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Blackcircles.com Limited
S}rategic Report
)

’,/ The directors, in preparing this strategic report, have complied with s414C of the Companies Act 2006.

Review of the business

The financial results of the company reflect the successful execution of the business strategy to deliver profitable
growth. The continued focus on delivering the utmost level of customer service helped serve a growing number of
customer advocates for the business and further secured the position as online market leader in an increasingly
competitive landscape as more customers are attracted online within the motor industry.

Growth in absolute numbers of new and returning customers to the website, alongside incremental growth in
conversion online, supported double digit growth annually, with revenues 12% up year on year and both PBIT and
EBITDA circa £1m ahead of 2018 comparatives.

The International footprint of the business was expanded during 2020, with tyre sales growth in each of the live
International sites and positive results for these revenue channels. We will continue to expand this revenue
opportunity with additional International franchisee sites in the pipeline for 2020.

Key performance indicators

The following indicators are regarded by the Board as the most important in external reporting, excluding exceptional

items:
2019 2018

Revenue £72,456,372 £64,569,317
—————————| Earnings —before —Interest,--Tax,-|-£2,518,420 —— ____ _|.£1,562,944

Depreciation and Amortisation

Profit Before Tax £2,168,325 £1,176,425

Cash at bank and in hand £6,942,926 £2,744,537

Net assets £1,726,600 £160,486

Principal risks and uncertainties
The principal risks and uncertainties facing the Company are as follows:

Competition in the UK retail tyre market —the Company strives to provide customers with the best value in the UK
market and takes active steps to monitor competitor activity, while optimising our own offer to stay ahead.

Quality of service to our customers — the Company monitors customer service rigorously including the service
standards offered by our fitting partners across the UK and takes action to ensure that the requisite standards are
enforced.

Brand and reputation — the Company invests in marketing and brand positioning and takes care to ensure that quality
standards are applied across the business to control the risk of reputational or brand damage.

Operation of ICT systems — the Company depends on leading-edge infrastructure and has taken steps to protect the
systems from damage whether by external sources or through misuse, including the introduction of disaster recovery
facilities.

Supply and Logistics — The Company works closely with our tyre suppliers and logistics partners in order to mitigate
the risk of products not being available to our'customers when they require them.



(J
Bla\ckcircles.com Limited

S

S}rategic report (continued)

Principal risks and uncertainties (continued)

People — The Company recognises the critical importance of our management and staff to the success and sustainability
of the business and takes appropriate steps to ensure that the health and safety of our people are carefully looked after
and that competitive financial terms are offered, including appropriate incentive arrangements.

Adequacy of cash — the Company operates in a cash positive manner and has no debt nor any debt facilities on which
it is reliant. Cash flow is carefully managed to ensure that our suppliers are paid on time from profitable revenue
generation.

Brexit - The current situation with regards to Brexit creates some uncertainty for the company, although with relatively
low risk. The directors are confident that the company is in a strong position to react quickly at the appropriate time
when the future UK/EU relationship becomes clear, in order to continue to provide the highest levels of services to their
customers.

Future developments

The successful delivery of profitable growth through 2019 by méintaining a customer centric strategy, has determined
the business expectations for 2020, of at least matched growth in revenue and of profit for the coming year.

The International franchisee programme will continue in its development through 2020.

Primary attention for Blackcircles.com Limited will be on maintaining and growing our UK footprint as the largest
National garage network of independent garages, maintaining emphasis on quality and convergence of goals and
focus on customer experience. The directors are confident that this approach will further establish an advantage in the
marketplace, and secure future growth and profitability, whilst managing standards upwards within the industry.

As explained in the Going concern section in the Directors' report, the COVID-19 outbreak and resulting measures
taken by the UK government to contain the virus and restrict mobility, have negatively impacted the Company's sales
revenues in the first half of the year 2020.

COVID-19 as a single event has impacted the company’s revenue opportunities and has created the need to reforecast
expectations for the calendar year 2020. Though COVID 19 had a material impact on sales revenues, the continued
ease of lockdown restrictions within the UK have seen the business recover to levels similar to 2019. New budget and
forecasts were prepared which continue to expect a strong profit for the year ahead 0of 2019 levels (with main assumption
of no second lockdown imposed in the country)

Approved by the board of directors and signed on its behalf by on 22 October 2020:

e CLR

Graeme Cole

Director
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Blackcircles.com Limited

Directors’ Report

The directors present their annual report on the affairs of the Company, together with the audited financial statements
for the year ended 31 December 2019.

