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Statement of administrator’s proposals

Name of Company Company number
Gaggia United Kingdom Ltd 04301009
In the High Court of Justice, Chancery Division, Court case number
Leeds District Registry 2417 of 2009

(full name of court)

(a) Insert full We (a)
name(s) and Paul Andrew Whitwam David Leighton Cockshott
address(es) of BWC Business Solutions Limited BWC Business Solutions Limited
administrator(s) 8 Park Place 8 Park Place

Leeds ) Leeds

LS1 2RU LS1 2RU
“Delete as attach a copy of our proposals in respect of the administration of the above company.
applicable

A copy of these proposals was sent to all known creditors on

{b} 6 October 2009
Signed n =
JolntVANhinistrators T~ T
V T
Dated 6 October 2009
Contact Details:
You do not have to give any contact Paul Andrew Whitwam
information in the box opposite but if BWC Business Solutions Limited
you do, it will help Companies House to 8 Park Place
contact you if there is a query on the Leeds
form. LS12RU
The contact information that you give
will be visible to researchers of the 0113 243 3434
public record DX Number DX Exchange
" | When you have completed and signed this form, please send it to the
Registrar of Companies at:-
x ‘l‘ ““m ||| || ‘I m ||\||”I| "‘ Companies House, Crown Way, Cardiff CF14 3UZ DX 33050 Cardiff
9)
14
x 4
z *P1FSODX7*
PC5

08/10/2009 461
COMPANIES HOUSE
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1. PREFACE

Expression

“the Company™

“the Administration”

“the Administrators™

“the Act”

“the Rules”

“the creditors™

“preferential creditor”

“unsecured creditor”

Meaning

Gaggia United Kingdom Limited - In Administration

The appointment of Administrators under Schedule B1 of
the Insolvency Act 1986 on 27 August 2009

Paul Andrew Whitwam and David Leighton Cockshott of
BWC Business Solutions Limited, 8 Park Place, Leeds, LS1
2RU

The Insolvency Act 1986, as amended

The Insolvency Rules 1986, as amended

All preferential creditors and all unsecured creditors

Any creditor of the Company whose claim is preferential
within Section 386 of the Insolvency Act 1986 as at 27
August 2009 being the date the Company entered
administration

Any person (other than a preferential creditor) who has, or
claims to have, any claim against the Company (whether the
claim be present, future or contingent or prospective and
whether liquidated or for damages and whether arising in
contract or tort or otherwise) in connection with or arising
from any matter occurring prior to 27 August 2009

Gaggia United Kingdom Limited - In Administration 2



2. STATUTORY INFORMATION

Date of Incorporation:

Company Registered Number:

Registered Office:

Trading Addresses:

Principal Business Activities:

Trading & Domain Names:

Director:

Company Secretary:

Share Capital:

8 October 2001
04301009

C/O BWC Business Solutions Limited, 8 Park Place,
Leeds, LS1 2RU

Crown House, Mile Cross Road, Halifax, West
Yorkshire, HX1 4HN

Wholesale and Retail Sales of Coffee Machines and
Associated Sundries

Gaggia
Earl Rajakumar Beadle
Robert Speight

200,000 ordinary £1 Shares authorised & issued

Any Sac LLP 140,000
Earl Rajakumar Beadle 50,000
Andrew Watson 2,000
Robert Speight 2,000
Christopher John Olley 2,000
Patricia Gail Jeanes 2,000
Ragne Leiderby 2,000

Gaggia United Kingdom Limited - In Administration




3. DETAILS OF THE APPOINTMENT OF THE ADMINISTRATORS

Name of Administrators:

Date of Appointment:

Court:

Person Making Application:

Acts of the Administrators:

EC Regulation on Insolvency:

Purpose of Administration;

Paul Andrew Whitwam and David Leighton Cockshott, Licensed
Insolvency Practitioners of BWC Business Solutions Limited, 8 Park
Place, Leeds, LS1 2RU. The Administrators are licensed by the
Insolvency Practitioners Association,

27 August 2009

High Court of Justice, Leeds District Registry, Chancery Division,
Number 2417 of 2009

Earl Rajakumar Beadle, the Director

The Administrators act as officers of the Court and as agent of the
Company without personal liability. Any act required or authorised
under any enactment to be done by an Administrator may be done by
any one or more persons holding the office of Administrator from time
to time.

The EC Regulation on Insolvency Proceedings (Council Regulation
(EC) No. 1346/2000) applies to these proceedings which are ‘main
proceedings’ within the meaning of the Regulation.

The purpose of administration is set out at paragraph 3 of Schedule Bl

to the Act as follows:

1.  The Administrator of a Company must perform his functions with
the objective of;

a. rescuing the Company as a going concern, or

b. achieving a better result for the Company’s creditors as a
whole than would be likely if the Company were wound up
(without first being in administration), or

e. realising property in order to make a distribution to one or
more secured or preferential creditors.

2.  Subject to subparagraph (4), the Administrator of a Company
must perform his functions in the interests of the Company’s
creditors as a whole.

3. The Administrator must perform his functions with the objective
specified in subparagraph (1)(a) unless he thinks either:

a. that it is not reasonably practicable to achieve that objective,
or

b. that the objective specified in subparagraph (1)b) would
achieve a better result for the Company’s creditors as a whole.

