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LIBRA CARECO TOPCO LIMITED

STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The Directors are responsible for preparing the Annual Report and the financial statements in 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 (United Kingdom Accounting Standards and applicable law) Under Company Law the
Directors must not approve the financial statements unless they are satisfied that they give a 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 policies and then apply them consistently,
(b) make judgements and accounting estimates that are reasonable and prudent, and
{©) state whether apphcable UK Accounting Standards have been followed, subject to any materal

departures disclosed and explained n the financial statements, and

(d) prepare the financial statements on the going concern basis unless it 1s inappropriate to presume that
the Company will continue 1n business

The Dhrectors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company’s transactions and disclose with reasonable accuracy at any time the financial position of the Company
and enable them to ensure that the financial statements comply with the provisions of the Companies Act 2006
applicable to overseas companties 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 uregulanties




LIBRA CARECO TOPCO LIMITED

INDEPENDENT AUDITORS REPORT
TO THE MEMBERS OF LIBRA CARECO TOPCO LIMITED

We have audited the financial statements of Libra CareCo TopCo Limited for the year ended 30 September 2010,
which comprise the profit and loss account, the balance sheet and the related notes | to 15 The financial reporting
framework that has been apphed in their preparation 1s applicable law and United Kingdom Accounting Standards
{United Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the Company’s members, as a body 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 n an auditors’ report and for
o other purpose To the fullest extent permitted 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 responsibibities of directors and auditors

As explamned more fully m 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 in 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 nvolves 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 sigmificant
accounting estimates made by the Directors, and the overall presentation of the financial statements

Opinion on financial statements

In our opinion the financial statements

e give a true and fair view of the state of the Company’s affairs as at 30 September 2010 and of 1ts loss for
the year then ended,

+ have been properly prepared 1n accordance with Umited Kingdom Generally Accepied Accounting Practice,
and

e have been prepared m accordance with the requirements of the provisiens of the Companies Act 2006
applicable to overseas companies




LIBRA CARECO TOPCO LIMITED

INDEPENDENT AUDITORS’ REPORT
TO THE MEMBERS OF LIBRA CARECO TOP CO LIMITED (Continued)

Emphasis of matter — Going concern

In forming our opmion on the financial statements, which 1s not qualified, we have constdered the adequacy of the
disclosure made 1 note 1 to the financial statements concerning the Company’s ability to continue as a going
concern The Company tncurred a net loss of £3,647 for the year ended 30 September 2010 and, as of that date, the
Company’s current Liabilities exceeded 1ts current assets by £32,444 Thus the Company 1s reliant on the Group to
contimue as a gong concern

The Group 1s 1n breach of the financial covenants 1n 1ts 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 other matters explained 1n note 1 to the financial statements, indicate the existence of a
material uncertainty which may cast significant doubt about the Company’s ability to continue as a going concern
The financial statements do not include the adjustments that would result 1if the Company was unable to continue as
a going concern

Matters on which we are required to report by exception

We have nothing to report in respect of the followmg matters where the provisions of the Companies Act 2006
applicable to overseas companies require us to report to you, 1f in our opinton

. 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 received all the information and explanations we require for our audit

Dolo e LLC

Deloitte LLP

Chartered Accountants and Registered Auditors
London, United Kingdom

Date 8 February 2011




LIBRA CARECO TOPCO LIMITED

PROFIT AND LOSS ACCOUNT
Year ended 30 September 2010

Notes
Year ended 30  Year ended 30
September September
2010 2009
£ £
Administrative expenses 3 (3,647) (4,132)
OPERATING LOSS (3.647) (4,132)
LOSS ON ORDINARY ACTIVITIES BEFORE (3,647) {4,132)
TAXATION
Tax on loss on ordinary activities 4 - -
Loss for the financial year 10 (3,6047) (4,132)

Results are derived wholly from continuing operations

There are no recognised gains or losses for the current or preceding years other than as stated 1n the profit and loss
account Accordingly, no statement of total recognised gamns and losses 1s presented




BALANCE SHEET
At 30 September 2010
Notes

FIXED ASSETS
Investments 5
CURRENT ASSETS
Debtors 6
CREDITORS: amounts falling due

within one year 7
NET CURRENT LIABILITIES
NET LIABILITIES
CAPITAL AND RESERVES
Called up share capital 9
Reserve 10

SHAREHOLDERS’ DEFICIT 11

These financial statements were approved and authorised for 1ssue by the Board of Directors on § February 2011
The Company Registration number 1s FC027928

Signed on behalf of the Board of Directors

~

J M J M Jensen
Director

LIBRA CARECO TOPCO LIMITED

2010

1,357

(33,801)

(32,444)
(32,444)

—_—

2,076
(34,520)

(32,444)

/.

