based upon specific situations and overall industry conditions. Hence the
provision is maintaincd for potential credit losses based upen management's assessment of the expected
collectability of all accounts receivable.

Depreciation

The company depreciates fixtures and fittings and computer equipment on a straight-line method over the estimated
uscful lives. The estimated uscful lives reflect the directors' estimate of the periods that the company intends to
derive fulure economic benefits from the use of these assets.

3 Turnover and other revenue

An analysis of the company's turnover is as follows:

2019 2018
£ £

Turnover analysed by class of business
Goods 66,256,243 59,887,349
Services 6,700,489 2,730,550

72,956,731 62,617,899

2019 2018
£ £

Other significant revenue
Interest income 4,466 -
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ZONES (UK) LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

3 Turnover and other revenue {Continued)
2019 2018
£ £

Turnover analysed by geographical market
United Kingdom 34,526,841 33,973,233
Eurcpean Union 37,583,439 25,811,557
Qther 846,451 2,833,109

72,966,731 62,617,899

4 Operating profit

2019 2018
Operating profit for the year is stated after charging/{crediting): £ £
Exchange gains (157,361) (91,186)
Fees payable to the company's auditar for the audit of the company's financial
statements 23,275 14,683
Depreciation of owned tangible fixed assets 120,970 113,484
Cost of stocks recognised as an expense 64,928,658 55,306,220

Exchange differences recognised in profit or loss during the year, except for those arising on financial instruments
measured at fair value through profit or loss, amounted to £157,361 (2018 - £91,186).

5 Employees

The average monthly number of persons (including directors) employed by the company during the year was:

2019 2018

Number Number

Directors 4 4

Administration 39 3

Sales 18 19

Warehouse 6 9

Total 67 63
Their aggregate remuneration comprised:

2019 2018

£ £

Wages and salaries 4,805,169 4,981,095

Social security costs 513,064 563,107

5,318,233 5,544,202
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ZONES (UK) LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

[ Directors' remuneration

Remuneration for qualifying services

Remuneration disclosed above include the following amounts paid to the highest paid director:

Remuneration for qualifying services

7 Interest receivable and similar income

Interest income
Interest on bank deposits
Other interest income

Total income

Investment income includes the following:

Interest on financial assets not measured at fair value through profit or loss

8 Interest payable and similar expenses

Interest on financial liabilities measured at amortised cost:
Interest on bank overdrafts and lcans

9 Taxation
Current tax
UK corporation tax on profits for the current pericd
Deferred tax

Origination and reversal of timing differences

Total tax charge

2019 2018
£ £
555,427 512,500
2019 2018

£ £
375,635 371,000
2019 2018

£ £

1,160 -
3,306 -
4,466 N
1,160 -
2019 2018

£ £
155,576 143,171
2019 2018

£ £
242,112 109,778

4,947 (1,795)

247,059

107,983
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ZONES (UK) LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2019

9

10

Taxation

{Continued)

The actual charge for the year can be reconciled to the expected charge for the year based on the profit or loss and

the standard rate of tax as follows:

Profit before taxation

Expected tax charge based on the standard rate of corporation tax in the UK of

12.00% (2018: 19.00%)

Tax effect of expenses that are not deductible in determining taxable profit

Double tax relief

Permanent capital allowances in excess of depreciaticn

Change in deferred tax provision

Taxation charge for the year

Tangible fixed assets

Cost

At 1 January 2012
Additions
Disposals

At 31 December 2019
Depreciation and impairment
At 1 January 2019

Depreciation charged in the year
Eliminated in respect of disposals

At 31 December 2018

Carrying amount
At 31 December 2012

At 31 December 2018

2019 20138
£ £
1,286,353 548,587
244 407 104,232
35,243 -
{3,262) -
(34,276) 5,546
4,947 (1,795)
247,059 107,983
Fixtures, fittings Computer Total
& equipment equipment
£ £ £
404,827 987,102 1,391,929
8,213 148,572 156,785
(309,972) (756,918) (1,066,890}
103,068 378,756 481,824
335,385 883,753 1,219,138
13,944 107,026 120,970
(263,361)  (756,611) (1,049,972)
55,968 234,168 290,136
47,100 144,588 191,688
69,442 103,349 172,791
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ZONES (UK) LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