4. The Administrator may perform his functions with the objective
specified in subparagraph (1)(c) only if:

a. he thinks that it is not reasonably practicable to achieve either
of the objectives specified in subparagraph (1)(a) and (b), and

b. he does not unnecessarily harm the interests of the creditors of
the Company as a whole.”

Gaggia United Kingdom Limited - In Administration




4. PURPOSE OF THE ADMINISTRATORS’ REPORT AND PROPOSALS

4.1 Under the provisions of the Insolvency Act 1986, the Administrators are required to
send to the creditors a statement of their proposals for achieving the purpose set out in
the Administration Order.

4.2 The purpose of this report is to fulfil these requirements and to advise creditors
generally on the progress of the Administration. A statement of the Administrators’
proposals is contained within this report.

43 Accompanying this report is a notice convening an initial meeting of creditors to be
held on 28 October 2009 at 10.00am at BWC Business Solutions Limited, 8 Park
Place, Leeds, LS1 2RU for the purpose of considering and if thought fit approving the
Administrators’ proposals with or without modification.

4.4  In preparing this report, the Administrators have relied on information provided by the
director, management and others. The Administrators’ investigations are continuing
and, accordingly, it has not been possible to verify all such information. Therefore, the
Administrators take no responsibility for the completeness or accuracy of such
information or otherwise.

5. BACKGROUND TO THE APPOINTMENT OF ADMINISTRATORS

History of Company and Reasons for Failure

Earl Rajakumar Beadle is the director of the Company (“the Director”). The following
information has been provided by the Director.

o  Gaggia United Kingdom Limited (*the Company”) was formed in 2001 to distribute
Gaggia coffee machines in the United Kingdom and Ireland.

o  The Company traded successfully until 2007. Whilst sales and market share continued
to grow, production disruptions in Italy and more recently, the adverse effect of the
exchange rate, resulted in the Company suffering heavy losses in its distribution
business. This, coupled with the lack of continued support from the Italian
Manufacturer, Gaggia S.p.A who was already owed £10 million, meant that the
Company could not continue to operate on a viable basis.

o  Although attempts were made to come to an agreement to perform certain services to
Gaggia S.p.A, support was not forthcoming following the recent acquisition of Gaggia
S.p.A by Philips UK, part of the Dutch “Philips” conglomerate,

o  Furthermore, on 15 July 2009, HM Revenue & Customs (“HMRC”) who are owed
circa £224,671, distrained over most of the Company’s stock held at the Company’s
warehouse in Halifax. The Director also had concemns that the Landlord of the
warehouse would distrain over the remaining assets in respect of unpaid rent.

Gaggia United Kingdom Limited - In Administration 5




o  On 6 August 2009, approximately 60 of the Company’s 90 employees were made
redundant. The remaining retail side of the business had also effectively ceased trading
as the Company was unable to source goods for resale.

o  On25 August 2009, the Director received a letter from Gaggia S.p.A. confirming that
the distribution agreement dated 22 October 2001 had terminated with effect from 14
April 2009 and that the Company was not authorised to continue to use the trademark
and/or brand of “Gaggia”.

o  The HMRC distraint, together with a decision by Philips UK to provide their own
distribution services, left the Company without any viable way of continuing and
therefore a decision was made to put the Company into administration.

o  The Director subsequently decided to apply for an Administration Order in order to
obtain protection from creditors and facilitate a “pre-pack™ sale of part of the
Company’s business and assets.

o  Paul A Whitwam and David L Cockshott were appointed Joint Administrators of the
Company on 27 August 2009.

Transactions with Associates Prior to Administration

The Director has confirmed to us that, to the best of his knowledge and belief, except as
stated elsewhere in this report, no transactions took place between the Company and any
person associated with it (within the meaning of Section 435 of the Insolvency Act 1986) in
the two year period prior to the administration order. The Company did not operate a loan
account with its director,

6. ADMINISTRATORS’ ACTIONS TO DATE
Administrators’ Actions to Date
6.1 Upon their appointment, the Administrators took control of the business and assets of
the Company with a view to establishing a strategy to meet the prioritised objectives of
the administration process:

a.  Rescue the Company as a going concem; or

b.  Achieve a better result for creditors as a whole than would be likely if the
Company were wound up (without first being in administration); or

¢.  Realise property in order to make a distribution to one or more secured or
preferential creditors.

6.2 The Administrators concluded that objective 6.1a was not capable of being achieved,
but that objective 6.1b, or failing that, objective 6.1c were capable of being achieved.

Gaggia United Kingdom Limited - In Administration 6




6.3

6.4

6.5

6.6

6.7

The Company’s retail business and associated assets were sold to Caffe Shop Limited
(“the Purchaser’) on 27 August 2009. The Purchaser is a company owned and operated
by the Director, and accordingly is “connected” to the Company.

Prior to the Administrators’ appointment, the Purchaser had expressed interest in
acquiring the Company’s retail business and associated assets. After extensive
negotiations, the Purchaser made an offer of £74,900 for the Company’s retail business
and unencumbered assets, together with the remaining stock at the Halifax warehouse
not subject to distraint.