P H Thompson

Director

2009

1,357

(30,153)

(28,797)

(28,797)

2,076
(30,873)

(28,797)

e




1.

LIBRA CARECO TOPCO LIMITED

NOTES TO THE ACCOUNTS
Year ended 30 September 2010

GOING CONCERN

The Company 1s a guarantor for a loan entered into by another group company

As at 30 September 2010, LIBRA No 2 Limited, the Company’s mtermediate parent undertaking (the
"Mezzamine Borrower") had a term loan of £70 million (the "Mezzanine Loan") and LIBRA No 3 Limited (a
subsidiary of the Mezzanine Borrower) (the "Senior Borrower”) had a term loan of £1,172 mllion (the
"Sensor Loan") secured on the investment properties and freehold land and buildings (the "Portfolio") of the
Mezzanine Borrower and iis subsidiaries (the "Group") As at 8 February 2011, the loan amounts remain
outstanding The oniginal final maturity date of the Senior 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 respectively (each, the "final maturity date"), in each case provided
(among other things) that no default was outstanding at the original final matunity date

However, a fall in property values in the period to 30 September 2008 and a further fall m the period 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 n an automatic cross-default with respect to the Mezzanine Loan)
As a result, the Group was not n a position to extend the loans to the final maturity date Other breaches of the
terms of the loan documents, chiefly concerning information covenants, also resulted in defaults with respect to
the Senmior Loan and the Mezzanine Loan

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

Since November 2008, the Directors of the Group have been i ongoing discussions with Capita Asset Services
(UK) Limited ("Capita™), the special servicer to the Sentor Loan under the secuntisation 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 rnights of the creditors with respect to the Senior Loan and the Mezzanine Loan to enforce
therr nghts under the loan documents and related secunity On 13 December 2010 a further standstill
agreement was put n place, expiring 14 February 2011 On 17 January 2011 the Sentor Borrower was unable
to satisfy 1ts mterest payment in full on the interest payment date The non full interest 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 ophions to maximise the recoveries of the
Senior Loan, including the sale of the whole or part of the Group and/or the properttes (the "Disposal
Options™)

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

In order to be able to improve flexibihty 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 original 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 ability ulimately to optimise the
Dssposal Options and the Southern Cross Discussions




LIBRA CARECO TOPCO 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 Senior 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
appropriate yield for the Portfolio was 8 77%, and the value of the Portfolio was £827 15 mllion after
allowing for purchaser’s costs of 1 75%, valued on the basis of the individual properties 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
time was 165 23% Due to a continued fall in property values and the default interest charges, the Group
was n a net hability position of £678 71 milhion as at 30 September 2010

King Sturge LLP have drawn attention in their valuation certificate as of 30 September 2010 to the fact
that recent announcements in relation to Southern Cross, a continuing lack of liquidity n the financial
sector together with austenty measures are detrimentally affecting market sentiment and, 1n the opinion of
King Sturge, are likely 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 remained at 8 77%
Notwithstanding the recent announcements n relation to Southern Cross, the lack of property transactions
in the market, government measures, fees pressures and the lack of debt finance, King Sturge LLP has
considered that the value of the portfolto has remained 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 erder for the Group to continue to trade as a going concern, the Directors of each of the entities n the
Group need to be satisfied 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 April 2012 which
mdicate that there 1s a shortfall in the operational cash flow of the Group during that period The cash
flow forecasts also indicate that the ICR test will continue not to be met throughout the testing period

Simce 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 1n respect of the a potential reorgamisation of the affairs
of the Group and a restructuring of its debt obligations (the "Potential Restructuring™) may be restarted,
and provided such funds shall not be applied in contravention of the terms relating to the Senior Loan, 1t
1s the intention of the crediors with respect to the Semor Loan to provide the Group with the funds it
requires to make payments falling due as a consequence of the Group carrying on 1ts business (including,
without Iimitation, (a) day to day operating costs and expenses, (b) restructuring and/or disposal costs,
and (c) other exceptional costs ncurred n 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 de not currently expect the Group to go nto nsolvent
liquidation, although this position could change 1f either the negotiations for which the current standstil]
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 matenal 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 Cempany’s
ability to continue as a going concern due to the fact that the Company 15 a guarantor to the loans and 1t 15
reliant on the Group, and therefore the Company may be unable to realise its assets and discharge 1ts
habilities 1n the normal course of business

Nonetheless, at the present ime, the Directors consider 1t appropniate to prepare the Company financial
statements on a going concern basis In the event that a going concern basis should become inappropriate,
the assets of the Company would be wnitten down to ther recoverable value and provision made for any
further liabihties that may arise At this time 11 1s not practicable to quantify such adjustments




LIBRA CARECO TOPCO LIMITED

NOTES TO THE ACCOUNTS
Year ended 30 September 2010

2.