The Strategic Report on pages 2 to 3 contains the information required to be presented under section 414C(11) of the
Companies Act 2006 in this Directors’ Report.

Future developments and events after the balance sheet date

Details of future developments can be found in the Strategic Report on page 3 and form part of this report by cross-
reference.

Going concern

The directors have a reasonable expectation that the Company has adequate resources to continue in operational
existence for the foreseeable future. Thus, they continue to adopt the going concern basis in preparing the annual
financial statements.

The COVID-19 outbreak has developed rapidly in 2020 causing a reduction is sales volumes through Q2 vs our original
plans prepared at the beginning of the year. The Directors are confident that the adverse trading conditions throughout
Lockdown in the UK have not impacted business operations or sales recovery strategies to the level where the company
is unable to adopt the going concern basis for preparing the financial statements. The company maintained profitable
status throughout the months where sales were most impacted and mobility restricted. In Q3 to date, the results have
been positive, with sales volume recovery strong and ahead of 2019.

To minimise the financial impact of COVID-19, the company has taken additional steps to ensure its finances remain
in good health. This has involved strict cost controls to limit cash consumption for the duration of the crisis and taking
advantage of the various exceptional measures introduced by the UK government.

Financial risk management objectives and policies

The Company’s activities expose it to a limited number of financial risks including price risk, foreign exchange risk,
credit risk and liquidity risk. The Company uses no financial derivative products.

Price risk

The Company operates a just in time model for stock purchases. This exposes the company directly to price changes
from the supply chain. The company manages this supply cost risk by entering commercially beneficial supply
contracts, maintaining positive relationships with suppliers and managing gross margin.

Foreign exchange risk

The Company’s activities expose it primarily to the financial risks of changes in foreign currency exchange rates on
foreign currency cash balances and on supply which is sourced from out with the UK. The Company manages this input
cost risk actively along with management of the Company’s gross margin.

Credit risk

The Company’s principal financial assets are bank balances and cash with only limited trade and other receivables and
accordingly credit risk is not material. The credit risk on liquid funds is limited because the counterparties are banks
with high credit-ratings assigned by international credit-rating agencies.

Liquidity risk

In order to maintain liquidity to ensure that sufficient funds are available for ongoing operations and future

developments, the Company manages its cash balances carefully. The Company has no debt and no reliance on debt
facilities.

Dividends
The directors do not recommend a final dividend for 2019 (2018: £0).
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Blackcircles.com Limited

Directors’ Report (continued)

Directors
The directors, who served throughout the year and to the date of this report are:

Eric Chaniot
Graeme Cole
Gary Guthrie

Directors indemnities

The Company has made qualifying third party indemnity provisions for the benefit of its directors which were made
during the year and remain in force at the date of this report.

Political contributions

No political donations were made by the Company (2018: £Nil).

Independent Auditors
Each of the persons who is a director at the date of approval of this report confirms that:

o 5o far as the directors are aware, there is no relevant audit information of which the Company's auditors are unaware;
and

o the directors have taken all the 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.

This confirmation is given and should be interpreted in accordance with the provisions of s418 of the Companies Act
2006.

The company has decided to change its auditors, therefore PricewaterhouseCoopers LLP will not be seeking re-
appointment at the end of their term of office. Deloitte LLP have indicated their willingness to act as the company’s
auditors and a resolution for their appointment will be proposed at the Annual General Meeting.

Approved by the Board and signed on its behalf by on 220ctober 2020

Graeme Cole

Director
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Directors’ responsibilities statement

The directors are responsible for preparing the Annual Report and the financial statements in accordance with applicable
law and regulation. :

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors
have prepared the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable in the UK
and Republic of Ireland”, and applicable law).

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 company and of the profit or loss of the company for that period. In

preparing the financial statements, the directors are required to:

select suitable accounting policies and then apply them consistently;
state whether applicable United Kingdom Accounting Standards, comprising FRS 102, have been followed,
subject to any material departures disclosed and explained in the financial statements;
make judgements and accounting estimates that are reasonable and prudent; and
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.

The directors 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

The Director’s responsibilities were approved by the board on 220ctober 2020 and signed on its behalf by:

Graeme Cole

Director



| Independent auditors’ report to the members of
Blackcircles.com Limited

Report on the audit of the financial statements

Opinion

In our opinion, Blackcircles.com Limited’s 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 (United Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland”, and applicable law); and

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

We have audited the financial statements, included within the Annual report and financial statements (the “Annual
Report”), which comprise: the balance sheet as at 31 December 2019; the statement of comprehensive income and the
statement of changes in equity for the year then ended; and the notes to the financial statements, which include a
description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable
law. Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the
financial statements section of our report. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our audit of
—the financial statements in the UK; which includes the FRC’s Ethical Standard; and we have fulfilled our other ethical

responsibilities in accordance with these requirements.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which ISAs (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 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.