The offer is analysed in the table below, together with in-situ and ex-situ valuations
provided by Sanderson Weatherall, agents and valuers, based in Leeds (“the Agents™).
The initial offer was made on 20™ August 2009.

| i | ,; ﬁ%ﬁ?}

I . LB I alica
U, L ._...__I______ _._1_.]__.___ — ._._.._ll_ . Q
Plant & Machinery 4,500 X 4,500
Stock (Located at Shops & Stock at Halifax 70,400 102,500 55,000
'Warehcuse Not Subject to Distraint)

74,900 114,500 59,500

On 27" August 2009, and immediately upon their appointment, the Administrators, on
the advice of the Agents, accepted the Purchaser’s offer and completed the sale.

The Administrators decided to accept the offer of £74,900 from the Purchaser for the
following reasons:

6.7.1 The Administrators had no funding available with which to continue trading the
Company’s business pending marketing. The Administrators concluded that
the only alternative to accepting the offer from the Purchaser would be the
immediate closure of the Company’s business and the realisation of its assets on
a piecemeal basis. In such circumstances, it was anticipated that the assets
would realise only £59,500 before costs of realisation.

6.7.2 The sale as a going concern would serve to eliminate preferential claims from
the remaining employees for arrears of wages because the Purchaser intended to
pay the employees’ arrears of wages in order to maintain the goodwill and
uninterrupted trading of the Company’s retail business.

6.7.3 The proposed sale as a going concern would also serve to eliminate preferential
claims for holiday pay and unsecured claims for redundancy and pay in lieu of
notice of the remaining employees under TUPE Regulations.

6.74 The proposed sale would ensure continuity of the business and may also
enhance the recoverability of the Company’s book debts,

6.7.5 The Administrators did not consider that advertising the business for sale would .

result in an increased offer from any other third party.

Gaggia United Kingdom Limited - In Administration 7



6.7.6 The Agents had strongly recommended acceptance of the offer due to the
significant costs which would be involved in uplifting the assets from the
various premises and marketing them for sale.

6.8 The Administrators concluded that the only realistic alternative to acceptmg the offer
from the Purchaser would be the immediate closure of the Company’s remaining retail
business and the realisation of all assets on a piecemeal basis. Significant preferential
claims for arrears of wages and holiday pay and unsecured claims for redundancy and
pay in lieu of notice would arise in these circumstances.

6.9 In view of the above factors, the Administrators decided to accept the offer from the
Purchaser and not market the business and assets for sale,

6.10 Of the consideration due from the Purchaser, £20,700 was received on completion of
the sale and the balance of £54,200 is payable in various amounts between completion
and June 2010. The director of the Purchaser has personally guaranteed the deferred
consideration. The Administrators have received September’s deferred payment of
£2,500, in accordance with the sale agreement.

6.11 The Administrators granted the Purchaser a licence to occupy 7 of the Company’s
previous trading premises for a period of 6 months, unless terminated earlier by either
party. A licence fee of £10,000 was received by the Administrators on completion of
the sale and weekly payments of £6,000 due thereafier. To date, the Administrators
have received a total of £40,000 which, in accordance with the sale agreement, includes
5 payments of £6,000.

6.12 It is proposed that the Administrators will continue to collect the Company’s
outstanding book debts. However, and as stated in the Director’s Statement of Affairs,
it is uncertain as to how recoverable these are. The Company’s invoices were stored on
an external hard drive which has since been disabled by a third party who is also a
creditor of the Company. As such, copy invoices are currently not obtainable.

6.13 The Administrators have agreed to pay a former employee £100 a day to retrieve the
addresses of the Company’s debtors in order that the Administrators can attempt to
recover the outstanding book debis.

6.14 Once matters are finalised, and assuming that there are funds available, the
Administrators propose to place the Company into Creditors’ Voluntary Liquidation to
enable a dividend to be paid to the Company’s unsecured creditors.

6.15 A summary of the Administrators’ receipts and payments for the period to 6 October
2009 is attached at Appendix II.

Transactions with Associates During Administration

Except as stated above, the Company in Administration has entered into no further
transactions with persons associated with it.

Gaggia United Kingdom Limited - In Administration 8



7. ADMINISTRATORS’ PROPOSALS

7.1

7.2

7.3

74

7.5

7.6

7.7

7.8

7.9

The Administrators propose to continue to realise the assets and undertaking of the
Company in such a manner as they consider appropriate with a view to achieving the
purpose set out in Paragraph 3(1)(b), or failing that, Paragraph 3(1)(c) of Schedule
B1 to the Insolvency Act 1986.

The Administrators propose in the interim to take all necessary actions to preserve
the value of the Company’s assets.

Once all the assets have been realised and the Administration is complete, it is
proposed that the Administrators will place the Company into Creditors’ Voluntary
Liquidation, in accordance with Paragraph 83 of Schedule B1 of the Insolvency Act
1986, and be appointed as Joint Liquidators of the Company. Should any creditor
wish to nominate alternative liquidators, please notify us in writing prior to the
meeting of creditors.

In the event that no funds are available for distribution to unsecured creditors, the
Administrators propose to file a notice pursuant to paragraph 84 of Schedule Bl to
the Act, together with a final progress report to the Court and the Registrar for the
dissolution of the Company.

If appropriate, the Administrators propose to either obtain creditors’ consent or apply
to Court under the provisions of Paragraph 76(2) of Schedule Bl to the Insolvency
Act 1986 for an order that their term of office be extended.

