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NHP SECURITIES NO.2 LIMITED

DIRECTORS' REPORT

The Directors present thewr annual report and the audited financial statements for the year ended 30 September 2010

The Directors’ Report has been prepared in accordance with the provisions applicable to compantes entitled to the
small companies’ exemption

PRINCIPAL ACTIVITY

The principal activity of the Company 1s the holding of freehold and long leasehold interests in predominantly
modern, purpose-built care homes, the overriding leasehold mterests of which have been sold to Care Homes No 1
Limited The Directors intend to continue this activity in the forthcoming year

BUSINESS REVIEW

At 30 September 2010 the Company owned 15 freehold and 2 long leaschold investments properties valued at
£50,922,000 (2009 £51,991,000)

RESULTS

The results for the year to 30 September 2010 are set out in the profit and loss account on page 7

DIVIDENDS
No dividends in respect of the year are proposed (2009 - £ nil)

DIRECTORS
The following Directors served throughout the year except as noted

Date Appointed Date Resigned
P H Thompson 6 November 2009
M J Grant 2 July 2009 6 November 2009
JM I M Jensen 19 December 2008 -

The current Directors of the Company are detailed on page |

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

GOING CONCERN

The Company 1s a guarantor for a loan entered into by another group company and 1s also reliant on the Group to
continue as a going concern due to 1ts losses and net current habihty position Nevertheless, the Group has been
technical breach of its loan covenants since 15 December 2008 due to the fall in property values and the Directors of
the Company have been n restructuring negotiations with 1its lenders since 28 November 2008 and have entered into
a sertes of standstill agreements which suspend the rights of creditors in respect to the Semior Loan and the
Mezzanme Loan to enforce thewr nights under the loan documents and related security On 13 December 2010, a
further standst1l] agreement was put in place, expiring 14 February 2011

Since January 2009, the Directors have also been relying on a confirmation from Capita (the special servicer to the
Senmor Loan under the securiisation structure) that for so long as discussions with respect to a potential
reorganisation of the affairs of the Group and a restructuring of 1ts debt obligations are continuing, and on the
understanding that such funds shall not be applied in contravention of the terms relating to the Senior Loan, 1t 1s the
intention of the creditors with respect to the Senior Loan to provide the group with the funds 1t requires to make
payments falling due as a consequence of the group carrying on 1its business from the Senior Borrowers’ cash reserve
account within a reasonable time upon request

Given these circumstances along with other matters disclosed n note 1, the Directors do not currently expect the
Company to go nto msolvent hiquidation but there 15 a material uncertainty which may cast significant doubt as to
the Group’s ability to continue as a going concern, which casts the same doubt as to the Company’s abihty to
confinue as a going concern Nonetheless, at the present time, the Directors consider 1t appropriate to prepare the
financial statements on the gomng concern basis See further details in note 1 to the financial statements




NHP SECURITIES NO.2 LIMITED

DIRECTORS' REPORT

(Continued)

AUDITORS

Each of the persons who 1s a director at the date of approval of this report confirms that

o so far as each of the directors 1s aware, there 1s no relevant audit information of which the Company’s
auditors are unaware, and

¢ each of the directors has taken all the steps that they ought to have taken as a director 1n order to make
themselves aware of any relevant audit information and to estabhish that the Company’s auditors are aware
of that information

This confirmation 1s given and should be interpreted in accordance with the provisions of s418 of the Companies Act
2006

Deloitte LLP have indicated their willingness to be re-appointed for another term and appropriate arrangements have
been put n place for them to be deemed reappointed as auditors 1n the absence of an Annual General Meeting

Approved by the Board of Directors
and signed on behalf of the Board

'

IM] en

Director

Date 8 February 2011
Laberty House

222 Regent Street
London WI1B 5TR




NHP SECURITIES NO.2 LIMITED

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The Directors are responsible for preparing the Annual 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 elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (Umted Kingdom Accounting Standards and applicable law) Under Company Law, the
Directors must not approve the financial statements unless they are satisfied that they give a true and fair view of the
state of affairs of the Company and of the profit and loss of the Company for that pertod In preparing these
financial statements, the Directors are required to

