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FRANCIACORTA LIMITED
REPORT OF THE DIRECTORS

The directors present their annual report together with the audited financial statements for the year ended
31 December 2011

Principal activities

[he principal acuvity of the group during the perfod was the <ale of wines and provisions The prncipal
activity of the company 15 to act as an investment holding company and to provide management services
to compantes in which 1t has an mterest The financial posinon of the group and company at the period

end 15 set out 1n the balance sheets on pages 11 and 12 respecuvely

Business review and future developments

In the year to 31 December 2011, the group made a consolidated profit after tax of £274,805 which
compares to a loss of £100,436 for the comparauve year, cxcluding the effect of exceptional items in both
years The directors are pleased with the improvement in performance, which has been achieved through
continued focus on credit management and mamtathing margins  Sales have remained flat compared to
2010, reflecting the fact that the scetor continues to feel the impact of a general economic environment
which remains challenging

The company, along with 1ts two prncipal trading subsidiaries, Alivint Company Limited and Alivin
North Limuted, entered into a Company Voluntary Arrangement (CVA) 1n the prior year  The group has
met all scheduled payments to the admuustrator duting the year under review, further detatls of which are
provided in Note 1 to the attached financaal statements

Looking forward, the group 1s expecting to make a further small profit in the year to 31 December 2012,
although this will depend on how the group performs m the months leading up to Christmas
Management continues to monitor cash flow carefully, however, latest forecasts indicace that there should
be suffictent funds to meet workmg capiral requirements, as well as the fixed monchly payments to be
made to the supervisor of the CVA

Going concern

When preparing these financial statements, managernent has applied the going concern assumption  The
group 1s forecast to make a small profir in the year to 31 December 2012, subject to the group performing
m line with budgets durning the crucial Chostmas trading period  Management has prepared forecasts to
31 December 2013 which indicate that the group wall be able to meet s working capital cequitements
during the period, as wdll as the fixed monthly payments to be made to the supervisor of the CVA (see
Note 1 to the attached financial statements)

The group has an invoice discount facility 1n place, the terms of which have been taken mto account when
prepanng the aforementioned forecasts, atthough the facility has no fixed rencewal date, the minumum rerm
15 to September 2013 When prepanng the aforementioned forecasts, management has assumed that the
facihity will remain available thereafter on the samc or similar terms  Should this not be the case, which
would be contrary to expectartons, 1t 18 unhkely that the group would be able to conunue to meer 1s
habilittes as they fall due, unless alternative facihties were sccured on similar or better terms
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FRANCIACORTA LIMITED
REPORT OF THE DIRECTORS

Directors
The present membcrship of the Board 1s set out below Al served on the Board throughout the puniod

A Prrozz Esq

S D Brndgeman Fsg
J DN Prres Esq

C ] Dos Santos Esq
G Segatta Esq

Summary of key performance indicators
The directors have monitored the progress of the overall group strategy and the individual strategic
elements by reference to certain financial and non-financial key performance mdicators as follows

2011 2010 Method of
Actual Acrual calculation
Growth mn sales (%) 1 (21) Year-on-year sales

growth wxpressed as a percentage

Gross profit margin % 28 26 Gross profit margin 1s the ratto of
4 P gmn

gross profit to sales

cxpressed as a percentage

Staff costs including 2,994 2,966 Salartes, nattonal insurance and
commssion agents and pension contributions and
charges for the services commissions paid to sales agents

of the directors (£1000)

Principal risks and uncertainties

T he management of the business and the nature of the group's strategy are subject to a number of risks
The directors have set out below the principal nisks facing the business The directors are of the opinion
that a thorough risk managemont process 15 adopted which mvolves the formal review of all the risks
wdent:fied below Where possible, processes are mn place to momtor and mutigate such risks

High proportion of fixed overheads and variable revenues

A large proportion of the group's overheads are fixed There s the nsk that any significant changes 1
revenue may lead to the mnability to cover such costs Management closely monitors fixed overheads
against budget on a monthly basts and cost saving exereses arc implemented when there 15 an anncipated
decline 1n revenues

Competition

The market 1n which the group operates 1s highly competiuve As a result there 1s constant downwards
pressure on margins and the additonal nsk of being unable to meet customers' expectations Polictes of
constant price monitonng and on-going market research are 1in place to mingate such nisks
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FRANCIACORTA LIMITED
REPORT OF THE DIRECTORS

Fluctuations in currency exchange rates

Approximately 90% of the group's purchases, which represent 65% of cost of sales, relates to purchases
made from Italy and other countries in the European Union As a group, therefore there 15 exposure to
foreign currency fluctuanons

The group manages 1ts foreign exchange exposure on a nct basis, and where possible uses forward foreign
cxchange contracts and other denwatives/ financtal instruments to reduce the exposure € the hedging
acuvity does not mungate the exposurc, then the results and the financial condiuon of the group may be
adversely impacted by foreign currency flucations The directors make every effort to ensure that price
increases caused by adverse currency movements ate passed onto customers as 500n as practicable

Financial risk management objectives and policies

The group uses various financial instruments which include cash, loans and other 1tems, such as trade
debtors and trade credirors that anse directly from 1ts operauons The main purpose of these financal
instrumnents 1s to ratse finance for the company's operations The existence of these financial nstruments
exposes the group to a number of financil nsks, which are desenbed in more detail below

The main nisks arising from the group's financial instruments are currency nsk, interest rate nsk, credit nsk
and hquidity risk  The directors review and agree policies for managing each of these risks and they are
summarised below [hese policies have remained urichanged from previous years

Liquidity risk
The group seeks to manage financial nisk by ensuiing sufficient liquidity 1s avatlable to meet foresceable
needs Short-term flexibiity 1s achieved through mvoice discounung factlines

Cash flow interest rate risk

The group finances 1ts operanons through a mixtire of retmned profits, invoice discount facihties and
unsecured loans All of the group's borrowings are at vanable rates of interest The group manages 1ts
exposure to interest rate fluctuauons by seeking to muntmusc short term borrowings through the use of 1ts
invoice discounting facilities

Credit risk
The group's principal financial assets are cash deposits and trade debtors T'he principal credit risk arses
from 1ts trade debtors

