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Barchester PropCo Linuted
Directors’ report and financial statements

31 December 2010
Directors’ report
The directors present thewr directors’ report and the audited financial statements for the year ended 31 December
2010
Principal activities

The principal activity of the Company 15 the ownership and leasing of nursmng and care homes

Business review

The directors are satisfied with the result for the peried Details of the result for the year are set out in the profit and
loss account on page 6

Barchester PropCo Limited, rents the nursing and care homes it owns to Barchester Healthcare Homes Limited, a
related undertaking who carry out the operation of nursing and care trade
Dividends

The directors do not recommend the payment of a dividend (2009 £rii)

Directors and directors’ interests
The directors who held office during the year were as follows

David Duncan
Michael Parsons
Jon Hather

Donations
The company made no political or charitable donations during the year (2009 £nuf)
Disclosure of information to auditors

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each
aware, there 1s no relevant audit information of which the Company’s auditors are unaware, and each director has
taken all the steps that he ought to have taken as a director to make hunself aware of any relevant audit information
and to establish that the Company’s auditors are aware of that information

Auditors

Pursuant to Section 487 of the Companies Act 2006, the auditors will be deemed to be reappoimted and KPMG LLP
will therefore continue 1n office

By order of the board
J Suite 201
Secretary The Chambers
Chelsea Harbour
London
SW10 0XF
30 June 2011
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Statement of directors’ responsibilities in respect of the Directors’ Report and the
financial statements

The directors are responsible for preparing the Directors' 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 they have
elected to prepare the financial statements in accordance with UK Accounting Standards and applicable law (UK
Generally Accepted Accounting Practice)

Under company law the directors must not approve the financial statements unless they are satisfied that they give a
true and fair view of the state of affairs of the company and of the profit or loss of the company for that peniod In
preparing these financial statements, the directors are required to

B select surtable accounting policies and then apply them consistently,
B make judgments and estimates that are reasonable and prudent,

W state whether applicable UK Accounting Standards have been followed, subject to any matenal departures
disclosed and explained n the financial statements, and

B prepare the financial statements on the going concern basis unless 1t 1s mappropriate to presume that the
company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006 They have general
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the company and to
prevent and detect fraud and other irregularities
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Plym House

3 Longbndge Road
Plymouth
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United Kingdom

Independent auditor’s report to the members of Barchester PropCo Limited

We have audited the financial statements of Barchester PropCo Limuted for the year ended 31 December 2010 set
out on pages 6 to 16 The financial reporting framework that has been applied in their preparation 1s apphcable law
and UK Accounting Standards (UK Generally Accepted Acceunting Practice)

This report 15 made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Compames 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 auditor’s report and for no 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 opmions we have formed

Respective responsibilities of directors and auditor

As explained more fully 1n the Directors' Responsibilities Statement set out on page 3, 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, and express an opimion on, the financial statements in accordance with applicable law and
International Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing
Practices Board's (APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 1s provided on the APB's website at
www frc org uk/apb/scope/private cfim

Opmion on financial statements
In our opimion the financial statements

* give a true and fair view of the state of the company's affairs as at 31 December 2010 and of 1ts profit for the year
then ended,

* have been properly prepared in accordance with UK Generally Accepted Accounting Practice, and
* have been prepared in accordance with the requirements of the Companies Act 2006
Opinion on other matter prescribed by the Companies Act 2006

In our opinton the information given n the Directors' Report for the financial year for which the financial statements
are prepared 1s consistent with the financial statements




Independent auditor’s report to the members of Barchester PropCo Limited
(continued)

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

+ 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 n 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

L]
——
1an J Brokenshire (Senior Statutory Auditor) —13Jul ‘j 2011
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants
3 Longbridge Road

Plymouth
PL6 8LT




Profit and loss account
Jor the year ended 31 December 2010

Note
Turnover 1
Cost of sales (Including exceptional costs of £ml (2009

£2,609.000))

Gross and operating profit
Interest payable and similar charges 5
Loss on ordinary activities before taxation 2
Tax eredit/(charge) on loss on ordinary activities 6
Profit/(loss) for the financial year 13

There were no acquisitions or discontinued activities in either period

Barchester PropCo Limited

Directors’ report and financ:al staternents
31 December 2010

2010 2009
£000 £000
4,824 4,568
(759) (3,399)
4,065 1,169
(4,543) (4,681) !
(478) (3,512)
617 (623)
139 (4,135)

—_—




Statement of total recognised gains and losses
Jor the year ended 31 December 2010

Profit/(loss) for the financial year
Unreahsed surplus on revaluation of properties
Unrealised deficit on revaluation of properties