(a) select suitable accounting polhicies and then apply them consistently,
(b} make judgements and accounting estirnates that are reasonable and prudent,
(c) state whether applicable UK Accounting Standards have been followed, subject to any material

departures disclosed and explamed 1n the financial statements, and

(@) prepare the financial statements on the going concern basis unless 1t 1s imappropriate to presume that the
Company will continue 1n business

The Directors are responsible for keeping proper accounting records that are sufficient to show and explain the
Company’s transactions and disclose with reasonable accuracy at any time the financial position of the Company and
to enable them to ensure that the financial statements comply with the Compames Act 2006 They are also
responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and
detection of fraud and other rregularities




INDEPENDENT AUDITORS' REPORT
TO THE MEMBERS OF NHP SECURITIES NO.2 LIMITED

We have audited the financial statements of NHP Secunities No 2 Limited for the year ended 30 September 2010,
which comprise the profit and loss account, the balance sheet, the statement of total recognised gains and losses,
the reconcihation of movements 1n shareholders’ funds, the note of historical cost profits and losses and the related
notes 1 to 17 The financal reporting framework that has been applied in their preparation 1s applicable law and
United Kingdom Accounting Standards (Umited Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the Company’s members, as a body, n accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the Company’s members those
matters we are required to state to them in an auditors’ report and for ne other purpose To the fullest extent
permutted by law, we do not accept or assume responsibility to anyone other than the Company and the Company’s
members as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explaned more fully in the Directors’ Responsibilities Statement, the Directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view Our responsibility
1s to audit the financial statements 1n accordance with apphcable law and International Standards on Auditing (UK
and Ireland) Those standards require us to comply with the Auditing Practices Board’s (APB’s) Ethical Standards
for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to
give reasonable assurance that the financial statements are free from material misstatement, whether caused by
fraud or error This includes an assessment of whether the accounting policies are appropriate to the company’s
circumstances and have been consistently applied and adequately disclosed, the reasonableness of sigruficant
accounting estimates made by the Directors, and the overall presentation of the financial statements

Opinion on financial statements
In our opmion the financial statements

e give a true and farr view of the state of the Company’s affairs as at 30 September 2010 and of us loss for
the year then ended,

s have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, and

e have been prepared in accordance with the requirements of the Compames Act 2006
Emphasis of matter — Going concern

In forming our opinion on the financial statements, which 1s not qualified, we have considered the adequacy of the
disclosure made n note | to the financial statements concerning the Company’s ability to continue as a going
concern The Company incurred a net loss of £502,114 for the year ended 30 September 2010 and, as of that date,
the Company’s current habihties exceeded 1ts current assets by £6,499,460 Thus the Company 1s reliant on the
Group to continue as a going concern

The Group 1s 1n breach of the financial covenants 1n its loan agreement (as described in note 1) The Directors are
in discussion with Capita Asset Services (UK) Limited regarding a resolution of the breach However, the outcome
of these discussions and the timing of their conclusion are uncertain

These conditions, along with cther matters explained 1 note 1 to the financial statements, indicate the existence of
a matenal uncertainty which may cast sigmificant doubt about the Company’s ability to continue as a gomng
concern The financial statements do not include the adjustments that would result if the Company was unable to
conitinue as a going conhcem




INDEPENDENT AUDITORS' REPORT
TO THE MEMBERS OF NHP SECURITIES NO.2 LIMITED (CONTINUED)

Opinion on other matter prescribed by the Companies Act 2006

In our opmion the information given in the Directors’ Report for the financial year for which the financial
statements are prepared 15 consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report 1n respect of the following matters where the Companies Act 2006 requires us to
report to you, 1f in our optnion

adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us, or

the financial statements are not in agreement with the accounting records and returns, or
certain disclosures of directors’ remuneration specified by law are not made, or

we have not recerved all the information and explanations we require for our audit, or

the directors were not entitled to take advantage of the small companies exemption n preparing the
Directors’ Report