ACCOUNTING POLICIES

The financial statements have been prepared under the historical cost convention, and in accordance with
Section 396 of the Overseas Companies Regulations 2009 The financial statlements have been prepared
in accordance with United Kingdom Generally Accepted Accounting Practice (as 1ssued by ASB) The
financial statements have been audited n accordance with International Standards on Auditing (UK and
Ireland)

The particular accounting policies adopted are described below They have been applied consistently
throughout the year and the preceding year

Exemption from consohdation

The Company has taken advantage of section 401 of the Companies Act 2006 from the requirement to
prepare group accounts as the Company 1s itself a subsidiary undertaking of LIBRA No 2 Limuted These
financial statements provide information about the Company as an individual undertaking and not about
1ts group

Taxation

Current tax, mncluding UK corporation 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

Deferred tax 1s provided m 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 in the future Deferred tax 1s measured at
the average tax rates that are expected to apply in the pertods in which the timing differences are expected
to reverse, based on tax rates and laws that have been enacted or substantively enacted by the balance
sheet date Deferred tax is not recognised n respect of gains and losses on revalued assets unless the
company has entered into a binding agreement to sell the assets and the gamns or losses have been
recognised n the profit and loss account Deferred tax assets are recogmsed to the extent that it is
regarded as more hkely than not that they will be recovered Deferred tax assets and lhabilities are not
discounted

Forelgn currencies

Transacuons denominated in foreign currencies are recorded at the rates of exchange ruling at the dates of
the transactions All monetary assets and habilities in foreign currencies are expressed 1n sterling at the
year end rates Gains and losses arising from the movements in exchange rates during the period are dealt
with 1n the profit and loss account

Investments
Fixed asset investments are stated at cost less provision for impairment
Cash flow statement

The directors have elected to take advantage of the exemption under FRS 1 not to prepare a cash flow
statement as the financial statements of the ultimate parent company contamn a consolidated cash flow
statement and are obtamable from Companies House

ADMINISTRATIVE EXPENSES
The Company had no employees during the current or preceding year
No Directors’ fees have been charged to the profit and loss account in the current or preceding year

The audit fees of £1,000 for the current and preceding year have been borne by NHP Management
Limited, a group undertaking




NOTES TO THE ACCOUNTS
Year ended 30 September 2010

LIBRA CARECO TOPCO LIMITED

4. TAX ON LOSS ON ORDINARY ACTIVITIES

Year ended 30 Year ended 30
September 2010 September 2009
£ £
Corporation tax - -
Loss before tax (3,647) (4,132)
Tax on loss at standard rate of 28% (2009 28%) (1,021) (1,157)
Factors affecting tax charge
Increase n loss carmed forward 1,021 1,157

Current tax charge - -

The tax charge for the current year 1s higher than that resulting from applying the standard rate of
corporation tax due to ncrease 1 tax losses carried forward

The mamn rate of corporation tax will be reduced from 28% to 27% from | April 2011 There will be
further 1% reductions in the main corporation tax rate in each of the next three years to bring the rate
down to 24% by 1 Apnl 2014 as such the main rate of corporation tax will fall to 27% for 2011-12, with

further 1% cuts in the followmg three years to 26% n 2012-13, 25% 1n 2013-14, and 24% in 2014-15

5. INVESTMENTS

Cost

At 1 October 2009 and 30 September 2010

Provision

At 1 October 2009 and 30 September 2010

Net book value:
At 30 September 2010

At 30 September 2009

£

2,077

(2,077)

At 30 September 2010, the Company held investments either directly or indirectly m the following

principal subsidiary undertakings

Name

Libra CareCo Equity Co Limited *

Libra CareCo CH2 PropCo Holdco
Limited *

Libra CareCo CH2 PropCo Limited
Libra CareCo Holdings Limited

Libra CareCo Investments 1 Limited

Libra CareCo Investments 2 Limited

Country of %

incorporation Holdings
Cayman Islands 100%
Great Britain 100%
Great Britain 100%
Great Britain 98 4%
Great Britain 100%
Great Britain 100%

Principal activity

Investment company n group undertaking with
mvestment in care home properties
Investment company in group undertaking with
mvestment i care home properties
Investment in care home properties

Investment company in group undertaking with
investment n care home properties
Investment company in group undertaking with
investment in care home properties
Investment company tn group undertaking with
mvestment 1n care home properties

10



NOTES TO THE ACCOUNTS
Year ended 30 September 2010

5.