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the
company’s ability to continue as a going concern.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and
our auditors’ report thereon. The directors are responsible for the other information. Our opinion on the financial
statements does not cover the other information and, accordingly, we do not express an audit opinion or, except to the
extent otherwise explicitly stated in this report, any form of assurance 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 an apparent material
inconsistency or material misstatement, we are required to perform procedures to conclude whether there is a material
misstatement of 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 based on these responsibilities.

With respect to the Strategic Report and Directors’ Report, we also considered whether the disclosures required by the
UK Companies Act 2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK) require us
also to report certain opinions and matters as described below.
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Independent auditors’ report to the members of
Blackcircles.com Limited (continued)

Strategic Report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic Report
and Directors’ Report for the year ended 31 December 2019 is consistent with the financial statements and has been
prepared in accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its environment obtained in the course of the audit,
we did not identify any material misstatements in the Strategic Report and Directors’ Report.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Directors’ Responsibilities Statement set out on page 6, the directors are responsible for
the preparation of the financial statements in accordance with the applicable framework and for being satisfied that
they give a true and fair view. The directors are also responsible for such internal control as they determine is necessary
to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or
€erTor.

In preparing the financial statements, the directors are responsible 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.

Auditors’ 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 auditors’ 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 description of our responsibilities for the audit of the financial statements is located on the FRC’s website at:
www.fre.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these’
opinions, accept or assume responsibility for any other purpose or to any other person to whom this report is shown or
into whose hands it may come save where expressly agreed by our prior consent in writing.



Iridependent auditors’ report to the members of
Blackcircles.com Limited (continued)

Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:

¢ we have not received all the information and explanations we require for our audit; or

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

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

e the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

=

Paul Cheshire (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Edinburgh :

22 October 2020



Blickeircles.com Limited

Statement of Comprehensive Income
5 For the year ended 31 December 2019

2019 2018
£ £

72,456,372 64,569,317
(60,910,620) (55,314,452)

11,545,752 9,254,865

(10,939,656) (8,919,804)
1,540,162 821,959

2,146,258 1,157,020

22,067 19,405

2,168,325 1,176,425

(447276)  (180,995)

Note
Turnover 4
Cost of Sales
Gross profit
Administrative expenses
Other operating income
Operating profit
Interest receivable and similar income 5
Profit before taxation 6
Tax on profit 8
Profit for the financial year 16

1,721,049 995,430

The results for the current and prior year have been derived from wholly continuing activities.

The accompanying notes form an integral part of these financial statements.

10



Blackceircles.com Limited

Balance sheet
As at 31 December 2019

2019 2018
Note £ £

Fixed assets
Intangible assets 9 730,382 516,485
Tangible assets 10 392,453 451,415

1,122,835 967,900

Current assets

Stock 11 279,021 182,742
Debtors (including £127,716 (2018: £87,495) due after one ‘

year) 12 ’ 6,394,810 6,740,498
Cash at bank and in hand 6,942,926 2,744,537

13,616,757 9,667,777

Creditors: Amounts falling due within one year 13 (11,890,157) (9,507,291)
Net current assets/ (liabilities) 1,726,600 160,486
Total assets less current liabilities 2,849,435—1;128;386
Net assets 2,849,435 1,128,386

Capital and reserves

Called up share capital 15 100 100
Merger reserve 16 37,475 37,475
Profit and loss account 16 2,811,860 1,090,811
Total Shareholder’s funds 2,849,435 1,128,386

The financial statements of Blackcircles.com Limited, registered number SC224310, were approved by the board of
directors and authorised for issue on 220ctober 2020. They were signed on its behalf by:

S T

Graeme Cole Director

11



Blackcircles.com Limited

Statement of changes in equity
For the year ended 31 December 2019

Called up Profit and
share Merger Loss Total
capital reserve account
Note £ £ £ £

Balance as at 1 January 2018 - 100 37,475 95,381 132,956
Profit for the year - - 995430 995430
Balance as at 31 December 2018 100 37,475 1,090,811 1,128,386
Balance. as at-1.January.2019 100 37,475 1;090;811—— 1;128;386
Profit for the year - - 1,721,049 1,721,049
Balance as at 31 December 2019 100 37,475 2,811,860 2,849,435

12



Blackcircles.com Limited

~Notes to the financial statements
For the year ended 31 December 2019

1. General information

Blackcircles.com Limited (‘the company’) provides an online tyre supply and fitting service to consumers, supported
by a national garage network, selling primarily to UK.