It is proposed that the remuneration of the Administrators be fixed by reference to
time properly given by them and their staff in attending to matters arising from the
Company's administration, in accordance with the Statement of Insolvency Practice
number 9 and that they be authorised to draw remuneration and disbursements as and
when funds are available. A creditors' guide to administrators' fees is attached at
Appendix III.

It is further proposed that the Joint Administrators be authorised to draw expenses
necessarily incurred in the conduct of the Administration in accordance with the
Firm’s policy note as detailed in the creditors guide to fees attached at Appendix III
In particular, the Administrators be authorsied to draw category 2 expenses in respect
of internal meeting room usage, storage of company records and mileage claims at
the rates set out in the creditors guide to fees.

It is proposed that the Joint Administrators be discharged from liability pursuant to
Paragraph 98 Schedule B1 Insolvency Act 1986 14 days after the appointment of the
Administrators ceases to have effect.

An analysis of the time spent by BWC Business Solutions Limited and the
Administrators for the period to 15 September 2009 is attached at Appendix IV.

Gaggia United Kingdom Limited - In Administration 9




10.

11.

12.

13.

STATEMENT OF AFFAIRS

The Director’s Statement of Affairs is attached at Appendix II. The Administrators concur
with the statement of affairs other than there has been no provision for costs and expenses of
the Administration.

AMOUNTS DUE TO HM REVENUE & CUSTOMS

As previously stated, HMRC, who are owed circa £224,671, have distrained over the
majority of the Company’s stock held at the warehouse in Halifax. The Purchaser has agreed
a proposal with HMRC directly to purchase the distraint stock at circa 10% of cost value
(£38,000). In view of this, HMRC will have a reduced unsecured claim in the
Administration.

AMOUNTS DUE TO SECURED CREDITORS

The Administrators are not aware of any other secured creditors.

SHARE OF ASSETS FOR UNSECURED CREDITORS

There is no floating charge over the property of the Company and accordingly there is no
“Prescribed Part” payable to unsecured creditors pursuant to Section 176A(2) Insolvency Act
1986.

AMOUNTS DUE TO PREFERENTIAL CREDITORS

As previously stated, on 6 August 2009, approximately 60 of the Company’s 90 employees
were made redundant, resulting in preferential claims estimated at £30,952. This is in respect
of arrears of wages and holiday pay. The remaining employees of the Company were
transferred to the Purchaser by operation of law following the sale of the business and assets.

SUMMARY

Once all the Company’s assets have been realised and the Administration is complete, it is
proposed that the Administrators will, in accordance with Paragraph 83 of Schedule B1 of the
Insolvency Act 1986, be appointed as Joint Liquidators of the Company.

An initial meeting of the Company's creditors is being convened because the
Administrators think that there is sufficient property to enable a distribution to be made
to the Company’s unsecured creditors.

Formal notice of the meeting and proxy and proof of debt forms are attached to this
report.

Gaggia United Kingdom Limited - In Administration 10




If you require any further information, please contact the manager dealing with this case, Peter
Scriven.

For and on behalf of
Gaggia United Kingdom Limited

Jolat Xdministrator
6 Qctober 2009

Gagygia United Kingdom Limited - In Administration 1



APPENDIX I
GAGGIA UNITED KINGDOM LIMITED - IN ADMINISTRATION

ADMINISTRATORS® RECEIPTS AND PAYMENTS ACCOUNT AS AT 6
OCTOBER 2009




Joint Administrators’ Abstract Of Receipts And Payments

RECEIPTS

Fixtures & Fittings
Stock - unencumbered
Book Debts

Cash in Hand

Licence Fee

Cash Held By Solicitor
Bank Interest Gross
Insurance Commissions

PAYMENTS

Photcopying

Statutory Advertising
Rent & Service Charge
Vat Receivable

Balance

MADE UP AS FOLLOWS

Bank 2 Current

Page 1 of 1

Gaggia United Kingdom Ltd

(In Administration)

To 06 October 2009

Total (£)

4,500.00
18,700.00
726.19
20,000.00
40,000.00
1,125.59
0.03
350.00

85,402.41

68.40
69.75
5,223.72
804.28

6,166.15

79,236.26

79,236.26

79,236.26

06 October 2009 09:49



APPENDIX II

GAGGIA UNITED KINGDOM LIMITED - IN ADMINISTRATION

STATEMENT OF AFFAIRS



Rgle 2.29 Form 2.14B

STATEMENT OF AFFAIRS
Name of Company Company Number
Gaggia United Kingdom Ltd 04301009
In the 7 : " Court case number
Leeds District Registry ' 2417 / 2009

Statement as to the affairs of

Gaggia United Kingdom Ltd
BWC Business Solutions Limited
8 Park Placs

Leeds

LS12RU

on the 27 August 2009, the date that the company entered administration.

Statement of Truth

| believe the facts stated in this statement of affairs are a full, true and complete statement of the affairs of the
above named company as at 27 August 2009 the date that the company entered administration.