Total recognised gans and losses relating to the financial year

Barchester PropCo Limited

Directors’ report and financial statements
31 December 2010

Reconciliation of movements in equity shareholders’ funds

Jor the year ended 31 December 2010

Profit/(loss) for the financial year
Revaluation of properties
Opening equity sharcholders’ funds

Closing equity sharcholders’ funds

Note of historical cost profits and losses
for the year ended 31 December 2010

Reported loss on ordinary activities before taxation
Difference between historical cost depreciation charge and actual depreciation
charge calculated on the revalued amount

Historical cost loss on ordinary activities before taxation

Historical cost profit/(loss) for the year retained after taxation

2010 2009
£000 £000
139 {4,135)
5,468 3,717
(65) (4,409)
5,542 (4,827
2010 2009
£000 £000
139 (4,135)
5,403 (692)
7,193 12,020
12,735 7,193
2010 2009
£000 £000
(478) (3,512)
108 112
(370) {3,400}
247 (4,023)




Balance sheet
at 31 December 2010

Fixed assets
Tangible assets
Current assets

Debtors
Cash at bank and 1n hand

Creditors amounts falling due within one year

Net current assets

Total assets less current habihittes
Creditors amounts fatling due after more than one year

Provisions for habilities
Net assets

Capital and reserves
Called up share capnal
Revaluation Reserve
Profit and loss account

Equity shareholders® funds

H

12
13
13

Barchester PropCo Limited

Directors’ report and financial statements

2010
£000 £000
77,737
132,275
274
132,549
(94,007)
38,542
116,279
(103,533)
(11)
12,735
17,925
(5,190)
12,735

31 December 2010

2009
£000 £000
67.960
100,578
2,326
102,904
(75,927)
26,977
94,037
(87,735)
(9
7,193
12,630
(5,437)
7,193

These financial statements were approved by the board of directors on 30 June 2011 and were signed on 1ts behalf

by

M

D Duncan
Director

Company Number 06322222
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Notes

(forming part of the financial statements)

1 Accounting policies

The following accounting policies have been applied consistently in dealing with items which are considered
matenial 1n relation to the financial statements, except as noted below

Bas:s of preparation

The financial statements have been prepared 1n accordance with accounting standards and under the historical cost
accounting rules modified to include the revaluation of freehold properties

The Company 15 exempt from the requirement of FRS 1 (revised 1996) to prepare a cash flow statement as 1t 1s a
wholly owned subsidiary undertaking of Barchester New PropCo HoldCo Limited and its cash flows are included
within the consohdated cash flow statement of that company

As the Company 15 a wholly owned subsidiary of Grove Limited the Company has taken advantage of the
exemption contained 1n FRS 8 and has therefore not disclosed transactions or balances with entities which form part
of the Group The consolidated financial statements of Grove Limited withm which the Company 1s included, can
be obtained from the address given in note 16

Gomng Concern

The company has considerable financial resources together with long term support from the whole Grove Group As
a consequence, the directors believe that the company 15 well placed to manage 1ts business risks successfully
despite the current uncertain economic outlook

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

Fuxed assets and depreciation

Land and buildings are shown at fair value, based on periodic valuations by external independent valuers, less
subsequent depreciation and impairment losses Valuations are performed with sufficient regulanity to ensure that
the carrying value does not differ significantly from the fair value at the balance sheet date Valuations of care
homes are calculated on an investment basis

To ensure that the carrying amount of the properties can be supported, the carrying amounts are subject to annual
impairment reviews 1n accordance with Financial Reporting Standard 11 “Impairment of fixed assets and goodwill’

Impairment reviews are undertaken where there are indications that the carrying value may not be recoverable An
impairment loss on assets carried at cost 1s recognised in the profit and loss account to reduce the carrying value to
the recoverable amount An impairment loss on assets carried at revalued amount 1s recogmsed n the revaluation
reserve, except where an asset 1s revalued below historical cost, in which case the deficit 1s recogmsed n the profit
and loss account

Increases in the carrying amount of land and buildings arising on revaluation are recognised in the revaluation
reserve  Decreases in the carrymg amount are recognised in the revaluation reserve where they reverse previous
ncreases of the same asset, all other decreases are recognised 1n the profit and loss account

The directors consider 1t appropriate for land and buildings to be revalued rather than being accounted for under the
historic cost method

Depreciation 15 provided to write off the cost/valuation less the estunated residual value of tangible fixed assets by
equal instalments over therr estimated useful economic lives as follows

Freehold buildings - 50 years
Fixtures & Fittings - 10 years
Motor vehicles - 4 years

No depreciation 1s charged on freehold land or assets in the course of construction