Tn order to manage credit nsk the directors set lumits for customers based on a combimnanon of payment

history and third party credit references Credit hrmits are reviewed by the crdit controller on a regular
basis m conjunction with debt ageing and collecttion history

Page 3




FRANCIACORTA LIMITED
REPORT OF THE DIRECTORS

Statement of directors’ responsibilities
The directors are responsible for preparing the Directors’ Report and the financial statements 1n accordance
with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have clected to prepare the finanaal statetnents 1n accordance with United Kingdom Generally
Accepted Accounting Pracuce (United Kingdom Accounting Standards and applicable laws) Under company
law the directors must not approve the financial statements unless they are satsfied that they give a true and
fair view of the state of affairs and profit or loss of the company and group for that peniod In preparng
these financal statements, the directors are required to

*  sclect suitable accounting policies and then apply them consistently,

¢  make judgments and accounting estimates that arc reasonable and prudent,

*  state whether applicable UK Accounnng Standards have been followed, subject to any material
departures disclosed and explamed 1n the financial statements, and

®  prepare the financial statements on the gomg concern basis unless 10 1s mappropriate to presume thar the
company will continue n business

"The directers are responsible for keeping adequate accounting records that arc suffictent to show and explain
the company’s transactions and disclosc with reasonable accuracy at any tume the financial postaon of the
company and enable them to ensure that the finanaal statements comply with the Companics Act 2006 They
are also responsible for safeguarding the asscts of the company and hence for taking reasonable steps for the
preventton and detection of fraud and other rregularities

In so far as each of the directors 1s aware

. there 15 no relevant audit information of which the company’s auditors are unaware, and

o the directors have taken all steps that they ought to have taken to make themselves aware of any
relevant audit information and to establish thar the auditors are aware of that mformauon

Auditor

Grant Thornton UK LLP, having expressed their willingness to continue 1n office, will be deemed
reappotnted for the next financial year 1 accordance with Section 487(2) of the Companies Act 2006
unless the company recerves notice under Section 488(1) of the Act

ON BEHALRF OF THE BOARD

) AANA_

S D Brdgeman Eg4
Dhrger
8| 20
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° GrantThornton

Independent auditor's report to the members of Franciacorta Limited

We have audited the financial statements of Francracoria Lamited for the year ended 31 December 2011
which comprise the principal accounting polictes, the consolidated profit and loss account, the consohidated
and parent company balance sheets, the consolidated cash flow statement, the consolidated statement of total
recogmsed gams and losses and the rdlated notes  “The financal reporting framewaork that has been applied 1n
their preparation 1s applicable law and United Kingdom Accounting Standards (United Kingdom Generally
Accepted Accounting Pracuce)

Thas report 1s made solely to the company’s members, as a body, 1n accordance with Chapter 3 of Part 16 of
the Companies Act 2006 Our audit work has beeri undertaken so that we might state to the company’s
members those matiers we are required to state to them mn an auditor’s report and for no other purpose To
the fullest extent permatted by law, we do not accept or assume responsibility to anvone other than the
company and the company’s members as a body, for our audit work, {or this report, or for the optmions we
have formed

Respective responsibilities of directors and auditor

As explained more fully m the Directors’ Responsibtlittes Statement set out on page 4, the directors are
responsible for the preparation of the financial statetnents and for being satisfied that they give a true and fair
view Our responsibility 1s to audit and express an opinion on the financial statements i accordance with
applicable law and International Standards on Auditing (UK and Ireland) Those standards require us to
comply with the Auditing Practices Board’s (APB’»} Ethical Standards for Auditors

Scope of the audit of the financial statemeéents
A descripuion of the scope of an audit of financial statements 15 provided on the APB's website at
www frc org uk/apb/scope/private cfm

Opinion on financial statements
In our opmion the financnal statements

e mvea true and farr view of the state of the group's and of the parent company's affairs as at
31 December 2011 and of the group's profit for the year then ended,

&  have becn properly prepared 1n accordance with United Kingdom Generally Accepted Accounting
Practice, and

¢  have been prepared 1n accordance with the requirements of the Companies Act 2006
Opinion on other matter prescribed by the Companies Act 2006

In our opimon the mformaton given mn the Directots’ Report for the financial year for whach the financial
statements are prepared 15 consistent with the financial statements
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° GrantThornton

Independent auditor's report to the members of Franciacorta Limited (continued)

Matters on which we are required to report by exception
We have nothing to report 1n respect of the following matters where the Compantes Act 2006 requires us to
report to you if, 1n our opinion

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

e the parent company financial statements are not in agreement with the accounting records and returns, or

o certamn disclosures of directors’ remuneration specified by law are not made, or

* we have not recetved all the information and explanations we require for our audit

(FW}TM Ul Ap

Harold C Wilson

Senior Statutory Auditor

for and on behalf of Grant Thornton UK 1.LE,
Statutory Auditor, Chartered Accountants

London 29 Au S’M)— 20] 2
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FRANCIACORTA LIMITED
PRINCIPAL ACCOUNTING POLICIES

Basis of Preparation

The financial statements have been prepared under the histonical cost convention and include the results
of the group's operations as indicated 1n the directors' report and are prepared 1n accordance with
applicable accounting standards The principal accounting policics, which have been reviewed by the
dircetors 1n the light of FRS818 and are considered to remain the most approprate to the group's
circumstances, are set out below

The principal accounting pohicies of the group have remained unchanged from the previous year and arc
sct out below

Going concern

When prepanng these finanaal statements, management has applied the going concern assumpuon  The
group ts forecast to make a small profit 1n the vear to 31 December 2012, subject to the group performing
n Iine with budgets dunng the crucial Christmas trading period  Management has prepared forecasts to
31 December 2013 which indicate that the group will be able to meet 1ts working capital requirements
during the period, as well as the fixed monthly pavinents to be made to the supervisor of the CVA (sce
Note 1 to the attached financial statements)

The group has an invoice discount facility m place, the terms of which have been taken mnto account when
prepanng the aforementioned forecasts, although the facility has no fixed renewal date, the mimumum term
15 to September 2013 When prepanng the aforemennoned forccasts, management has assumed that the
faciity will remain avadable thereafter on the same or simular terms  Should this not be the case, which
would be contrary to expectations, it 1s unlikely that the group would be able to continue to mect 1ts
liabilities as they fall due, unless altemnative faciliies were secured on similar or better terms