Mark Beddy (Senior Statutory Auditor) a

for and on behalf of Deloitte LLP
Chartered Accountants and Statutory Auditors
London, United Kingdom

Date 8 February 2011




PROFIT AND LOSS ACCOUNT
Year ended 30 September 2010

TURNOVER AND GROSS PROFIT
Admnistrative expenses
OPERATING LOSS

Net iterest recervable and similar income

(LOSS) / PROFIT ON ORDINARY
ACTIVITIES BEFORE TAXATION

Tax on (loss) / profit on ordinary activities
{Loss) / Profit on ordinary activities after

taxation and (loss) /profit for the financial
year

NHP SECURITIES NO.2 LIMITED

Notes 2010 2009
£ £

3 4,914,341 4,841,461
4 (5,581,562) (4,891,466)
(667,221) (50,005)

5 144,868 83,412
(522,353) 33,407

6 20,239 -

13 (502,114) 33,407

Results are derived wholly from continuing operations




NHP SECURITIES NO.2 LIMITED

BALANCE SHEET
30 September 2010
Notes 2010 2009
£ £ £ £
TANGIBLE FIXED ASSETS
Investment properties 7 50,922,000 51,991,000
Investment 8 - -
CURRENT ASSETS
Debtors 9 28,079 64,110
CREDITORS: amounts falling due
within one year 10 (6,527,539) 6,041,217)
NET CURRENT LIABILITIES (6,499,460) (5,977,107
TOTAL ASSETS LESS CURRENT
LIABILITIES 44,4272 540 46,013,893
PROVISIONS FOR LIABILITIES 11 (242.470) (262,709
NET ASSETS 44,180,070 45,751,184
CAPITAL AND RESERVES
Called up share caprtal 12 2 2
Capital contribution reserve 13 30,809,580 30,809,580
Revaluation reserve 13 8,741,383 9,810,383
Profit and loss account 13 4,629,105 5,131,219

SHAREHOLDERS’ FUNDS 44,180,070 45,751,184

These financial statements were approved and authorised for 1ssue by the Board of Directors on 8 February 2011
The Company Registration number 1s 3287983

The financial statements have been prepared in accordance with the special provisions applicable to companies
subject to the small companies regime

Signed on behalf of the Board of Directors

/ K‘MQ/&,

JM ] M Jensen P H Thompson
Director Director




NHP SECURITIES NO.2 LIMITED

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
Year ended 30 September 2010

2010 2009
Note £ £
(Loss) / Profit for the year (502,114) 33,407
Net deficit on revaluation of land and buildings 13 (1,069,000} (6,170,000}
Total recognised losses for the year (1,571,114) (6,136,593}
RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS’ FUNDS
Year ended 30 September 2010
2010 2009
Note £ £
{Loss) / Profit for the year (502,114) 33,407
Net deficit on revaluation of land and buildings 13 (1,069,000) (6,170,000}
Net decrease n shareholders’ funds (1,571,114) (6,136,593)
Shareholders’ funds at the beginning of the year 45,751,184 51,887,777
Shareholders’ funds at the end of the year 44,180,070 45,751,184
NOTE OF HISTORICAL COST PROFITS AND LOSSES
Year ended 30 September 2010
2010 2009
£ £
(Loss} / Profit on ordinary activities before taxation {522,353) 33,407
Historical cost (loss) / profit on ordinary activities before taxation {522,333) 33,407
Historical cost (loss) / profit retamed for the year (502,114) 33,407




NHP SECURITIES NO.2 LIMITED

NOTES TO THE ACCOUNTS
Year ended 30 September 2010

1.