The company is a private company, limited by shares and is incorporated and domiciled in Scotland. The address of
its registered office is Tanfield, 1 Inverleith Row, Edinburgh, EH3 5DA.

2.  Statement of compliance

The individual financial statements of Blackcircles.com Limited have been prepared in compliance with United
Kingdom Accounting Standards, including Financial Reporting Standard 102, “The Financial Reporting Standard
applicable in the United Kingdom and the Republic of Ireland” (“FRS 102”) and the Companies Act 2006.

3. Accounting policies

The principal accounting policies applied in the preparation of these financial statements are set out below. These
policies have been applied consistently to all of the years presented, unless otherwise stated. The company has
adopted FRS 102 in these financial statements.

Basis of Preparation - _

These financial statements are prepared on a going concern basis, under the historical cost convention and in
accordance with applicable United Kingdom accounting standards.

The preparation of financial statements in conformity with FRS 102 requires the use of certain critical accounting
estimates. It also requires management to exercise its judgement in the process of applying the company’s accounting
policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates
are significant to the financial statements are disclosed in accounting policies.

Going concern

The Company’s business activities, together with the factors likely to affect its future development, performance and
position are set out in the Strategic Report. The Strategic and Directors’ Report also describe the Company’s
objectives, policies and processes for managing its capital; its financial risk management objectives; and its exposure
to credit risk and liquidity risk.

The directors have a reasonable expectation that the Company has adequate working capital to continue trading for
the foreseeable future. Thus, they continue to adopt the going concern basis of accounting in preparing the annual
financial statements.

The directors have considered the future financial impact to the Company of the Coronavirus as disclosed in the
Directors' Report, and although the likely full impact is unknown, and at this stage is not possible to quantify, it is not
expected to materially impact on the operations or financial position of the Company.

Exemptions for qualifying entities under FRS 102

FRS 102 allows a qualifying entity certain disclosure exemptions under paragraph 1.12 of FRS 102. The company has
taken advantage of the following available exemptions for qualifying entities:

e Exemption from preparing a cash flow statement
e Disclosures in respect of financial instruments
¢ Disclosures in respect of key management personnel compensation

13



Blackcircles.com Limited

Notes to the financial statements
For the year ended 31 December 2019 (continued)

3. Accounting policies (continued)

Intangible fixed assets

Computer software is stated at cost less accumulated amortisation and accumulated impairment losses. Software is
amortised over its estimated useful life, of between 3 and 5 years, which is based on historical experience of similar
assets and their useful life, on a straight-line basis.

Where factors, such as technological advancement or changes in market price, indicate that residual value or useful
life have changed, the residual value, useful life, or amortisation rate are amended prospectively to reflect the new
circumstances.

Intangible assets under development are stated at cost. These assets are not amortised until they are available for use.
The assets are reviewed for impairment if the above factors indicate that the carrying amount may be impaired.
Tangible fixed assets

Tangible fixed assets are stated at cost (or deemed cost) less accumulated depreciation and accumulated impairment
losses. Cost includes the original purchase price, costs directly attributable to bringing the asset to its working
condition for its intended use, dismantling and restoration costs and borrowing costs capitalised.

(a) Fixtures, fittings and equipment and computer hardware

Fixtures, fittings and equipment and computer hardware are stated at cost less accumulated depreciation and
accumulated impairment losses.

(b) Depreciation and residual values

Depreciation on assets is calculated using the straight-line method, to allocate the cost of their residual values
over their estimated useful lives, as follows:

Fixtures, fitting and equipment 20% - 50% per annum
Computer hardware 20% - 33% per annum

The assets residual values and useful lives are reviewed, and adjusted, if appropriate, at the end of each reporting
period. The effect of any change is accounted for prospectively.

(c) Subsequent additions and major components

Subsequent costs, including major inspections, are included in the assets carrying amount or recognised as a
separate asset, as appropriate, only when it is probable that economic benefits associated with the item will flow
to the company and the cost can be measured reliably.

The carrying amount of any replaced component is derecognised. Major components are treated as a separate
asset where they have significantly different patterns of consumption of economic benefits and are depreciated
separately over its useful life.

Repairs, maintenance and minor inspection costs are expensed as incurred.