Basis of consolidation
The group financial statements consolidate the financaal statements of the company and all subsicharies for
the financial year ended 31 December 2011

Turnover

Turnover represents the net invoiced value of goots, excluding value added tax Turnover arose from the
company's prmcipal activity, which s that of the sdle of wines and provisions Turnover 1s recognised at the
point of sale, which 1s when the goods are supplied to the customer

Invoice discount facility

The group has an nvoice discount facility in place based on the value of trade debtors  Under this
arrangement, the group has retained both the credit and late payment nisk associated with the tade
debtors  As the group has retamed substantially all the risks and rewards of owncrship of the trade
debtors, 1t conunues to recogmse the trade debtors 10 the balance sheet with advances from the facility
provider treated as a separate liability

Deferred taxation

Deferred tax 1s recogrused on all trming differences where the transactnons or events that give the group
an obligaton to pay more tax 1n the future, or a nght to pay less tax in the future, have occurred by the
balance sheet date Deferred tax assets are recognised when 1t 1s more likely than not that they will be
recovered Deferred rax 1» measured using rates of tax that have been cnacted or substantively enacted by
the balance sheet date  Amounts relating to deferred taxation are undiscounted as the impact would be
insignificant to these financial staterments
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FRANCIACORTA LIMITED
PRINCIPAL ACCOUNTING POLICIES

Tangible fixed assets and depreciation

Depreciation 15 calculated to write down the cost less ¢stimated restdual value of all tangible fixed assets
other than freehold land by equal annual instalmcnits over their expected useful bves The rates generally
applicable are

Short leaschold improvements Straight hine over the life of the lease
Plant and machmnery 20% straight hine

Computer equipment and furmture  20% - 25% strarght line

Motor vehucles 25% straight line

Assets acquired under hire purchase contracts are depreciated over their esumated usclul lives

Leasing and hire purchase commitments
Assets acquired under hire purchase contracts are capitalised at their fair value on acquisition and finance
charges are allocated over the penod of the contract in proportion to the capital element outstanding

Rentals payable under operating leases are charged against income on a strayght line basis over the lease
term

Pensions
The group operates a money purchase benefit pension scheme for certain employees The group's
contributions are charged agamst profits mn the year in which the contnibutions are made

Stocks
Stocks are stated at the lower of cost and net realisable value

Investments

Investments held as fixed assets are stated at cost less pravision for any impairment in value In the
consolidated accounts, investments 1n assoctated undertakings are accounted for using the equity method
The consolidated profit and loss account includes the group's share of the pre-tax profits and attributable
taxatton of the associated undertakings based on financial statcments for the financial pertod In the
consolidated balance sheet, the investment in the associated undertakings 1s shown at the group's share of
the net assets of the associated undertakings Following the implementaoon of FRS 9 and 10, goodwall
arising on the acquisition of an assoctate 1s capitalised, as part of the carrying amount in the consolidated
balance sheet, and amorused over 1ts estimated uscful life

Acquisitions, disposal and goodwill

On the acquisttion of a business, including an intetest in an associated undertaking, fair values are
attributed to the group's share of nct tangible assets Where the cost of acquisition exceeds the values
attributable to such net assets the difference 15 treated as purchased goodwill and 1s written off to the
profit and loss account m equal annual instalments over the dircetors’ estimate of 1ts useful hife, which 1s
usually 20 years

I'he profit or loss on the disposal of a previously acquired business includes the attnbutable amount of
any purchased goodwill relatng to that business

The results and cash flows relating to a business ate included in the consolidated profit and loss account
and the consoludated cash flow statement from the date of acquistion up to the date of disposal
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FRANCIACORTA LIMITED
PRINCIPAL ACCOUNTING POLICIES

Foreign currency

T'ransactions in foreign currencies are translated at the exchange rate ruling at the date of the transaction
Monetary assets and babilines m foreign currencies are translated at the rates of exchange ruling at the
balance sheet date Any gain or loss arsing from a change in exchange rates subsequent 1o the date of the
transaction 15 included as an exchange gamn or loss 1 the profit and loss account

Provisions

A provision 15 recognised when the group has a present legal or consuructive obligation as a result of a
past event, 1t 1» probable that an outflow of resources will be requuired to settle the obligation and a reliable
estunate can be made of the amount of the obligaton

Provisions for onerous lease contracts are recognisced when the group believes the unavoidable costs of
meeting the lease obligations excced the cconomuic benefits expected to be recewved under the lease

Financial instruments

Financtal liabdities and equity mstruments are classified according to the substance of the contractual
arrangements cntered nto An equity instrument s any contract that evidences a restdual interest in the
assets of the enaty after deducting all of 1ts financial habilitics Where the contractual obliganons of
financial mstruments (including share capital) are equivalent to a strmular debt instrument, those financial
instruments are classed as financial habilities Francial habilities are presented as such in the balance sheet
Finance costs and gans or losses relaung to financial habihiwes are included 1n the profit and loss account
Finance costs are calculared 50 as 1o produce a constant rate of return on the outstanding lability Where
the contractual terms of share capital do not have ahy terms meeting the defimtion of a finaneral iabality
then this 1s classed as an equity instrument Dividends and distnbutions relating to equity instruments are
debited direct to equuty
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FRANCIACORTA LIMITED
CONSOLIDATED PROFIT AND LOSS ACCOUNT

For the year ended 31 December 2011

Yearended Year ended

31 3
December December
Note 2011 2010
£ £
Turnover 2 19,758,578 19,505,453
Cost of sales (14,321,496) (14,409,705)
Gross profit 5,437,082 5,095,748
Admunistration expenses (5,063,326)  (5,329,315)
Exceptional expense arsing under onerous lease 16 (192,000) -
Exceptional credit on write back of creditors under Company
Voluntary Arrangement 1 - 3,224.419
Operating profit 3 181,756 2,990,852
Share of profit / (loss) of associate 10 10,235 (52,707
Gain on hiquidation of subsidiary undertaking 11 - 277,249
Total operatung profit - Group and share of associate 191,991 3,215,394
Interest recervable and similar income 4 1,266 1,280
Interest payable and simular charges 5 (108,184) (102,765)
(106,918) {101,485)
Profit on ordinary activities before taxation
- group undertakings 74,838 3,166,616
- assoctated undertakings 10,235 (52,707)
85,073 3,113,909
Tax on results on ordinary acuvities
- group undertakings 7 - 11,956
- associated undertakings 10 (2,268) (1,882)
(2,268) 10,074
Profit for the financial year 20 82,805 3,123,983