GOING CONCERN
The Company is a guarantor for a toan entered into by another group company

As at 30 September 2010, LIBRA No 2 Limited, the Company’s mtermediate parent undertaking (the
"Mezzanine Borrower") had a term loan of £70 million (the "Mezzanmine Loan") and LIBRA No 3 Limited (a
subsidiary of the Mezzanine Borrower) (the "Semor Borrower") had a term loan of £1,172 mulhon (the
"Senior Loan") secured on the investment properties and frechold land and buildings (the "Portfolio”) of the
Mezzanine Borrower and 1ts subsidiaries (the "Group"”) As at 8 Febmary 2011, the loan amounts remain
outstanding The original final maturity date of the Sentor Loan was 15 January 2009 and of the Mezzanine
Loan was 15 February 2009 (each, the "original final maturity date"), with an option to extend these loans to
15 January 2010 and 15 February 2010 respecuvely (each, the "final matunty date”), in each case provided
(among other things) that no default was outstanding at the original final matunty date

However, a fall in property values in the period to 30 September 2008 and a further fall in the penod to 15
December 2008 resulted in the breach of, among other things, the loan to value (‘LTV?) financial covenant with
respect to the Senior Loan (resulting 1 an automatic cross-default with respect to the Mezzanine Loan) As a
result, the Group was not 1n a position to extend the loans to the final maturity date Other breaches of the terms
of the loan documents, chiefty concerning information covenants, also resulted 1n defaults with respect to the
Senior Loan and the Mezzanmine Loan

Under the terms of the respective loan documents, the Senior Borrower was required to make repayment of the
Senior Loan on 15 January 2009 and the Mezzanine Borrower was required to make repayment of the
Mezzanne L.oan on |5 February 2009 These repayments were not made As a result, the respective borrowers
have become lable for an additional 2% default interest with respect to the overdue amounts The default
interest amounts have contributed to a breach of the interest cover ratio (‘ICR’) financial covenant 1n relation to
the Semor Loan (resulting 1n an automatic cross-default with respect to the Mezzanine Loan)

Since November 2008, the Directors of the Group have been in ongoing discussions with Capita Asset Services
(UK) Lymuted ("Capita™), the special servicer to the Semor Loan under the securitisation structure (which
operates on a back-to-back basis with the Senior Loan) and have entered into a series of standstill agreements
which suspend the rights of the creditors with respect to the Senior Loan and the Mezzanine Loan to enforce
their rights under the loan documents and related security On 13 December 2010 a further standsull agreement
was put in place, expiring 14 February 2011 On 17 January 2011 the Semor Borrower was unable to satisfy its
interest payment in full on the interest payment date The non full mnterest payment has been acknowledged in
the Amendment to Standstill Agreement dated 19 January 2011

"The Directors of the Group and Capita continue to explore alternative options to maximise the recovettes of the
Semor Loan, including the sale of the whole or part of the Group and/or the properties (the "Disposal
Options")

On 7 December 2010 the Group’s principal tenant, Southern Cross Healthcare ple (“Southern Cross™),
announced as part of iis preliminary full year results that 1t had engaged Morgan Stanley to review its lease
arrangements with landlords Since then, the Directors of the Company and Capita have been in on-going
discussions with Southern Cross and 1its advisors in respect of a potenttal restructuring of the Southern Cross’
obligations to the Group under the lease documents (the "Southern Cross Discussions”) Such discussions are
at a prehminary stage The Senior Borrower and Capita have jontly appomnted Ernst & Young LLP as an
advisor to assist 1n the discussions with Southern Cross and to provide on-going advice as to the various options
relating to the Group’s properties that are leased to Southern Cross

In order to be able to improve flexibility with regard to the Disposal Options and the potential restructuring
under the Southern Cross Discussions, the Directors of the Company signed an agreement on 17 January 2011
with the lenders of the Mezzanine Loan enabling the restatement and amendment of the origimal Mezzanine
Loan, which had the effect of waiving certain “hold-out”-rights under the transaction documents held by the
Mezzanine Loan lenders, which would otherwise have restricted the Group’s abihity ultimately to optimise the
Disposal Options and the Southern Cross Discussions