Full Name EARL RATkUMAR BEADLE
Signed ' ——\J’

Dated |3 Oclpber 2004




Gaggia United Kingdom Ltd
Statement Of Affairs as at 27 August 2009

A - Summary of Assets

Estimated to

Assets Book Value Realise

£ £

i

Assets subject to fixed charge: ' f
Stock - subject to distraint 380,683.00 38,000.00 f
HM Revenue & Customs {224.670.50) ’
Deficiency c/d {186,670.50)
Assets subject to floating charge:
Uncharged assets:
Motor Vehicle 500.00 NIL
Fixtures & Fittings 4,500.00
Concession Stock 191,310.77 Uncertain
Stock - unencumbered 203,565.35 70,400.00
Book Debts 523,050.00 Uncertain
Irish VAT Refund 8,560.00 Uncertain
Cash in Hand 20,000.00 20,000.00
Barclays Bank PLC 3,333.94 Uncertain
Cash Held By Solicitor 1,125.59 1,125.59
Estimated total assets avallable for preferential creditors 96,025.59

Signature ____ LJ Date | 3 O cloer 200 9




Gaggia United Kingdom Ltd
Statement Of Affairs as at 27 August 2009

A1 - Summary of Liabilities

Estimated fo

Realise
£
Estimated total assets avallable for preferential creditors (Carried from Page A) 96,025.59
Liabilities
Preferential Creditors:- .
Employee Arrears/Hol Pay 30,852.83
30,852.83
Estimated deficlency/surplus as regards preferential creditors : 65,072.76
Estimated prescribed part of net property where applicable (to carry forward) ' NIL
Estimated total assets available for floating chargs holders 85,072.76
Debts secured by floating charges
NIL
Estimated deficlency/surplus of assets after floating charges 65,072.76
Estimated prescribed part of net property where applicable (brought down) NIL
Total assets avaliable to unsecured creditors 65,072.76
Unsecured non—preferentlal claims (excluding any shortfall to floating charge holders)
Deficiency b/d 186,670.50
Shortfall to preferential creditors {brought down) ' NIL
Trade & Expense Creditors 1,196,369.17
Employees , 244 615.84
Gaggia Spa 7,222,324.00
_ 8,849,979.51
Estimated deficiency/surplus as regards non-preferential creditors
(excluding any shortfall to floating charge holders) (8,784,908.75)
Estimated deficiency/surplus as regards creditors (8,784,908.75)
Issued and called up capital }
Ordinaty Shareholders _ 200,000.00
: 200,000.00
Estimated total deficlency/surplus as regards members {8,984,908.75)

Signature ]k \V Date ‘31- OC}OW qu
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APPENDIX IIT

GAGGIA UNITED KINGDOM LIMITED - IN ADMINISTRATION

CREDITORS’ GUIDE TO FEES

21

31

4.1

42

43

Introduction

When a company goes into administration the costs of the proceedings are paid out of its assets. The creditors, who hape eventually to
recover some of their debts out of the assets, therefore have a direct interest in the level of costs, and in particular the rermmeration of the
insolvency practitioner appointed to act as administrator. The insolvency legislation tecognises this interest by providing mechanisms
for creditors to determine the basis of the administrator’s fees. This guide is intended to help creditors be aware of their rights under the

" legislation to approve and monitor fees and explains the basis on which fees are fixed.

The nature of administration

Administration is a procedure which places a company under the centrot of an insolvency practitioner and the protection of the court
with the following objective:

*  rescuing the company as a going concem, or;
= achieving a better result for the creditors as a whole than would be likely if the company were wound up without first being in
administration.

or, if the administrator thinks neither of these objectives is reasonably practicable
v Realising property in order to make a distribution to secured or preferential creditors.
The ereditors’ committee

The creditors have the right to appoint a committee with a minimum of 3 and a maximum of 5 members. One of the fimctions of the
committee is to determine the basis of the administrator’s remumeration. The committee is established at the meeting of creditors which
the administrator is required to hold within 3 months of the administration order to consider his proposals. The administrator must call
the first meeting of the committee within 3 manths of its establishment, and subsequent meetings must be hefd either at specified dates
agreed by the committee, or when a member of the committee asks for one, or when the administrator decides he needs to hold one. The
committee has power to summen the administrator to attend before it and provide such information as it may require.

Fixing the administrator’s fees

The basis for fixing the administrator’s remuneration is set out in Rule 2,106 of the Insolvency Rules 1986, which states that it shall be
fixed either;

*  asapercentage of the value of the property which the administrator has to deal with, or
* by reference to the time properdy given by the administrator and his staff in attending to matters arising in the edministration,

It is for the creditors’ committee (if there is one) to determine on which of these bases the rermuneration is to be fixed, and if it is fixed as
& percentage, to fix the percentage to be applied. Rule 2.106 says that, in arriving at its decision, the committee shall have regard to the
following matters:

the complexity (or otherwise) of the case;

any responsibility of an exceptional kind or degree which falls on the admmlstrator

the effectiveness with which the administrator appears to be carrying out, or to have carried out, his duties;
the vatue and nature of the property which the administrator has to deal with.

If there is no creditors” mwm&mmmwmmmmmmmm’smmuaﬁmmu
fixed by a resolution of a meeting of creditors, having regard to the same matters as the committee would. ¥ the remuneration is not
fixed in any of these ways, it will be fixed by the court on application by the administrator,

There are special rules about creditors’ resolutions in cases where the administrator has stated in his proposals that the company has
insufficient property to enable a distribution to be made to unsecured creditors except out of the reserved fund which may have to be set
aside out of floating charge assets.
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In this case, if there is no creditors’ committee, or the committee does not make the requisite determination, the remuneration may be
fixed by the approval of,

. cach secured creditor of the company; or
. if the administrator has made or intends to make a distribution to preferential creditors
- cach secured creditor of the company; and
- preferential creditors whose debts amount to more than 50% of the preferential debts of the company, disregarding debis
of any creditor who does not respond to an invitation to give or withhold approval,

having regard to the same matters as the committee would.