All transactions anise from continung operations under FRS 3 Reporang Finanaal Performance

The accompanying accounung policies and notes form an integral part of these financial statements
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FRANCIACORTA LIMITED
CONSOLIDATED BALANCE SHEET AT 31 DECEMBER 2011

Fixed assets
Intangible assets
Tangible assets
Investments

Current assets
Stocks
Debtors

Cash at bank and 1n hand

Creditors: amounts faling due within one year
Net current assets

Total assets less current habilities
Creditors: amounts falling due after more than one year

Onerous lease provision

Capital and reserves
Called up share capital
Share premium account
Capital redemption reserve
Profit and loss account

Equity shareholders' funds

At3l At 31
December December
Note 2011 2010
£ £

8 69,493 100,503
9 196,141 180),886
10 30,980 23,524
296,614 304,973
12 2,444,126 2,380,221
13 4,085,827 4,060,803
208,639 233142
6,738,592 6,674,166

14  (4,018,905) (3,849,466)
2,719,687 2,824,700
3,016,301 3,129,673

15 (1,846,782) (2,234,449
16 (192,000) -
977,519 895,224

18 58,500 58,500
39,000 39,000

19 6,171 6,171
20 873,848 791,553
21 977,519 895,224

.
The financial statements were approved by the Board of Direcrors on }Q/Q/QOFZ

_ 2

S D Bnndgeman Esq/- Director
Company Numbeg/ 02797699

The accompanying accounting policies and notes form an mtegral part of these financial statements

Page 11




FRANCIACORTA LIMITED
COMPANY BALANCE SHEET AT 31 DECEMBER 2011

Fixed assets
Investments

Current assets
Debtors

Cash at bank and 1n hand

Creditors: amounts falling due within one year
Net current habilities

Total assets less current Liabihities

Creditors: amounts falling due after more thati one year

Capital and reserves
Called up share capiral
Share prermum account
Caputal redempuion reserve
Profit and loss account

Equity shareholders' deficit

I'he financl statements

gt

- Duirector

: 02797699

5 D Bridgeman Es
Company Numb

At 3l At 31
December December
Note 2011 2010
£ L

11 1,238,275 1,238,275
13 10,205 10,200
1,806 1,836

12,011 12,036
14 (567,255) {593,696)
(555,244) (581,660
683,031 656,615
15 {750,001) (750,001)
(66,970) (93,386)

18 58,500 58,500
39,000 39,000

19 6,171 6,171
20 (170,641) (197,057
21 (66,970) (93,3806)

cre approved by the Board of Direcrors on 39/%}?? IZ

The accompanvying accounting policies and notes form an integral part of thesc financial statements
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FRANCIACORTA LIMITED
CONSOLIDATED CASH FLOW STATEMENT

For the year ended 31 DECEMBER 2011

Net cash (outflow) / inflow from operating activines

Returns on investments and servicing of finance
Interest recerved and similar income
Interest paid

Interest clement of hire purchase contracts
Net cash {outflow) from returns on investmerits and servicing
of finance

Taxaton
Corporation tax repaid

Capital expenditure and financial investment
Payments to acquire tangible fixed asscts
Receipts from sale of tangible fixed asscts

Net cash (outflow) from capital expenditure and financial
mvestment

Net cash (outflow) / inflow before financing

Financing
Recept from new borrowings
Repayment of borrowings

Caputal clement of finance lease rentals
Net cash inflow / (outflow) from financing

(Decrease) / increase in cash in the year

Note

22

Year Year
ended 31 ended 31
December December
2011 2010
£ £
(81,602) 799,542
1,266 1,280
{98,094) {96,181)
(10,090) (6,584)
(106,918) (101,485)
12,003 -
(111,380) (21,762)
5,495 11,123
(105,885) (10,639)
(282,402) 687,418
75,000 -
(20,335) (104,038)
(40,876) {72,707)
13,789 (176,745)
(268,613) 510,673

The accompanying accounung policies and notes form an intcgral part of these financial statements

Page 13




FRANCIACORTA LIMITED
CONSOLIDATED STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

For the year ended 31 DECEMBIER 2011

Profit for the financial year
Share of profit/(loss) of associate
Currency translation differences on foreign currericy net invesiments

Total recogmsed gains and losses for the financial year

Year Year
ended 31 ended 31
December December
201 2010

£ £

74,338 3,178,572
7,967 (54,589)
(510) (3,959
82,295 3,120,024

The accompanying accounting policies and notes form an integral part of these finanaal statements
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FRANCIACORTA LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 DECEMBER 2011

1 Company voluntary arrangement

The company and two of its subsidiaries, Alivini Company Limited and Alvim (North) Limuted, entered into
Company Voluntary Arrangements (CVA) on 23 FFebruary 2010 Under the terms of the arrangements,
Franciacorta Limited reached agreement with 1ts credirors to pay ar least 30 pence 1n the pound on all
outstanding balances, Alivini Company Limuted rcached agreement to pay at least 35 pence mn the pound and
Alvint North Limuted reached agrcement to pay at least 29 pence in the pound  In addiuion, all three
compantes are members of a VAT group  Under the terms of the CVA, HM Revenue and Customs are
entitled to make a clam agamst cach member of the VAT group for the VAT liabilities of each company,
such that the total amount which will be pad to FIM Revenue and Customs 1n respect of outstanding VA'L
liabiities 13 94 pence 1n the pound

The terms of the CVA set out the minymum amount which must be paid by each company via the supervisor
to setde all kabihues The terms also supulate that cach company will be required to make additional
payments should they exceed forecast profit after tax for cach year for a five year period subsequent to the
companies entering into the CVA  For years one and two, the forecasts were agreed with the supervisor at
the ume of the CVA and management understand that simular forecasts will be sert for years threc to five In
the option of the directors, none of the companies are likely to exceed these forecasts and, accordingly, no
provision has been made for any addinonal contnibuuons which would become due if such forecasts were
achieved