INVESTMENTS (Continued)

Name
Libra CareCo Limited

NHP Limited

NHP Securities No 1 Limited
NHP Securimes No 2 Limited
NHP Securities No 3 Limited
NHP Securities No 4 Limited
NHP Securities No 5 Limited
NHP Securities No 6 Linmted
NHP Securities No 8 Limited
NHP Securities No 9 Limited

NHP Securities No 11 Limited

NHP Management Limited

NHP Operations (York) Limited
Care Homes No | Limited

Care Homes No 2 (Cayman) Limited
LLNH Limited

Ultima Holdings Limited

Ultima Healthcare Limited
Eton Hall Homes Limited
Ultima Care Limited
Platinum Healthcare Limited

Country of

LIBRA CARECO TOPCO LIMITED

%

incorporation Holdings Principal activity

Great Britain
Great Britain

Great Britain
Great Britain
Great Britain
Great Britain
Jersey
Great Britain
Jersey
Jersey

Jersey

Great Bnitain
Great Britain

Cayman Islands
Cayman Islands

Great Britain
Great Britain

Great Britain
Great Britain
Great Britain
Great Britain

* held directly by Libra Careco Topco Limited

6.

All shares held are ordinary shares

DEBTORS

Prepayments

100%

100%

100%
100%
100%
100%
100%
100%
100%
100%

100%

100%
100%
100%
100%
100%
100%

100%%
100%
100%
100%

Parent company of subsidiary undertakings with

investment in care home properties

Parent company of subsidiary undertakings with

investment 1n care home properties

Investment 1n care home properties

Investment in care home properties

Investment 1n care home properties

Partner in LLNHP Partnership

Investment in care home properties

Investment in care home properties

Investment 1n care homes properties

Investment i overnding leases of care home
Properties

Parent company of NHP Securities No 9
Limited

Management of care home property portfolios

Care home property development

Investment in care homes properties

Investment in care homes properties

Partner in LLHNP Partnership

Immediate parent company of Ultima Group
Undertakings

Care home operator

Care home operator

Care home operator

Care home operator

CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Amount due to group undertakings

2010 2009
£ £
1,357 1,357
2010 2009
£ £
33,801 30,153

Amounts due to group undertakings are due on demand bearing no interest

11




NOTES TO THE ACCOUNTS
Year ended 30 September 2010

10

11.

12.

DEFERRED TAXATION

Losses carried forward

LIBRA CARECO TOPCO LIMITED

Provided Unprovided
2010 2009 2010 2009
£000 £000 £000 £000
- - (3,804) (2,924)
- - (3,804) (2,924)

No deferred tax asset has been recognised n respect of the losses carried forward as it 1s considered that it 1s
uncertain whether there will be sufficient taxable profits in the future to utilise losses

CALLED UP SHARE CAPITAL

Called up, allotted and fully paid:
207,590 ordinary shares at £0 01 each

RESERVES

Profit and loss account
At 1 October
Loss for the financial year

At 30 September

2010 2009

£ £
2,076 2,076
2010 2009

£ £
(30,873) (26,741)
(3.647) (4,132)

(34,520) {30,873)

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS® DEFICIT

At 1 October
Loss for the financial year

At 30 September

CONTINGENT LIABILITIES AND GUARANTEES

2010 2009

£ £
(28,797) (24,665)
(3,647) (4,132)

(32,444) (28,797)

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

12




LIBRA CARECO TOPCO LIMITED

NOTES TO THE ACCOUNTS
Year ended 30 September 2010

13.

14.

15.

POST BALANCE SHEET EVENT

On 13 December 2010 a standstill agreement was put in place until 14 February 2011 which suspends the
ability of Capita Asset Services (UK) Limuted, the loan servicer to exercise its rights in 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

The exemption under Financial Reporting Standard No 8 “Related Party Disclosures™ has been taken and
consequently, transactions with other undertakings within the LIBRA No 2 Limited group have not been
disclosed in these financial statements

PARENT UNDERTAKINGS AND CONTROLLING PARTIES

The immediate parent undertaking 1s Libra CareCo Superholdco Limited, a company incorporated in the
Cayman Islands

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

The results of the Company are conscolidated within LIBRA No 2 Limited, 1ts intermediate parent
undertaking, a company incorporated and registered in 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 consolidated financial statements to 30 September 2010, which

mclude the results of the Company, are available from the Companies House at Crown Way, Cardiff,
Wales CF14 3UZ
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