Note that there is no requirement to hold a creditors’ meeting in such cases unless a meeting is requisitioned by creditors whose debts
amount to at least 10% of the total debts of the company.

A resolution of creditors may be obtained by correspondence.,
What information shou!d be provided by the administrator?
When seeking fee approval

When secking agreement to his fees the administrator should provide sufficient supporting information to enable the committes or the
creditors to form a judgement as to whether the proposed fee is reasonable having regard to all the circumstances of the case. The nature
and extent of the supporting informaticn which should be provided will depend on:

»  the nature of the approval being sought;
*  the stage during the administration of the case at which it is being sought; and
»  the size and complexity of the case.

Whete, at any creditors’ or committee meeting, the administrator seeks agreement to the terms on which he is to be remunerated, he
should provide the mecting with details of the charge-out rates of all grades of staff, including principals, which are likely to be involved
on the case.

Where the administrator seeks agreement to his fecs during the course of the administration, he should always provide an up to date
receipts and payments account Where the proposed fee is based on time costs the administrator should disclose to the committee or the
creditors the time spent and the charge-out value in the particular case, together with, where appropriate, such additiona! information as
may reasonably be required having regard to the size and complexity of the case. The additional information should comprise a
sufficient explanation of what the administrator has achieved and how it was achieved to enable the value of the exercise to be assessed
(whilst recognising that the administrator must fulfil certain statutory obligations that might be seen to bring no added value for
creditors) and to establish that the time has been property spent on the case. That assessment will need to be made having regard to the
time spent and the rates at which that time was charged, bearing in mind the factors set out in paragraph 4.1 above, To enable this
assessment to be carried out it may be necessary for the administrator to provide an analysis of the time spent on the case by type of
activity and grade of staff. The degree of detail will depend on the circumstances of the case, but it will be helpfil to be aware of the
professional guidance which has been given to insolvency practiticners on this subject. The guidance suggests the following areas of
activity as a basis for the anatysis of time spent:

Administration and planning
Investigations

Realisation of assets

Trading

Creditors

Any other case-specific matters

The following categories are suggested as a basis for analysis by grade of staff.

Partner

Manager

Other senior professionals
Assistants and support staff

The explanation of what has been done can be expected to include an outline of the nature of the assignment and the administrator’s
own initial assessmenit, mcluding the anticipated retumn to ereditors. To the extent applicable it should also explain;

Any significant aspects of the case, particularty those that affect the amount of time spent.

The reasons for subsequent changes in strategy.

Any comments on any figures in the summary of time spent accompanying the request the administrator wishes to make,

The steps taken to establish the views of creditors, particularly in relation to agreeing the strategy for the assignment, budgeting,
time recording, fee drawing or fee agreement.

*  Any existing agreement ahout fees.

. Details of how other professionals, including subcontractors, were chosen, how they were contracted to be paid, and what steps
have been taken to review their fees.
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It should be bome in mind that the degree of analysis and form of presentation should be proportionate to the size and complexity of the
casc. In smaller cases not all categories of activity will always be relevant, whilst further analysis may be necessary in targer cases.

Where the fee is charged on a percentage basis the admixﬁstmhmshould provide details of any work which has been or is intended to be
sub-contracted out which would normally be undertaken directly by an administrator or his staff.

Details of the charge out rates of staff employed by BWC Business Sofutions Limited with cffect from | Aprit 2009 are as follows:

STAFF GRADE CHARGE OUT RATE £ PER HOUR
Partner 310

Menager 200

Assistant Manager 175

Senior 150

Case Administrator 150

Cashiering 150

Clerical 75

After fee approval

Where a resolution fixing the basis of fees is passed at any creditors” meeting held befors he has substantially completed his fiinctions,
the administrator should notify the creditors of the details of the resolution in his next report or circular to them. In all subsequent reports
1o creditors the administrator should specify the amount of remuneration he has drawn in accordance with the resolution. Where the fee
is based on time costs he should also provide details of the time spent and charge-out value to date and any material changes in the rates
charged for the various grades since the resolution was first passed. He should also provide such additional information as may be
required in accordance with the principles set out in paragraph 5.1.3. Where the fee is charged on a percentage basis the administrator
should provide the details set out in paragraph 5.1.4 above regarding work which has been sub-contracted out.

Expenses and disbursements

There is no statutory requirement for the committee or the creditors to approve the drawing of expenses or disbursements. However,
professionat guidance issued to insolvency practitioners requires that, where the administrator proposes to recover costs which, whilst
being in the nature of expenses or disbursements, may include an element of shared or allocated costs (such as room hire, document
storage or communication facilities provided by the administrator’s own firm), they must be disclosed and be authorised by those
responsible for approving his remuneration. Such expenses must be directly incurred on the case and subject to a reasonable method of
catculation and allocation.

What if a creditor is dissatisfied?