14
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Blackceircles.com Limited

Notes to the financial statements
For the year ended 31 December 2019 (continued)

3. Accounting policies (continued)
(d) Derecognition

Tangible assets are derecognised on disposal or when no future economic benefits are expected. On disposal, the
difference between the net disposal proceeds and the carrying amount is recognised in profit and loss and included in
‘Other operating (Losses)/Gains’ if applicable.

Website development costs

Design and content development costs are capitalised only to the extent that they lead to the creation of an enduring
asset delivering benefits at least as great as the amount capitalised. If there is insufficient evidence on which to base
reasonable estimates of the economic benefits that will be generated in the period until the design and content are next
updated, the costs of developing the design and content are charged to the profit and loss account as incurred.
Capitalised amounts are recognised as computer software within intangible fixed assets.

Stock

Stocks are stated at the lower of cost and estimated selling price less costs to complete and sell. Stocks are recognised
as an expense in the period in which the related revenue is recognised. Cost includes the purchase price, transport and
handling directly attributable to bringing the stock to its present location and condition. At the end of each reporting

period, stocks are assessed for impairment. If an item of stock is impaired, the identified stock is reduced to its.selling

—price |éss costs to complete and sell and a—ﬁ—irﬁpairment charge is recognised in the profit and loss account.

Taxation

Taxation expense for the period comprises current and deferred tax recognised in the reporting period. Tax is
recognised in the profit and loss account, except to the extent that it relates to items recognised in other
comprehensive income or directly in equity. In this case tax is also recognised in other comprehensive income or
directly in equity respectively.

Current or deferred taxation assets are not discounted.

(a) Current tax

Current tax is the amount of income tax payable in respect of the taxable profit for the year or prior years. Tax is
calculated on the basis of tax rates and laws that have been enacted or substantively enacted by the period end.
Management periodically evaluates positions taken in tax returns with respect to situations in which applicable
tax regulation is subject to interpretation. It establishes provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities.

(b) Deferred tax

Deferred tax arises from timing differences that are taxable profits and total comprehensive income as stated in
the financial statements. These timing differences arisé from the inclusion of income and expenses in tax
assessments in the periods different from those in which they are recognised in the financial statements.

Deferred tax is recognised on all timing differences at the reporting date except for certain exceptions.
Unrelieved tax losses and other deferred tax assets are only recognised when it is probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits.

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

15




Blackcircles.com Limited

i\Iotes to the financial statements
For the year ended 31 December 2019 (continued)

3. - Accounting policies (continued)

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and represents the amount
receivable for goods supplied or services rendered, net of returns, discounts and value added taxes.

The company recognises revenue when (a) the significant risks and rewards of ownership have been transferred to
the buyer; (b) the company retains no continuing involvement or control over the goods; (c) the amount of revenue
can be measured reliably; (d) it is probable that future economic benefits will flow to the entity and (¢) when the
specific criteria relating to each of the company’s sales channels have been met, as described below.

(a) Sale of goods - internet based transactions

The company sells goods via its website for delivery to the customer or to a garage partner within the
company’s garage network for fitting to the customer vehicle. Revenue is recognised when the risks and
rewards of the inventory is passed to the customer. For deliveries to the customer this is at the point of
acceptance of the goods by the customer and for fitted orders, this is once the fitting service has been
completed.

(b) Other income

The company receives further income from partners in relation to marketing campaigns or Network program.

Additionally, this category.includes.revenue generated_from.the International.franchisees —

Employee Benefits

The company provides a range of benefits to employees, including annual bonus arrangements, paid holiday
arrangements and defined contribution pension plans.

(a) Short term benefits

Short term benefits, including holiday pay and other similar monetary benefits, are recognised as an expense in
the period in which the service is received.

(b) Defined contribution pension plans

The company operates a defined contribution plan for its employees. A defined contribution plan is a pension
plan under which the company pays fixed contributions into a separate entity. Once the contributions have been
paid the company has no further payment obligations. The contributions are recognised as an expense when
they are due. Amounts not paid are shown in accruals in the balance sheet. The assets are held separately from
the company in independently administered funds.

16



Blackcircles.com Limited

Notes to the financial statements
For the year ended 31 December 2019 (continued)

3. Accounting policies (continued)

Foreign currency
The company’s functional and presentation currency is the pound sterling.

At each period end, foreign currency monetary items are translated using the closing rate. Non-monetary items
measured at historical cost are translated using the exchange rate at the date of the transaction and non-monetary
items measured at fair value are measured using the exchange rate when fair value was determined.

Foreign exchange gains and losses resulting from the settlement of transactions and from the translation at period
end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the profit
and loss account.