11  Stocks

Finished goods and goods for resale

12  Debtors
Amounts falling due within one year:
Trade debtors

Other debtors
Prepayments and accrued income

13 Creditors: amounts falling due within one year

Bank loans and overdrafts

Trade creditors

Corporation tax

Other taxation and social security
Accruals and deferred income

14 Loans and overdrafts

Bank facility

Payable within one year

Notes

14

2019 2018

£ £
2,071,449 1,517,059
2019 2013

£ £
8,449,094 9,236,707
1,232,368 717,391
1,633,935 1,281,283
11,315,397 11,235,381
2019 2018

£ £
2,530,881 3,487,831
7,349,371 6,290,379
242,112 109,778
137,501 121,795
746,653 871,488
11,006,518 10,881,271
2019 2018

£ £
2,530,881 3,487 831
2,530,881 3,487,831

The bank facility is secured by way of a fixed and floating charge over the company's assets and a guarantee of

$1million from Zones Inc.
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ZONES (UK) LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

15  Provisions for liabilities

2019 2018
Notes £ £
Deferred tax liabilities 16 15,981 7,904

16 Deferred taxation

Deferred tax assets and liabilities are offset where the company has a legally enforceatle right to do sc. The
following is the analysis of the deferred tax halances (after offset} for financial reporting purposes:

Liabilities Liabilities

2019 2018

Balances: £ £
ACAs 15,981 7,904
2019

Movements in the year: £
Liability at 1 January 2019 7,904
Charge to profit or loss 8,077

Liability at 31 December 2019 15,981

The deferred tax liability set out above is expected to reverse within 12 months and relates to accelerated capital
allowances that are expected to mature within the same period.

17  Share capital

2019 2018
£ £
Ordinary share capital
Issued and fully paid
520,000 A Ordinary shares of £1 each 520,000 520,000
346,666 B Ordinary shares of £1 each 346,666 346,666

866,666 866,666

Each Ordinary A and each Ordinary B share is entitled to one vote in any circumstances.
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ZONES (UK) LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2019

18  Operating lease commitments

At the reporting end date the company had outstanding commitments for future minimum lease payments under

non-cancellable operating leases, which fall due as follows:

2019 2018
£ £
Within one year 545,925 535,272
Between two and five years 25,625 511,050
571,553 1,046,322
19  Related party transactions
Remuneration of key management personnel
The remuneration of key management personnel is as follows.
2019 2018
£ £
Aggregate compensation 930,859 826,512
Transactions with related parties
During the year the company entered into the following transactions with related parties:
Sale of goods Purchase of goods
2019 2018 2019 2018
£ £ £ £
Entities with control, joint control or significant
influence over the company 31,718 445,172 579,206 -
31,718 445172 579,206 -

The following amounts were outstanding at the reporting end date:

Entities with control, joint control or significant
influence over the company

No guarantees have been given or received.

Amounts owed to related

parties
2019 2018
£ £
(214,827) (322,114)
(214,827) (322,114)

-22 -




ZONES (UK) LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

20 Directors' transactions

City Consortium UK Limited, a company controlled by AD Kaye, was paid sales consultancy fees of £79,750 (2018:
£80,500} during the year. At the year end the balance owed was £Nil (2018: £Nil).

At the year end AD Kaye owed the company £135,562 (2018: £10,927) in respect of a loan, interest at which is
charged at 2.5% amounting to £3,306.

21 Ultimate controlling party
The immediate parent undertaking is Zones {EMEA) Limited, a company incorpoerated in the UK.
The ultimate controlling party is F Lalji (Director).

22  Post reporting date events
There are no post reporting date events to report.

23  Cash generated from operations

2019 2013
£ £

Profit for the year after tax 1,039,294 440,604
Adjustments for:
Taxation charged 247,059 107,983
Finance costs 155,876 143,171
Investment income (4,466) -
Depreciation and impairment of tangible fixed assets 120,970 113,484
Movements in working capital:
(Increase) in stocks (554,390) (327,450)
Decrease in debtors 44.619 1,433,771
Increase in creditors 949,863 949,514
Cash generated from operations 1,998,825 2,861,077

24  Analysis of changes in net debt
1 January 2019 Cash flows 31 December

2019

£ £ £

Cash at bank and in hand 728 519,315 520,043
Bank overdrafts (3,487,831) 956,950 (2,530,881)

(3.487,103)  1.476,265  (2,010,838)
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