If a creditor believes that the administrator’s remuneration is too high he may, if at least 25 per cent in vatue of the creditors (inclading
himself) agree, apply to the court for an order that it be reduced. If the court does not dismiss the application {which it may if it considers
that insufficient cause is shown) the applicant must give the administrator a copy of the application and supporting evidence at least 14
days before the hearing. Unless the court orders otherwise, the costs must be paid by the applicant and not as an expense of the
administration.

‘What if the administrator is dissatisGed?

If the administrator considers that the remuneration fixed by the creditors’ committee is insufficient he may request that it be ncreased
by resolution of the creditors, If he considers that the remuneration fixed by the committee or the creditors is insufficient, he may apply
to the court for it to be increased. If he decides to apply to the court he must give at lzast 14 days’ notice to the members of the creditors®
comrnittee and the committee may nominate one or more of its members to appear or be represented on the application. If there is no
committee, the administrator’s netice of his application must be sent to such of the company’s creditors as the court may direct, and they
may nominate one or more of their munber to appear or be represented. The court may order the costs to be paid as an expense of the
rministration.

Other matters relating to fees

Where there are joint administrators it is for them to agree between themsetves how the remuneration payable should be apportioned.
Any dispute arising between themn may be referred to the court, the creditors’ committee or a meeting of creditors.

If the administrator is a solicitor and employs his own firm to act on behalf of the company, profit costs may not be paid unless
authorised by the creditors’ committee, the creditors or the court.
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Provision of information — additional requirements

In any case where the administrator is appointed on or after 1 April 2005 he must provide certain information about time spent on a
case, free of charge, upon request by any creditor, director or shareholder of the company. The information which must be provided is:

* the total number of hours spent on the case by the administrator or staff assigned to the case;
» for each grade of staff, the average hourly rate st which they are charged out;
* the number of hours spent by each grade of staff in the relevant period,

The period for which the information must be provided is the period from appointment to the end of the most recent period of six
months reckened from the date of the administrator’s appointment, or where he has vacated office, the date that he vacated office. The
information must be provided within 28 days of receipt of the request by the administrator, and requests must be made within two years
from vacation of office.

Policy for Expenses Incurred by Office Holders in Respect of the Administration of Insolvent Estates.
: pec

This note applies where the administrator secks creditor approval to make a separate charge by way of expenses or
disbursements to recover the cost of facilities provided by him. Best practice guidance' requires that such charges should be
disclosed to those who are responsible for approving his remuneration, together with an explanation of how those charges are
made up and the basis on which they are arrived at.

Best practice guidance classifies expenses into two broad categories:

*  Category 1 expenses (approval not required) — specific expenditure that is directly related to a particular insolvency case, where
the cost of the expense incumed is referable against an independent external supplier’s invoice or published tariff of charges;

*  Category 2 expenses (approval required) — all cther items of expenditure which cannot, or cannot easily be directly related to a
particular insolvency case because there is an clement of shared or allocated cost; and/or where the cost of the expense incumred is
an estimated, unitised cost with the estimate based on extemal costs or opportunity cost

Category 1 expenses (approval not required) — with the exception of any items referred to below, all such items are re-charged to the
case as they are incurred,

Category 2 expenses {approval required) - the following items of expenditure are re-charged as described;

=  Internal meeting room usage for the purpose of statutory meetings of creditors is re-charged at the rate of £100 per meeting;

*  Car mileage is recharged at the rate of 40 pence per mile;

*  Storage of books and records (when not rechargeable as a Category 1 expense) is recharged at the rate of £3 per archive box per
year or part thereof;

In respect of category 2 expenses, a re~charge will be made without specific approval, where the precise cost to the case can be
determined because the item satisfies the test of a category 1 expense.

In respect of the above three items of expenditure it is anticipated that the cost to the case ean be precisely determined and accordingly,
the item satisfies the test of a category 1 expense and hence will be charged without requiring specific approval,

The following items of expenditure will normally be treated as general office overheads not subject to a re-charge:

Telephone and facsimile
Printing and ot .
Stationery

IT licences and software
Postage




GAGGIA UNITED KINGDOM LIMITED - IN ADMINISTRATION

ADMINISTRATORS’ TIME COSTS AS AT 15 SEPTEMBER 2009

APPENDIX TV

Notes Partner Manager Admin Total Average Total
Hours Hours Hours Hours cost per Cost
£245-£310 | £150-£200 £50-£150 hour £
£

1 Admin & Compliance 8.00 9.00 6.25 2325 211.51 4917.50

2 Planning & Control 9.50 9.50 310.00 2,945.00

3 Fixed Charge Assets

4 Floating Charge Assets 12.00 4.50 16.50 280.00 4,620.00

5 Trading

6 Debt Collection 2.00 1.50 3.50 262.86 920.00

7 Creditors 2.00 5.50 7.50 22933 1,720.00

8 Employees 7.00 0.50 23.50 31.00 186.94 5,795.00

9 Meetings & Statutory Duties 10.50 1.00 11.50 195.65 2,250.00

10 Reports & Statutory Retums 3.00 3.00 200.00 600.00

11 Investigations 3.50 3.50 200.00 700.00

Total Post Appointment Time 40.50 38.00 30.75 109.25 22396 | 24,467.50
Notes

1 Admin & Compliance Includes: Maintenance of cash and estate records, general correspondence, compliance,
review of case files.