10




NHP SECURITIES NO.2 LIMITED

NOTES TO THE ACCOUNTS
Year ended 30 September 2010

1. GOING CONCERN (Continued)

While the Disposal Options and the Southern Cross Discussions are being progressed, the discussions with
respect to restructuring the Semor Loan and the Mezzanine Loan are on hold pending the outcome of the
Southern Cross Discussions but may be restarted in due course

As at 30 September 2010, the Directors were advised by their valuers, King Sturge LLP, that the appropnate
yield for the Portfolio was 8 77%, and the value of the Portfolio was £827 15 mitlion after allowing for
purchaser’s costs of 1 75%, valued on the basis of the individual properttes being sold as separate businesses
The LTV ratio (the total of the carrying value of the loans and the fair value of the interest rate swaps attached
to them as a percentage of market value of the total property portfolio) at that ime was 165 23% Due to a
continued fall in property values and the default interest charges, the Group was 1n a net liability position of
£678 71 million as at 30 September 2010

Kmg Sturge LLP have drawn attention 1n thewr valuation certificate as of 30 September 2010 to the fact that
recent announcements i relation to Southem Cross, a continuing lack of liquidity 1n the financial sector
together with austerity measures are detrimentally affecting market sentiment and, in the opimien of King
Sturge, are hkely to affect market values going forward

In late 2010 Capita engaged King Sturge LLP to provide an updated property valuation According to this
valuation, as at 30 December 2010 the appropriate yield for the Group's portfolio remamed at 8 77%
Notwithstanding the recent announcements 1n relation to Southern Cross, the lack of property transactions
the market, government measures, fees pressures and the lack of debt finance, King Sturge LLP has considered
that the value of the portfolio has remamed at the same level as at 30 September 2010 valuation As at 17
January 2011 the LTV ratio 1s 156 65%, calculated based on the latest valuation

in order for the Group to contmue to trade as a going concern, the Directors of each of the entities in the Group
need to be sausfied that they will continue to be able to meet their operating costs and expenses as they fall due
The Directors have prepared cash flow forecasts covering the period to 30 Apnl 2012 which indicate that there
15 a shortfall 1n the operational cash flow of the Group dunng that period The cash flow forecasts also indicate
that the ICR test will continue not to be met throughout the testing period

Since January 2009, the Directors have been relying on a confirmation from Capita, subsequently amended on
20 January 2011, that for so long as the Southern Cross Discussions continue and/or the Disposal Options are
continuing and discussions In respect of the a potential reorgamsation of the affairs of the Group and a
restructuring of its debt obhgations (the "Potential Restructuring”) may be restarted, and provided such funds
shall not be applied in contravention of the terms relating to the Semot Loan, it 1s the intention of the creditors
with respect to the Senior Loan to provide the Group with the funds 1t requires to make payments falling due as
a consequence of the Group carrying on its business (including, without limitation, (a) day to day operating
costs and expenses, (b) restructurimg and/or disposal costs, and (¢) other exceptional costs incurred 1n relation
to the Southern Cross Discussions, the Disposal Options and/or the Potential Restructuring) from the Senior
Borrower's cash reserve account within a reasonable time upon request

Given these circumstances, the Directors do not currently expect the Group to go mto msolvent hquidation,
although this posttion could change if either the negotiations for which the current standstill agreement allows
were to fail or the financial stability of Southern Cross were to deteriorate n the foreseeable future Given the
above, there 1s a matenial uncertainty which may cast significant doubt as to the Group’s ability to continue as a
going concern, which casts the same doubt as to the Company’s ability to continue as a going concern due to
the fact that the Company 1s a guarantor to the loan and 1t 1s rehant on the Group, and therefore the Company
may be unable to realise its assets and discharge its liabihities 1n the normal course of business

Nonetheless, at the present time, the Directors consider it appropriate to prepare the Company financial
statements on & gomng concern basis In the event that a gomng concern basis should become inappropriate, the
assets of the Company would be written down to their recoverable value and provision made for any further
liabilities that may arise At this time it 1s not practicable to quantify such adjustments