The estimated residual value of the Company’s freehold buildings reflects the high quality nature of those assets and
the Group’s practice to maintain those assets 1n a continual state of sound reparr and to make improvements thereto
from time to time




Barchester PropCo Limited
Directors’ report and financial statements

31 December 2010
Notes (continued)
1 Accounting pohicies (continued)
Turnover

Revenue 15 derived from leasing its properties to related undertakings under operating leases and 1s recognised on a
straight line basis over the period of the lease

Taxation

The charge for taxation 1s based on the result for the period and takes nto account taxation deferred because of
timing differences between the treatment of certain items for taxation and accounting purposes

Deferred tax 1s recognised, without discounting, 1n respect of all uming differences which have arisen but not
reversed by the balance sheet date, except as otherwise required by FRS 19

Fnancal imstruments

The Company has derivative financial instruments that have not been recognised at fair value This 15 because the
group 1s not required to apply FRS 26 ‘Financial Instrument Measurement’

2 Profit on ordinary activities before taxation
2010 2009
£000 £000
Profit on ordinary activities before taxation is stated after charging/(crediting)
Depreciation and other amounts written off tangible fixed assets
Owned 749 790
Rental income from group undertakings (4,824) (4,568)
Exceptional items
Impairment of land and buildings - 2,609
3 Auditors remuneration
2010 2009
£000 £000
Audit 4 4

The remuneration of the auditors was borne by another Group company The amount above 1s management’s best
estimate of the proportion relating to this company

4 Remuneration of directors

The Company had no employees other than directors (2009 ntl)

The directors received £ml (2009 £mi) emoluments for services to the Company during the year The directors
received remuneration for services to Grove Limited, of which Barchester PropCo Limited 1s a subsidiary
undertaking, however, the proportion attributable to their services to Barchester PropCo Limited 1s not separately
1dentifiable

5 Interest payable and similar charges
2010 2009
£000 £000
On bank loans and overdrafts 4,284 4,409
Amortisation of loan 155u€ COsts 424 517
Less loan issue costs recharged to related undertakings (165) (245)
4,543 4,681

10
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Notes (contmued)

6 Taxation
2010 2009
£000 £000
UK corporation tax
Current tax on loss for the penod - 617
Adjustments 1n respect of prior years 619) -
Total current tax (619) 617

Deferred tax (see note 11}

Ongination/reversal of ttming differences n 3
Adjustments n respect of prior years 3
Total deferred tax 2 6
Tax on loss on ordinary activities (617) 623

Factors affecting the tax charge for the current period

The current tax charge for the period 1s lower (2009 higher) than the standard rate of corperation tax in the UK of
28% (2009 28 %) The differences are explaned below

2010 2009

£000 £000
Current tax reconciliation
Loss on ordinary activities before tax (478) (3,512)
Current tax at 28% (2009 28 %} (134) (983)
Effects of
Income not allowable for tax purposes 21 (22)
Group relief 017 (86)
Non-quahfying depreciation 207 952
Transfer pricing adjustments 864 760
Capntal allowances for period in excess of depreciation 1 4)
Adjustments 1n respect of prior years (619) -
Total current tax charge (see above) (619) 617

On 22 June 2010 the Chancellor announced that the marn rate of UK corporation tax will reduce from 28% to 27%
with effect from 1 April 2011 This tax change became substantively enacted in July 2010 and therefore the effect of
the rate reduction on the deferred tax balances as at 31 December 2010 has been included in the figures above

On 23 March 2011 the Chancellor announced a further reduction 1n the main rate of UK corporation tax to 26 per
cent with effect from 1 April 2011 This change became substantively enacted on 29 March 2011 and therefore the
effect of the rate would create an additional reduction 1n the deferred tax lhiabihity of approximately £392 This has
not been reflected i the figures above as 1t was not substantively enacted at the balance sheet date

11




Notes (continued)

7 Tangible fixed assets

Cost/valuation

At 1 January 2010
Additions
Disposals
Revaluation

At 31 December 2010

Depreciation

At | January 2010
Charge for period
Disposals
Impairment*
Revaluations

At 31 December 2010

Ner book value
At 31 December 2010

At 31 December 2009

Included within land and buildings 15 £12,200,000 of land which 15 not depreciated (2009 £9,820,060)

Assets In the
course of
construction

£000

222
(222)

Freehold
land
and

buttdings

£000

74,895
5,083

3,341

83,319

7,427
486

65
{2,127)

5,851

77,468

67,468

Rarchester PropCo Linuted

Dhrectors’ report and financial statements
31 December 2010

Fixtures and Motor
fithings vehicles
£000 £000
1,104 21
50 -
(128) i)
1,026 -
625 8
260 3
(128) (1)
757 -
269 -
479 13