Leased Assets

At inception the company assesses agreements that transfer the right to use assets. The assessment considers
whether the arrangement is, or contains, a lease based on the substance of the arrangement.

(a) Operating leased assets

Leases that do not transfer all the risks and rewards of ownership are classified as operating leases. Payments
" under operating leases are charged to the profit and loss account on a straight-line basis over the period of the

lease:

Incentives received to enter into an operating lease are credited to the profit and loss account, to reduce the
lease expense, on a straight-line basis over the period of the lease.

The company has taken advantage of the exemption in respect of lease incentives on leases in existence on the
date of transition to FRS 102 (1 January 2014) and continues to credit such lease incentives to the profit and
loss account over the period to the first review date on which the rent is adjusted to market rates.

Cash flow statement

The Company, being a subsidiary undertaking where 90% or more of the voting rights are controlled within the
Group whose consolidated financial statements which include a consolidated cash flow statement are publicly
available, is exempt from the requirement to draw up a cash flow statement in accordance with paragraph 1.12 of
FRS 102.

Financial Instruments
The company has chosen to adopt section 11 and 12 of FRS 102 in respect of financial instruments.
(a) Financial assets

Basic financial assets, including trade and other debtors and cash and bank balances, are initially recognised at
transaction price, 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.
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Blackcircles.com Limited

'Notes to the financial statements
For the year ended 31 December 2019 (continued)

3. Accounting policies (continued)
(a) Financial assets (continued) ’
Such assets are subsequently carried at amortised cost using the effective interest rate method.

At the end of each reporting period financial assets measured at amortised cost are assessed for objective
evidence of impairment. 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 now recognised in profit or loss.

If there is a decrease in the impairment loss arising from an event occurring 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 is recognised in the profit and loss.

Financial assets are derecognised when (a) the contractual rights to the cash flows from the asset expire or are
settled, or (b) substantially all of the risks and rewards of ownership of the asset are transferred to another party
who has the practical ability to unilaterally sell the asset to an unrelated party without imposing additional
restrictions. _

(b) Financial liabilities

Basic financial liabilities, including trade and other creditors and loans from fellow group companies 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-receipts discounted at-a-market rate of interest:

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
the business from suppliers. Accounts 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 rate method.

Financial liabilities are derecognised when the liability is exhausted, that is when the contractual obligation is
discharged, cancelled or expires.

Related party transactions

The company discloses transactions with related parties which are not wholly owned within the same Group. Where
appropriate, transactions of a similar nature are aggregated unless, in the opinion of the directors, separate
disclosure is necessary to understand the effect of the transactions on the company financial statements.

The Company has taken advantage of the exemption available in section 33 of FRS 102, “Related Party
Disclosures”, and has not disclosed details of transactions with group companies on the grounds that the Company
is a wholly owned subsidiary where consolidated financial statements are publicly available.

Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new ordinary shares
or options are shown in equity as a deduction, net of tax, from the proceeds.

Cash and cash equivalents
Cash and cash equivalents include cash at bank and in hand and cash pooling.
Distributions to equity holders

Dividends and other distributions to the Company’s shareholders are recognised as a liability in the financial
statements in the period in which the dividends and other distributions are approved by the shareholders. These
amounts are recognised in the statement of changes in equity.
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(? | Notes to the financial statements
°  For the year ended 31 December 2019 (continued)

3. Accounting policies (continued)

Critical accounting judgements and estimation uncertainty

Estimates and judgements are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.

Key accounting estimates and assumptions

The company makes estimates and assumptions concerning the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year are
addressed below:

(a) Useful economic lives of tangible assets

The annual depreciation charge for tangible assets is sensitive to changes in the estimated useful economic
lives and residual values of the assets. The useful economic lives and residual values are re-assessed annually.
They are amended when necessary to reflect current estimates, based on technological advancement, future
investments, economic utilisation and the physical condition of the assets. See note 10 for the carrying amount
of the property, plant and equipment, and note 3, accounting policies, for the useful economic lives of each
class of assets.

4. Turnover

All sales are attributable to the Company’s principal activity, online tyre sales, and were generated within the
United Kingdom.

Franchise fees payable by our Premier Partner fitting network are included within turnover.