For cach company, the value of the creditors on the date of their respecuve CVA was higher than the agreed
amount to be paid under the CVA terms Accordingly, the directors recognised the difference between the
creditors on the date of the CVA and the amount to be pard as an exceprional credit m the profit and loss
account for the year ended 31 December 2010

The CVA habihty will be settled via payments to the supervisor for a pertod of sixty months and contnue
thereafter on a stmular basis unal the liabilities are settled  Franciacorta Limuted 1s to pay not less than £1,250
per month in months 1 to 12 and not less than £2,000 n months 13 to 60 The respectuve amounts for
Altvint Company Limuted are £25,000 and £30,000) per month and for Alrvim North Larmited 2,000 per
month and £2,600 per month

2 Turnover

The total murnover and profit before taxation of the group for the peniod has been denived from tts
prnctpal activity wholly undertaken 1n the United Kingdom and Europe Turnover represents the
mvotced value of goods supphed during the period excluding value added tax £INi (2010 [18,072) of the
group's turnover was derived from sales to European customers
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FRANCIACORTA LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 DECEMBRR 2011

3 Operating profit

I'he profit on ordinary actvines before taxation 1s stated after

Auditer's remuneration
Audit services

Amortisation of mtangble assets

Deprectation

Tangble fixed assets owned

Tangible fixed assets held under finance leascs and hire purchase contracts
(Profit) on disposal of tangible assets

Foreign exchange (gains)

Other operaung leasc rentals
- Plant and machinery

- Land and buldings

4 Interest receivable and similar income

Bank interest received
QOther interest recetvable

Year Year
ended 31 ended 31
December December
2011 2010
£ L
38,800 35,000
31,070 31,071
55,176 73,169
40,949 49,101
(5,495) (800)
(427,617) {(523,823)
28,390 28,509
358,257 363,000
Year Year
ended 31 ended 31
December December
2011 2010
£ £
1,266 525
- 755
1,266 1,280
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FRANCIACORTA LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 DECEMBER 2011

5 Interest payable and similar charges

On bank overdrafts

On invoice discount facilities
lLoan interest

On other loans

Hire purchase interest

6 Directors and employees

Staff costs during the period were as follows

Wages and salartes
Social security costs

The average number of employees of the group during the perntod was

Office and management
Warchouse, selling and distnbunon

Year Year
ended 31 ended 31
December December
2011 2010

£ £

83 -

97,016 92,654

995 -

- 3,527

10,090 6,584
108,184 102,765
Year Year
ended 31 ended 31
December Dcecember
2011 2010

£ L
2,706,298 2,693,338
269,954 272,647
2,976,252 2,965,985
Year Year
ended 31 ended 31
December December
2011 2010
Number Number
26 26

70 70

26 96
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FRANCIACORTA LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 DECEMBLR 2011

Directors and employees (continued)

Remuneration 1n respect of directors was as follows

Year Year
ended 31 ended 31
December December

2011 2010
£ £
Emoluments 425,203 425,013

425,203 425,013

During the penod, rearement benefits accrued to 1o directors (2010 retirement benefits accrued to no
directors)

Remuneration of highest patd director
Year Year
ended 31 ended 31
December December

2011 2010
£ £
Emoluments 120,902 120,742
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FRANCIACORTA LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 DECEMBER 2011

7 Tax on result on ordinary activities

The tax charge 15 based on the results for the period and represents

United Kingdom cerporation tax at 26 5% (2010 28%)
- {over) provision In prior year

Total tax (credit)

The tax assessed for the pertod 1s lower than the standard rate of
corporation tax in the United Kingdom 26 5% (2010 28%)

Profit on ordinary activities before tax

Profit on ordinary activittes multiplied by standard rate of corporation tax
of 26 5% (2010 28%)

Effect of

Expenses not deductble for tax purposes

Deprectation (less than)/m excess of capital allowances

Losses carried back

Losses on cessaton of trade

Non-taxable credit on company liquidation

Unrelieved trachng losses

Losses for tax purposes utilised

Non-taxable exceptional credit ansing on Company Voluntary Arrangement

(Note 1)

Total current tax {credit)

Year Year
ended 31 ended 31
December December
2011 2010
£ £
(11,956)
- (11,9506)
74,838 3,166,616
19,832 886,652
62,510 14,136
(22,374) 5,248
- (11,956}
- 14,864
- {77,630)
6,120 67,810
(66,088) {17,380)
- (893,694)
- (11,956)

Losses for taxation purposes of £1,801,390 (2010 £1,468,762) are available to carry forward to reduce

future years' corporation tax habihities
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FRANCIACORTA LIMITED
NOTES TO THE FINANCIAL STATEMENTS

Iror the year ended 31 DECEMBER 2011

8 Iintangible fixed assets

Goodwill on

conschdation
£
Cost
At 1 January 2011 and 31 December 2011 652,568
Amortisation
At 1 January 2011 552,005
Prowvided 1n the year 31,070
At 31 December 2011 583,075
Net book amount at 31 December 2011 69,493
Net book amount at 31 December 2010 100,563
9 Tangible fixed assets - Group
Short Computer
leasehold equipment
improve-  Plant and and Motor
ments machmery  furniture vehicles Total
£ £ £ £ £
Cost
At 1 January 2011 105,725 248,924 82,384 858,355 1,295,388
Additions - - 2,400 108,980 111,380
Disposals - - - {65,784) (65,784)
At 31 December 2011 105,725 248,924 84,784 901,551 1,340,984
Depreciation
At 1 January 2011 89,396 166,440 57,580 801,086 1,114,502
Provided in the year 6,521 31,877 1,563 56,094 96,125
Disposals - - - (65,784) (65,784)
At 31 December 2011 95,987 198,317 59,143 791,396 1,144,843
Net book amount at
31 December 2011 9,738 50,607 25,641 110,155 196,141
Net book amount at
31 December 2010 16,329 82,484 24,804 57,269 180,886
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FRANCIACORTA LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 DECEMBER 2011

Tangible fixed assets (continued)