NHP SECURITIES NO.2 LIMITED

NOTES TO THE ACCOUNTS
Year ended 30 September 2010

2. ACCOUNTING POLICIES
Basis of accounting

Except as noted above, the financial statements are prepared under the historical cost convention, as modified
by the revaluation of investment properties, and n accordance with applicable United Kingdom accounting
standards The particular accounting policies adopted are described below The accounting policies have been
followed consistently during the current and previous years

Turnover

Turnover represents amounts receivable on overriding lease rents during the year, excluding Value Added Tax
The Company recognises the amount of turnover in accordance with the Overriding Lease Agreement

Investment Properties

The cost of investment properties 1s purchase cost, together with any 1ncidential costs of acquisition and
subsequent capital additions at costs

Investment properties represent freehold properties held for long term retention In accordance with SSAP No
19 ‘Accounting for Investment Properies’, these investment properties are valued by King Sturge LLP, the
qualified external valuers on an individual property basis at Market Value at 30 September 2010 and 2009 The
aggregate revaluation surplus or deficit 1s transferred to the revaluation reserve whilst any permament
dimmution n value 1s charged to the profit and loss account

Depreciation
Investment Properiies

In accordance with Statement of Standard Accounting Practice No 19, no depreciation 1s provided i respect of
residual property interests Under the terms of the Company’s leases, such propertics are required to be
mantained to a high standard by the tenants

This treatment 15 a departure from the statutory accounting rules, which requires all fixed assets to be
depreciated over their effective useful lives However, such property interests are not held for consumption,
but for investment, and the Directors consider that systematic depreciation would be mnappropriate and would
not give a true and fair view The accounting policy adopted 1s therefore necessary for the accounts 1o give a
true and fair view Depreciation 1s one of the factors reflected in the annual revaluation which might otherwise
have been charged, cannot be separately 1dentified or quantified

Taxation

Current tax 1s provided at amounts expected to be paid (or recovered) using the tax rates and laws that have
been enacted or substantively enacted by the balance sheet date

Defetred tax is provided n full on timing differences which have originated at the balance sheet date and which
could give rise to an obligation to pay more or less tax n the future Deferred tax 1s measured at the average tax
rates that are expected te apply n the pertods in which the tming differences are expected to reverse, based on
tax rates and laws that have been enacted or substantively enacied by the balance sheet date Deferred tax 15 not
recogmised 1n respect of gains and losses on revalued assets unless the company has entered into a binding
agreement to sell the assets and the gains or losses have been recogmised in the profit and loss account
Deferred tax assets are recogmsed to the extent that it 1s regarded as more hkely than not that they will be
recovered Deferred tax assets and liabilities are not discounted

Interest

Interest receivable and interest payable are recognised 1n the financial statements on an accruals basis

12




NHP SECURITIES NO.2 LIMITED

NOTES TO THE ACCOUNTS

Year

*

ended 30 September 2010
ACCOUNTING POLICIES (Continued)

Cash flow statement

As the Company 15 a wholly owned subsidiary, 1t has taken exemption under the terms of Financial Reporting
Standard 1 (revised 1996) ‘Cash flow statements’ from preparing cash flow statement, as 1t 1s mncluded 1n the

consolidated financial statements of LIBRA No 2 Limited, which are publicly available

TURNOVER AND GROSS PROFIT

Turnover comprises the following earned from the Company’s ordinary activities which take place wholly

within the United Kingdom

2010 2009
£ £
Overriding lease rents received from group
undertaking 4,914,341 4,841,461
ADMINISTRATIVE EXPENSES
Administrative expenses tnclude
2010 2009
£ £
Group management fees 114,273 63,075
Provision of doubtful debts — group undertakings 5,452,377 4,799,305
Fees payable to the Company’s auditors for the
audit of the annual accounts 8,912 12,000
Tax advisers fees payable to the Company’s
auditors* 6,000 13,418