S. Interest receivable and similar income
2019 2018
£ £
Bank interest received 10,586 2,680
Group interest 11,481 16,725
22,067 19,405
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Notes to the financial statements
For the year ended 31 December 2019 (continued)

6. Profit before taxation

Profit before taxation is stated after charging:

Depreciation of tangible fixed assets
Amortisation of intangible fixed assets
Operating lease rentals:

Plant and machinery

Property

The analysis of the auditors’ remuneration is as follows:

Fees payable to the Company’s auditors for the audit of the
Company’s annual financial statements

Total audit fees

2019 2018

£ £
154,158 181,616
218,004 224,308
58,312 37,840
266,256 233,819
2019 2018

£ £
32,363 27,965
32,363 27,965

The audit fee’s payable include £3,000 (2018: £0) paid on behalf of the company’s parent company, Black Circles

Holdings Limited.

7. Staff costs

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

By activity:

Paid Directors
Non-paid Directors
Operations
Administration

Their aggregate remuneration comprised:

Wages and salaries
Soctal security costs
Other pension costs (see note 18)

2019 2018

No. No.

1 1

2 2

45 37

17 19

65 59

2019 2018

£ £
2,838,881 2,126,497
250,297 183,386
190,030 140,235
3,279,208 2,450,118

20



3

e

e «
o } >

;Blackcircles.com Limited

v

Notes to the financial statements
For the year ended 31 December 2019 (continued)

7. Staff costs (continued)

2019 2018
£ £
Total Directors’ remuneration
Aggregate Emoluments 246,431 135,946
Company contributions to defined contribution pension
scheme — 1 director (2018: 1 director) 14,266 11,191
The fees above of the director of the parent company, Black Circles Holdings Limited, were borne by
Blackcircles.com Limited (2018: 1 director).
8. Tax on profit
The tax charge comprises:
2019 2018
£ £
Current tax
UK corporation tax on profits for the period ' 454,919 174,533
Adjustment in respect of previous periods 32,578 -
Total current tax 487,497 174,533
Deferred tax
Origination and reversal of timing differences . (30,181) 49,807
Adjustment in respect of previous periods (13,217) (38,102)
Effect of changes in tax rates 3,177 (5,243)
Total deferred tax (40,221) 6,462
Total tax on profit . 447,276 180,995
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Notes to the financial statements
For the year ended 31 December 2019 (continued)

The charge for the year can be reconciled to the profit per Statement of Comprehensive Income as follows:

2019 2018
£ £
Profit before tax 2,168,325 1,176,425
Tax at standard UK corporation tax rate of 19.00% (2018: 19%) 411,982 223,521
Effects of:
Expenses not deductible 12,757 4,453
Effects of group relief - (3,632)
Adjustment from previous periods 19,360 (38,102)
Change in tax rates 3,177 (5,245)
Total charge for the period 447,276 180,995

In the March 2020 Budget, the Government announced that from April 2020 the corporation tax rate would remain at
19% (rather than reducing to 17%, as previously enacted). As the proposal to keep the rate at 19% had not been
substantively enacted at the Balance sheet date its effects are not included in the financial statements. The effect of

such changes would not have had a material impact on the financial statements.

9. Intangible assets
Intangible Computer Total
Assets under Software
£
Development £
£

Cost
At 1 January 2019 124,144 2,305,377 2,429,521
Additions 281,058 150,843 431,901
Transfers (319,767) 319,767 -
At 31 December 2019 85,435 2,775,987 2,861,422
Accumulated Amortisation
At 1 January 2019 - 1,913,036 1,913,036
Charge for year - 218,004 218,004
At 31 December 2019 - 2,131,040 2,131,040
Net book value
At 31 December 2019 85,435 644,947 730,382
At 31 December 2018 124,144 392,341 516,485

There are no individually material intangible assets (2018: none).
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Notes to the financial statements
For the year ended 31 December 2019 (continued)

10. Tangible assets

Fixtures,
fittingsand  Computer
equipment hardware Total
£ £ £

Cost ,
At 1 January 2019 1,277,181 460,526 1,737,707
Additions 69,804 25,392 95,196
Disposals (1,279) - (1,279)
At 31 December 2019 1,345,706 485,918 1,831,624
Accumulated Depreciation
At 1 January 2019 862,468 423,824 1,286,292
Charge for the year 126,646 27,512 154,158
Disposals (1,279) - (1,279)
At 31 December 2019 987,835 451,336 1,439,171
Net book value
At 31 December 2019 357,871 34,582 392,453
At 31 December 2018 414,713 36,702 451,415
11.  Stock

2019 2018

£ £

Goods held for resale 279,021 182,742
Goods sold 960,009 723,339
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Blackcircles.com Limited

Notes to the financial statements
For the year ended 31 December 2019 (continued)