Included above are assets held under hire purchase contracts as follows

Net book value

Depreciaton charge

2011 2010 2011 2010
£ L £ £
Motor vehicles 2,960 39,826 26,163 34,312
Plant and machinery 27,103 41,889 14,786 14,789
Total 30,063 81,715 40,949 49,101
10 Investments held as fixed assets - group
Investment in Associate
£
Share of net assets
At 1 January 2011 23,524
Movement artsing during the year 7,456
At 31 December 2011 30,980

Details of the trading associate of the group are as follows

Country of tegistration or
Incorporation

Company

Eurofoods Tranport Stl

Italy

Shares held and
proportion of voting

Class
Ordinary

The group's shate of tts associate Eurofoods Transpott Stl is set out on the following page The
information 1s dertved from the associate’s management accounts and annual financial statements The
principal activity of the Itahan subsidiary 1s the provision of shipping and transport services

The directors understand that Eurofoods Transport Stl ceased trading 1n July 2012

rights
%
45 44
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FRANCIACORTA LIMITED
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For the year ended 31 DECEMBLR 2011

Investments held as fixed assets (continued) - group

Share of turnover of associate
Share of profit before tax

Share of rax

Share of profit after tax

Share of aysets
Share of fixed assets

Share of current assets

Share of kabilitres

Liabilities due 1n less than one year

Share of net assets

11 Investments held as fixed assets - Company

Shares 1n subsidiary undertakings
The principal trading subsidiaries of the company are as follows

Country of registration or

Company incorporation
Altvim Company Limuted England and Wales
Alwim (North) Limited England and Wales
Camusa Shops Limited England and Wales

£ £

592,276

10,235

(2,268)

7,967

2,693

140,362 143,055

112,075

30,980

Ac 31 At 31
December December
2011 2010

£ L

1,238,275 1,238,275

Shares held and
proportion of voting

rights

Class %
Ordinary 100
Ordmary 100
Ordinary 100

Page 22




FRANCIACORTA LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 DECREMBER 2011

Investments held as fixed assets (continued) - Company

The principal activities of Alvis Company Laimited and Alivimt (North) Limuted are the sale of wines and
provisions

Carmusa Shops Limited was established 1n June 2007 and has a carrving value of £100 The prncipal
acuvity of Camisa Shops Limited 15 to trade as an Iraban delicacessen

Shares 1n subsidiary undertakings

£
Cost
At 1 January 2011 and 31 December 2011 1,238,275
Net bock value
At 31 December 2011 1,238,275
At 31 December 2000 1,238,275

In May 2010, the directors placed the subsidiary company Perfect Pasta Limited 1n kquidation as it had
sustained losses since incorporation and was not cxpected to become profitable in the future The
company had net habihties of £521,946 when 1t was hquidated and the group has recognised this as a gain
on disposal At the ume of the company's hiquidation, the group was owed {244,697 by Perfect Pasta
Limuted and this amount has been written off 1n full and the loss set against the aforcmentoned profit on
disposal

12 Stocks
At 31 At 31
December December
2011 2010
£ £
Goods for resale 2,444,126 2,380,221

Page 23




FRANCIACORTA LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 DECEMBITR 2011

13 Debtors

Trade debtors

Amounts owed by subsidiary undertakings
Corporatton tax recoverable

Other debtors

Prepayments and accrued income

The group The company
At 31 At 31 At 31 At 3l
December December December December
2011 2010 2011 2010
£ £ £ i
3,870,900 3,811,473 - -
- - 10,200 10,200
- 12,002 - -
92,726 112,893 5 -
122,201 124 435 - -
4,085,827 4,060,803 10,205 10,200

Trade debtors include an amount of £3,870,900 (2010 £3,811,473) which provide security in respect of

invoice discounting borrowings

14 Creditors: amounts falling due within one year

l.oan

Involce discount facilities

Shares classed as financial habilities

Net obligations under hire purchasc contracts
T'rade creditors

Amounts owed to subsidiary undertakings
Amounts owed to assoctated undertaking
Corporation tax

Other taxes and social secunty costs
Other creditors

Other loans

Company Voluntary Arrangement habiliy
{note 1)

Accruals and deferred income

The group The company
Ae 31 At 31 At 3l At 31
December Decembcer December  December
2011 2010 201 2010
£ £ £ i
37,500 - - -
2,368,430 2,124,320 - -
10,762 10,762 10,762 10,762
29,365 40,6606 - -
556,077 644,496 - -
- - 444,743 470,883
60,655 61,395 - -
282 282 - -
392,623 381,921 17,043 15,849
6,542 23,191 - -
- 10,960 - -
360,000 378,612 - 1,496
196,669 172,861 94,707 94,706
4,018,905 3,849,466 567,255 593,696
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For the year ended 31 DECEMBER 2011

Creditors: amounts falling due within one year (continued)

The loan and invoice discount facilities are secured by a fixed and floating charge over all the assets of the
two principal United Kingdom trading subsidiary compamies, Alvint Company Limuted and Alivi
(North) Limited and by a cross guarantee between those companies and Franciacorta Limited

The invoice discountng borrowings and loan are also secured by the personal guarantces of the directors
of the company A Pirozzi has provided a guarantee limuted to £250,000 and S Bridgeman, G Segatta, C
Dos Santos and ] Pires have provided guarantees limated to £50,000 each

The deferred duty creditor of £64,283 (2010 £87,029) included 1n trade creditors above, 1s guaranteed by
a third party In order for this guarantee to be givett the group s required to hold £150,000 on depostt

Included within Other creditors 15 an amount of £6,542 (2010 £23,191) due to A Pirozai Esq, a director
of the company

15 Creditors: amounts falling due after more than one year

‘The group The company
A3l At 31 At 31 At 31
December [December December  December
2011 2010 201 2010
£ £ £ £
Loan 28,125 - - -
2010 loan stock 366,666 366,666 366,666 366,666
Other loans 383,335 383,335 383,335 383,335
Net obligations under hire purchase contracts 14,541 44,116 - -

Company Voluntary Arrangement liability

{note 1) 1,054,115 1,438,003 - -
Accruals and deferred income - 2,329 - -
1,846,782 2,234,449 750,001 750,001