The tax fees include amounts of £ml (2009 £7.418) payable to the Company’s auditors in respect of the tax

services provided on the 2004 and 20035 tax returns enquiry made by the HM Revenue and Custom

NET INTEREST RECEIVABLE AND SIMILAR INCOME

2010 2009

£ £

Loan notes interest recervable from group undertaking 498,302 440,614

Other mterest receivable 3,704 -
Interest payable to NHP Limited n respect of loan notes (357,137 (357,137)
Finance costs n (65)

144,868 83,412

13




NHP SECURITIES NO.2 LIMITED

NOTES TO THE ACCOUNTS
Year ended 30 September 2010

6. TAX ON (LOSS)/ PROFIT ORDINARY ACTIVITIES

2010 2009
£ £

Corporation tax credit
- Current year - -
Deferred tax credit 20,239 -
Total tax credit 20,239 -
Reconciliation of current year charge
(Loss) / Profit before tax (522,353} 33,407
Tax on (loss) / profit at standard rate of 28% (2009 28%) (146,259 9,354
Factors affecting tax charge
Non-deductible expenditure - 859
Non-deductible provisions 1,526,666 1,343,805
Group relief for mil consideration (1,380,407} (1,354,018

Current tax credit - -

The 1ax charge for the current year 1s tugher than that resulting from applying the standard rate of corporation
tax due to certamn expenditure being disallowable for tax purposes

The main rate of corporation tax will be reduced from 28% to 27% from 1 April 2011 There will be further 1%
reductions n the main corporation tax rate 1n each of the next three years to bring the rate down to 24% by 1
April 2014 as such the main rate of corporation tax will fali to 27% for 2011-12, with further 1% cuts in the
following three years to 26% n 2012-13, 25% 1n 2013-14, and 24% in 2014-15

7 TANGIBLE FIXED ASSETS
Investment Properties

Long
Freehold leasehold
property property

mterest mterest Total

£ £ i

At valuation 1 Qctober 2009 45,018,000 6,973,000 51,991,000
Net deficit on revaluation, transferred to revaluation

reserve (note 13) (949,000) (120,000) (1,069,000)

At valuation 30 Septernber 2010 44,069,000 6,853,000 50,922,000

Investment properties are stated at market value as at 30 September 2010 as valued by professionally qualified
external valuers The Group’s properties were valued by King Swrge LLP, Chartered Surveyors The
valuations have been prepared in accordance with the Appraisal and Valuation Standards of the Royal
Institution of Chartered Surveyors In their valuation report, King Sturge have confirmed that the opinions and
values stated therein represent their objective view as at 30 September 2010




NOTES TO THE ACCOUNTS
Year ended 30 September 2010

7.

8.

TANGIBLE FIXED ASSETS (Continued)

NHP SECURITIES NO.2 LIMITED

The King Sturge valuation report as at 30 September 2010 commented that recent announcements 1n relation to
Southern Cross and a continuing lack of hiquidity m the financial sector together with austerity measures are
detnimentally affecting market senttment and, in the opinion of King Sturge, are likely to affect market values
going forward They further commented that as these events, with particular reference to Southern Cross, are so
recent and circumstances continue to change, they were not able to accurately assess the effect there will be on
the market with the evidence available to them and they had therefore applied therr professional judgement

The Directors have reviewed King Sturge LLP’s valuation at 30 September 2010 and have considered that no

permanent dimmution 1s required on the investment properties

INVESTMENT

Cost

At 1 October 2009
Addition

At 30 September 2010
Provision

At | October 2009
Provision for the year

At 30 September 2010

Net book value:
At 30 September 2010

At 30 September 2009

Subordinated
loan notes
investment in
group
undertaking
£

12,603,232
4,913,811

17,517,043
(12,603,232)
(4,913,811)

(17,517,043)

At 30 September 2010, a loan note of £17,517,043 (2009 £12,603,232) was vested in Care Homes No 1
limnted, a group undertaking The loan note has no fixed repayment date and bear nterest of LIBOR plus

2% per annum

DEBTORS

Amounts falling due within one year
Corporation tax
Prepayments and accrued income

2010 2009
£ £

- 36,031
28,079 28,079
28,079 64,110
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10.