12.  Debtors
2019 2018
£ £
Trade debtors 1,205,782 1,495,360
Other debtors 4,011,002 2,657,643
Amounts owed by group undertakings 1,050,310 2,500,000
6,267,094 6,653,003
Debtors — amounts recoverable after one year
Deferred tax asset (Note 14) : 127,716 87,495
127,716 87,495
13.  Creditors — amounts falling due within one year
2019 2018
£ £
Trade creditors 4,980,244 4,931,330
Amounts owed to group undertakings 1,097,919 1,097,919
Taxation and social security 1,290,028 680,255
Accruals and deferred income 4,521,966 2,797,787
Defined contribution pension scheme accrual - -
11,890,157 9,507,291
Amounts owed to Group undertakings are unsecured, do not bear interest and are repayable on demand.
14.  Deferred tax
2019 2018
£ £
At start of year (87,495) (93,957) .
Adjustment in respect of prior years (13,217) 44,564
Deferred tax (credit)/ charge in P&L for the year (27,004) (38,102)
At end of year (127,716) (87,495)
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Notes to the financial statements
For the year ended 31 December 2019 (continued)

14. Deferred tax (continued)

Fixed asset timing differences
STTD’s - trading

Deferred tax assets

Recoverable after one year

15.  Called-up share capital

Allotted, called-up and fully paid
100 (2018: 100) ordinary shares of £1.00 each

2019 2018

£ £
(127,716)  (84,008)
- (3.487)
(127,716)  (87,495)
(127,716)  (87,495)
2019 2018

£ £

100 100

16. Reserves

Profit and loss account - this reserve records retained earnings and accumulated losses

Merger reserve — reserve created on previous merger
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Blackcircles.com Limited

Notes to the financial statements
For the year ended 31 December 2019 (continued)

17.  Financial commitments

Capital commitments contracted but not provided for in the financial statements are as follows:

2019 2018

£ £

Fixtures, fittings and equipment 1,500 2,000
Stock 74,990 99,863

76,490 101,863

The company had the following future minimum lease payments under non-cancellable operating leases for each of
the following periods:

2019 2018
£ £

Payments due :
- Not later than one year 426,273 296,277
- Later than one year and not later than five years 676,201 1,008,068
- Later than 5 years - 48,663

1,102,475 1,353,008

The company had no other off balance sheet arrangements.

18. Retirement benefit schemes

The Company operates a defined contribution retirement benefit scheme for all qualifying employees. The assets of
the schemes are held separately from those of the Company. The total amount charged to the profit and loss account
of £190,030 (2018: £140,235) represents contributions payable to the scheme by the Company in the year. As at 31
December 2019, contributions of £0 (2018: £0) due in respect of the current reporting year had not been paid over
to the scheme.
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Notes to the financial statements
For the year ended 31 December 2019 (continued)

19.  Controlling party

The immediate parent company is Black Circles Holdings Limited, a company incorporated in the United
Kingdom. Copies of the financial statements of Black Circles Holdings Limited can be obtained from Companies
House, Fourth Floor, Edinburgh Quay 2, Fountainbridge, Edinburgh, EH3 9FF. Blackcircles.com Limited is being
consolidated into Compagnie Generale des Etablissements Michelin.

The ultimate parent undertaking is Compagnie Generale des Etablissements Michelin. Copies of Michelin Group
consolidated financial statements are available at the Company’s registered office, 12, Cours Sablon,
Clermont-Ferrand (Puy-de-Déme), France.

The ultimate controlling party is Compagnie Generale des Etablissements Michelin (CGEM).

The largest group in which the results of the company are consolidated is that headed by CGEM. The smallest
group in which the result of the company is consolidated is that headed by Compagnie Financiere Michelin SCmA,
Granges-Paccot, which is incorporated in Switzerland. The financial statements of this company are available to the
public and can be obtained from 10 Route Louis-Braille, Granges-Paccot, Fribourg, Switzerland.

20. Events after the reporting period

On 7 May 2019, Black Circles Holdings Limited, the immediate parent company of Blackcircles.com Limited, was
dissolved. On 4th February 2020, Black Citcles Holdings Limited was restored to the Register of Companies in
terms of Section 1031 of the Companies Act 2006.

Coronavirus was declared a pandemic in March 2020 and since then there has been a widespread disruption in the
UK. As the pandemic accelerated after the year-end this event has been classified as a non-adjusting post balance
sheet event. As disclosed in the Directors' Report, the directors have considered the future financial impact on the
Company of the Coronavirus. Although the likely full impact is unknown, the Directors continue to adopt going
concern basis in preparing the financial statements.

27