The group entered 1nto a loan in September 2011 1 finance fixed asset addiwons  The loan 1s repayable 1n
24 monthly mstalments and bears mtercse at the Lloyds TSB Bank ple base rate plus 5%  The loan 1s
secured over the respective fixed assets  Of the loan outstanding, £37,500 1~ duc for repayment within
onec year

£366,666 2010 loan stock was 1ssued at par to A Piroza lsq, a director of the company on 29 July 1997
as part of the agreement for the purchase of his minonty holding i Alvim Company Limted This loan
stock bears interests at 2% above bank base rate and was miually due for repayment durmng the year ended
31 December 2010 As part of the Company Voluntary Arrangement ("CVA") entered into duning the
year, 1t was agreed that this loan would not be settied unul conclusion of the CVA  The maximum amount
outstanding dunng the year was £366,666 (2010 {366,666) Interest of £9,167, as accruing on the loan,
has not been included 1n these accounts In the prior year, an amount of £9,167 was accrued 1n these
accounts
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Creditors: amounts falling due after more than one year (continued)

The other loan of £383,335 (2010 £383,335) 1s urisecured and relates to an amount due from A Pirosn
I1sq, a director of the company As part of the Contpany Voluntary Arrangement ("CVA") entcred nto
durmng the vear, 1t was agreed that this loan would not be settded unul conclusion of the CVA The
maxtmum amount outstanding during the vear was £383,335 (2010 £383,335) The loan bears mnterest at
bank base rate and interest of £1,917, as accruing on the loan, has not been included 1n these accounts In
the pror year, an amount of £1,917 was accrued i these accounts

Net obligations under hire purchase contracts

The group
2011 2010
£ £
Repayable within one year 37,990 50,896
Repayable between one and two vears 19,229 37,990
Repayable between two and five vears - 19,484
57,219 108,370
Finance charges and mierest allocated to future accounung peniods (13,313) (23,588)
43,906 84,782
Included 1n current habilities (29,365) {40,666)
14,541 44,116

Obligations under hire purchase contracts are secured on the related asscts and bear finance charges at
rates ranging from 15% to 20% per annum

16 Onerous lease provision

Onerous

lease

provision

£

Balance brought forward -
Movement 1n the year 192,000
Balance carried forward 192,000

The group 1s a lessee for a commercal unit which has previously been sublet  I'his unit 1s now vacant
and, based on management's current expectations and discussions with a commercial letting agent,
management believes that the unit may not be sublet during the remaming term of the lease  Management
has therefore recogmsed a provision for the total future lease payments to be made to the lessor as well as
other ongoimng unavoidable costs associated with leasing the unit
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17 Deferred taxation

Potenual amounts of deferred taxation assets unprovided at 26 5% (2010 28%) arc

Unprovided asset

The group The company
Ar 31 At 31 A3l Ar 31
December  December December  December
2011 2010 2011 2010
£ L £ £
Other umung differences 50,880 - - -
Depreciation in excess of capital allowances 11,658 20,909 - -
Unreheved trading losses 426,488 384,344 - -
489,026 411,253 - -

Total unprovided deferred tax

The deferred tax asset will be recovered when there are sutable taxable profits from which the future

reversal of the undurlying tming differences can be deducted

18 Share capltal

Authomnised
92,500 ordinary shares of £1 each
7,500 B shares of £1 each

Ordinary shares of {1 cach
Allotted, called up and fully paid

58,500 ordinary shares of {1 each
1,329 B shares of £1 each

Equaty shares
58,500 ordinary shares of £1 each

Shares classed as financial habilities
1,329 B shares of £1 cach

2011 2010

£ £
92,500 92,500
7,500 7,500
100,000 100,000
58,500 58,500
1,329 1,329
59,829 59,829
58,500 58,500
1,329 1,329

M Serafina Esq resigned as a director on 27 July 2005 T'he company entered into an agreement with the
retinng director to purchase hus shares on that date for total consideration of £282,250 His holding of
£7,500 ordinary shares of £1 each were re-designated as B shares which do not carry the right o attend
General Meeungs of the company, vote or recetve dividends, give the bearer no right to appoint directors
of the company and, on any winding up of the company, carry a right to recerve a distribution amounting
to the lesser of £,200,000 and the balance due under the share purchase agreement
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Share capital (continued)

The completion of the purchase 15 being undestaken in stages and £50,000, including accrued finance
charges, remamed outstanding at 31 December 2010 and remains pavable at 31 December 2011 The B
shares have been classed as financial limbihiwes 1 accordance with FRS 25 and the amounts due are
included 1n "Creditors Amounts falling due within one year' The effcct of this treatment is to weat the
difference berween the imual price paid for the shares and the consideration as a finance charge which 1
charged to profit and loss account as the shares become due for redempuon Historically, this charge has
been disclosed 1n the profit and loss account as an exceptional itern There 1s no charge in the year under
review

19 Capltal redemption reserve

2011 2010
£ £
At 1 January and 31 December 6,171 6,171
20 Profit and loss account
The group The company
Ac31 At31 Acll At 31
December  December December  December
2011 2010 2011 2010
£ L £ L
Retamned profit / (deficit) brought forward 791,553 (2,328,471 (197,057) (192.,687)
Profit/(loss) for the financial year 82,805 3,123,983 26,416 (#,370)
Foreign exchange translation differences (510) (3,959 - -
Profit/{defictt) carned forward 873,848 791,553 (170,641) (197,057)

As permutted by scction 408 of the Companies Act 2006, the profit and loss account of the parent
company 1s not presented as part of these financial statements A profit of £26416 (2010 loss of £4,370)
15 dealt with 1n the financial statements of the parent companvy
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21 Reconciliation of movements In shareholders’ funds