2 Planning & Control Includes: Case planning/strategy/trading strategy.

3 Fixed Charge Assets Includes: Dealing with various actions effecting the disposal of charged assets including
sales pack, meetings with potential purchasers.

4 Floating Charge Assets Includes: Dealing with various actions affecting the motor vehicles, plant, machinery and
office equipment.

5 Trading Includes: Disposal of work in progress/ stock and general continuation of the business.

6 Debt Collection Inciudes: Correspondence with debtors, collection of outstanding debts, maintaining debtor
records. .

7 Creditors Includes: Dealing with preferential and unsecured creditors claims.

8 Employees Includes; Employee claims (preferential and unsecured), pension matters.

9 Meetings & Statutory Duties Includes: Appointment formalities, meetings of creditors.

10 Reports & Statutory Returns Preparation of creditors reports, directors conduct reports, statutory returns submitted to

' . Companies House.
11 Investigations Includes: Investigation work.
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GAGGIA UNITED KINGDOM LIMITED - IN ADMINISTRATION

NOTICE OF CREDITORS’ MEETING




Rule 2.35

(a) Insert full nama(s)
and address(es) of
administrator(s)

{b} Insert full name and
address of registered
office of the company

{c) Insert details of place
of meeting

(d) Insert date and time

of meeting

*Delete as applicable

*Delate as applicable

Form 2.20B

Notice of a meeting of Creditors

Name of Company Company number

Gaggia United Kingdom Ltd 04301008

Court case number
2417 of 2009

In the High Court of Justice, Chancery Division,
Leeds District Registry

{full name of court}

Notice is hereby given by (a)
Pau! Andrew Whitwam
BWC Business Solutions Limited

David Leighton Cockshott
BWC Business Sclutions Limited

8 Park Place 8 Park Place
Leeds Leeds
LS1 2RU LS12RU

that a meeting of creditors of (b)

Gaggia United Kingdom Ltd

c/o BWC Business Solutions Limited

8 Park Place

Leeds

LS1 2RU

is to be held at (¢)

(c) BWC Business Solutions Limited, 8 Park Place, Leeds, LS1 2RU

on (d} 28th October 2009 at 10.00am

The meeting is:

*(1) an initial creditors’ meeting under paragraph 51 of Schedule B1 to the Insclvency Act
1986 (‘the schedule’)

| invite you to attend the above meeting.

A proxy form is enclosed which should be completed and retumed to me by the date of the
meeting if you cannct attend and wish to be represented.

In order to be entitled to vote under Rule 2.38 at the meeting you must give to me, not later
than 12.00 hours on the business day before t ay fixed for the meeting, details in writing

Joint Administrators

Dated

6 Qctober 2009 6 October 2009

A copy of the proposals fs attached

Software Supplied by Tumkey Computer Technology Limited, Glasgow
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PROXY FORM

APPENDIX VI




Rule 8.1

Please insert name of person
{who must be 18 or over) or
the Chairman of the Mesting .
If you wish to provide for
alternative proxy holders in
the circumstances that your
first choice is unable to attend
please state the name(s) of the
alternatives as well

Please delete words in
brackets if the proxy helder is
only to vote as directed i.e. he
has ne discretion

* Delete as appropriate

This form must be signed

Only to be completed if the
creditor has not signed in
person

Insolvency Act 1986

Proxy (Administration)

Form 8.2

GAGGIA UNITED KINGDOM LIMITED - IN
ADMINISTRATION

Name of Creditor

Address

Name of Proxy Holder

1

2

3

I appoint the above person to be my/the creditor’s proxy holder at the meeting of creditors to be

held on 28 October 2009 or at any adjournment of that meeting.

The proxy holder is to

propose or vate as instructed below (and in respect of any resolution for which no specific

instruction is given, may vote or abstain at his’her discretien).
Voting Instructions for resolutions

1. For the acceptance/rejection* of the administrator’s proposals as circulated

2. For the appointment of

of

representing

as a member of the creditors’ committee

Signature Date

Name in CAPITAL LETTERS

Position with creditor or relationship to creditor or other authority for signature

Remember: there may be resolutions on the other side of this form
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PROOF OF DEBT CLAIM FORM

APPENDIX VII




PROOF OF DEBT CLAIM FORM
GAGGIA UNITED KINGDOM LIMITED

The balance due to us by the above Company is made up as follows:

Gross balance according to our books:
Less: VAT refunds for bad debts claimed/claimable:

Amount of my/our claim in the administration:

Name of Creditor:

Address:

Telephone Number:

Name (BLOCK CAPITALS)

Date:

Signed:

Position:

A written statement is available on request from the Administrators acknowledging receipt of
your ¢laim,

Notes:

1. A detailed statement of zccount together with copy invoices MUST accompany this claim form.

2. Details of VAT bad debt relief procedures are contained in Leaflet 8/78/VAC which is obtainable from
any VAT office.

3. Please note that form VAT 996 is not applicable in this administration as the Official Receiver is not
involved.

4. VAT bad debt relief is not claimable in respect of goods supplied if ownership has not passed to the above

company. Your VAT bad debt relief should be held over if you have claimed reservation of title on goods
supplied until the position has been resolved.

Please return this form to: BWC Business Solutions, 8 Park Place, Leeds, LS1 2RU