11

12

CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Other creditors

Loan notes due to NHP Limited*

Loan note mterest payable to group undertaking
Amounts owed to group undertakings

2010 2009

£ £

6,000 6,000

4,201,615 4,201,615

2,190,739 1,833,602
129,185 -

6,527,539 6,041,217

*The loan notes, which represent the consideration payable for assets transferred from group undertakings, have

no final repayment dates and carry loan interest at 8 5% (2009 — 8 5%) per annum

PROVISIONS FOR LIABILITIES

Provided Unprovided
2010 2009 2010 2009

Deferred taxation £ £ £ £
Accelerated capital allowances 242,470 262,709 - -
Revaluation of investment properties - - 2,778,966 5,126,987

242,470 262,709 5,126,987 5,126,987
Movement 1n deferred tax £
At 1 October 2009 262,709
Credit to the profit and loss account (20,239)
At 30 September 2010

A deferred tax liability has been recogmsed on accelerated capital allowances

242,470

The deferred tax hability on the potential capital gain arising in relation to the revalued freeholds of £2,778,966
(2009 £5,126,987) including indexation, 1s not recogmsed as the Company has no mtention to sell these

properties at this time and there 1s no binding agreement

SHARE CAPITAL

Called up, allotted and fully pard:
2 ordinary shares of £1 each

2010

2009
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13.

14.

15.

16.

17.

RESERVES Profit
Revaluation and loss
Capatal reserve account
contribution
reserve*
£ £ £
At | October 2009 30,809,580 9,810,383 5,131,219
Net deficit on revaluation of land and buildings - (1,069,000) -
Loss for the year - - (502,114)
At 30 September 2010 30,809,580 8,741,383 4,629,105

* The Company has no obligation to repay these amounts nor to provide any consideration for recesving them

CONTINGENT LIABILITIES AND GUARANTEES

The Company is one of the guarantors to a £1,172 mullion term loan facility agreement entered into by LIBRA
No 3 Limited, a group undertaking with CS Funding 1 Limited, a group undertaking of Credit Suisse on 15
January 2007 The facility 1s secured by a fixed and floating charge on group assets and unlimited guarantee
from its group undertakings On 4 April 2007 CS Funding | Limited’s rights and obligations under the £1,172
milhion term loan agreement wete assigned to Libra NHP (2007) Limited, who in tumn assigned £638 milhon to
Titan Europe 2007-1 (NHP) Limited on 24 May 2007

POST BALANCE SHEET EVENT

On 13 December 2010 a standstill agreement was put in place until 14 February 2011 which suspends the
abihty of Capita Asset Services (UK) Limited, the loan servicer to exercise 1ts nights n relation to certain
specified events of default Also, it allows the Group time to negotiate a solution to the problem of the breached
covenants without threat of foreclosure See further details in note 1 to the financial statements

RELATED PARTY TRANSACTIONS

In accordance with Financial Reporting Standard No 8 “Related Party Disclosures”, transactions with other
undertakings within the LIBRA No 2 Limited group have not been disclosed n these financial statements

PARENT UNDERTAKINGS AND CONTROLLING PARTIES

The immediate parent undertaking 1s NHP Limited, a company incorporated i Great Britain and registered n
England and Wales

The ultimate and parent undertaking 1s Delta Commercial Property LP, a limited partnership incorporated and
registered n the Isle of Man

The resuits of the Company are consolidated within LIBRA No 2 Limited, 1ts mtermediate parent undertaking,
a company mcorporated and registered n the Cayman Islands LIBRA No 2 Limited 1s both the smallest and
largest group including the Company for which consolidated accounts are prepared

Copies of the LIBRA No 2 Limited group consoiidated financial statements to 30 September 2010, which
include the results of the Company, are available from the Companies House at Crown Way, Cardiff, Wales
CFl14 3UZ