The group The company
At 31 At 31 At 31 At 31
December [December December  December
2011 2010 201 2010
£ L £ L
Profit / (loss) for the financial year 82,805 3,123,983 26,416 (4,370)
Foreign exchange transactions differences (510) (3,959) - -
Net movement in shareholders' funds/(deficit) 82,295 3,120,024 26,416 (4,370)
Opening sharcholders' funds / (deficit) 895,224  (2,224,800) (93,386) (89,016)
Closing shareholders' funds/(defict) 977,519 895,224 (66,970) (93,386)
22 Net cash (outflow) / inflow from operating activities
20 2010
£ £
Operatung profit 181,756 2,990,852
[1xceptional expense arsing under onerous lease 192,000 -
Lixceptional credit on write back of ereditors under Company Voluntary
Arrangement - (3.224419)
Amorusation of intangible assets 31,070 31,0M
Depreciation of tangible assets 96,125 122,270
Profit on sale of tangible fixed assets (5,495) (806)
(Increase) / decrease in stock (63,905) 213,497
(Increase) / decrease 1n debtors (37,026) 484177
(Decrease) /increase in creditors due within one year (89,910) 1,616,418
{(Decrease) i creditors due after one year (386,217)  (1,433,518)
Net cash (outflow) / inflow from operating activities (81,602) 799,542
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23 Reconcillation of net cash flow to movement in net debt

201 2010

£ £

(Decrease) /inerease 1 cash in the year (268,613) 510,673

Cash outflow from decrease m debt and hire purchase financing 40,876 72,707

Receipt from new loans (75,000) -

Repayment of loans 20,335 104,038

Movement 1n net debt tn the pcnod (282,402) 687.418

Net debt at 1 January (2,747,684) (3,435,102)

Net debt at 31 December (3,030,086) (2,747,684)
24  Analysis of changes in net debt

At1l At 31

January December

2011 Cash flow 2011

£ £ £

Cash at bank and 1n hand 233,142 {24,503) 208,639

Invoice discounting berrowings (2,124,320) (244,110)  (2,368,430)

Net cash (1,891,178) (268,613  (2,159,791)

Loans due (760,962) {54,665) (815,627)

Shares classed as financial liabiliies (10,762) - {10,762)

Hire purchase contracts {84,782) 40,876 (43,906)

(2,747,684)  (282,402y  (3,030,086)

25 Material non-cash movements

As disclosed m Note 1 to the consoltdated financtal statements, the group recognised an excepuonal credit in
the year to 31 December 2010 on the release of creditors followmg various group companies entering 1nto
Company Voluntary Arrangements ("CVA") dunng that year |his credit had no impact on cash recewvable by
the Group Note 1 to the consolidated financial statements provides details of the cash payments due to the
supervisor of the CVA

26 Capital commitments

I'he company had no capital commitments at 31 December 2011 or 31 December 2010
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27 Contingent liabilities

Company Voluntary Arrangement

As disclosed i Note 1 above, Franclacorta Limited, Ahvinit Company Limited and Alivini (North) Limuted
entered into a Company Voluntary Arrangement ("CVA") on 23 February 2010 The total amount
estumated to be payable under the terms of the CVA Arrangement has been accrued As disclosed in
Note 1 above, the CVA terms stipulate that the companies will be required to make additional payments
should they exceed forecast profit after tax for each year for a five year period subsequent to the
compantes entering mnto the CVA  For years one and two, the forecasts were agreed with the supervisor
at the ume of the CVA and management understand that stmular forecasts will be set for years three to
five In the opinton of the directorts, these forecasts are not likely to be exceeded and, accordingly, no
provision has been made for any addional contributions which would become due if such forecasts were
achieved

Cross Guarantee for Invoice Discount and Other Facility

The company has given cross guarantees in respect of invoice discounung facilines granted by an mvosce
discountung company as well as a loan Botrowings as at 31 December 2011 were £2,368,430 (2010
£2,124,320) 1n respect of the invoice discount facility and £65,625 (2010 £Nil) i respect of the loan

28 Pension costs

The group operates a money purchase benefit scheme for certain of 1ts employees The assets of the
scheme are held 1n trustee admimstered funds separate from those of the group All contnbutions had
been paid at the balance sheet date

29 Leasing commitments

At 31 December 2011 the group had annual commitments under non-cancellable operatng leases as
follows

2011 2010

Land and Land and
buildings Other buildings Other
£ £ £ £
In one year or less 210,000 - - -
Between one and five years - 210,000 -
In five years or more 153,000 - 153,000 ~
363,000 - 363,000 -
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30 Transactions with related parties

No related party transactions have been disclosed between the company and 100% owned other group
companies as permitted by Financial Reporting Standard 8 - "Related Party Disclosures”

Perfect Pasta Ltd was a 90% subsidiary and undertook the following transactions with other group
compantes during the prior year Sales to Alivini Company Ltd amounted to £66,078 and purchases from
Abwvini Company Ltd amounted to £53,353

Perfect Pasta Limited was placed into iquidation on 26 May 2010 The net amount due to Alivini
Company Limited on that date was £40,015, however, the balance had been provided for in full in the
prior yeat Perfect Pasta Limited owed Franciacorta Limited £189,910 at the time of liquidiation
Franciacorta Limited had provided for this amount in full at the tume of the hqudation

Loan interest of £11,084 as accruing to A Pirozz1 Esq, a director of the company, has not been included
in these accounts In the prior year, an amount of £11,084 was accrued mn these accounts Detatls 1n
respect of the loans due to A Pirozzt are disclosed 1 note 15 to the accounts

A Pirozzi, a director of the company, made a loan to the group during the year ended 31 December 2010
amounting to £50,000 The loan 1s interest free and the group repaid £16,649 (2010 £3,543) during the
year The amount outstanding at 31 December 2011 was £6,542 (2010 £23,191)

A Pirozzi Esq, a director of the company, has a one third equity interest in Alivini Estonia OU, a
company incorporated in Estonia Trade debtors include an amount of £35,947 (2010 £35,497) owed by
that company A Pirozzi has guaranteed to the group that the balance outstanding at 31 December 2011
of £35,947 (2010 £35,947) will be repard in full

The group purchased goods amounting to £753,258 (2010 £739,901) 1n the normal course of business
from Eurofoods Transport s1l, an associated undertaking The group owed £60,655 (2010 £61,395) to
Eurofoods Transport stl at the balance sheet date

As disclosed 1 note 14 to these financial statements, the invoice discount facility 1s also secured by the

personal guarantees of the directors A Pirorzt has provided a guarantee imited to £250,000 and
S Bndgeman, G Segatta, C Dos Santos and ] Pires have provided guarantees limited to £50,000 each

31 Controlling related party

"The company 1s ulumately controlled by A Pirozzi, who has a controlling interest 1 Franciacorta Limited
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