Total
£000

76,020
5.355
(371)
3,341

84,345

* £rul of the impairment has been recognised through the profit and loss account as the valuation was below historic

cost (2009 £2,609,000)
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Notes (continued)

7 Tangible fixed assets (continued)
The net book value of land and bulldings comprises
2010 2009
£000 £000
Freehold 77,468 67,468

The following information relates to tangible fixed assets carried on the basis of revaluations 1 accordance with
FRS 15 “Tangible fixed assets’

2010 2009

£000 £000
Historica! cost of revalued assets 64,360 59,378
Aggregate depreciation thereon (4,548) (4,049)
Historical cost net book value 59,812 55,329

The tangible fixed assets held by the Company were professionally valued on 30 November 2010 in accordance
with the Apprasal and Valuation manual of the Royal Institution of Chartered Surveyors by Colhiers CRE, external
surveyors, n accordance with Financial Reporting Standard 15 (FRS15) ‘“Tangible fixed assets’ The valuation was
£77,737,000 representing open market value of the properties as investments, having regard to the total annual rental
payable by Barchester Healthcare Homes Limited to Barchester PropCo Limited as at the date of valuation

The Colliers review was conducted m accordance with the practice statements 1n the valuation standards (The Red
Book) published by the Royal Institution of Chartered Surveyors Colliers CRE are members of the Royal
Institution of Chartered Surveyors and have appropriate qualification and recent experience in the valuation of
properties n the relevant locations

Company Directors are not aware of any material change 1n the value between 30 November 2010 and 31 December
2010, therefore valuations have not been updated per FRS15

8 Debtors
2010 2009
£000 £000
Due withw one year.
Amounts owed by group undertakings 132,208 100,511
Prepayments and accrued income 67 67
132,275 100,578

The amounts owed by group undertakings are unsecured, interest free and not subject to any fixed repayment date

13




Barchester PropCo Limited

Directors’ report and financial statements
31 December 2010

Notes (continued)

9 Creditors: amounts falhing due within one year

2010
£000

Bank loans and overdrafts (net of £467,000 unamortised 1ssue costs (2009
£467,000)) 1,732
Amounts owed to group undertakings 90,080
Corporation tax -
Accruals and deferred income 2,195
94,007

The amounts due to group undertakings are legally due on demand and are thus due within one year, although 1t 15

not expected that these amounts would be demanded within the next year

10 Creditors: amounts falling due after more than one year
2010
£000
Bank leans and overdrafis (net of £798,000 unamortised 1ssue costs (2009
£1,265,000)) 103,533

11 Provisions for habilities
Deferred tax
provision
£000
At 31 December 2009 9
Amounts provided 2
At 31 December 2010 11
The deferred tax provision relates to
2010
] £000
Difference between accumulated depreciation and amortisation and capital
allowances n
Deferred tax Liability 11

2009
£000

87,735

Total
£000

11

2009
£000

O

o

On 22 June 2010 the Chancellor announced that the matn rate of UK corporation tax will reduce from 28% to 27%
with effect from 1 April 2011 This tax change became substantively enacted in July 2010 and therefore the effect
of the rate reduction on the deferred tax balances as at 31 December 2010 has been included in the figures above

The Chancellor also proposed changes to further reduce the main rate of corporation tax by one per cent per
annum to 23 per cent by 1 April 2014, but these changes have not yet been substantively enacted and therefore are
not included 1n the figures above The overall effect of the further reductions from 26 per cent to 23 per cent, 1If
these applhed to the deferred tax balance at 31 December 2010, would be to further reduce the deferred tax hability

by approxunately £1,177
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Notes (continued)

12 Called up share captal

2010 2009
£ £
Allotted, issued and fully pard
1 ordinary share of £1 each 1 1
13 Reserves
Revaluation Profit and loss
reserve account Total
£000 £000 £000
At beginning of the year 12,630 (5.437) 7,193
Retamed profit for the year - 139 139
Unrealised surplus on revaluation of properties 5,403 - 5,403
Transfer between revaluation reserve and profit and loss
account {108) 108 -
At end of the year 17,925 (5,190) 12,735
14 Commitments

Capital commitments at the end of the financial year, for which no provision has been made, are as follows

2010 2009
£000 £000

Contracted - -

15 Fair value of assets and (iabilities

The Company has derivative financial instruments that have not been recognised at fair value This 1s because
the company 1s not required to apply FRS 26 ‘Fmancial Instrument Measurement’ The financial mstruments
are as follows

Farr value

Derivative Maturity Date Notional value 2010 2009

£000 £000 £000
Interest rate swap 28 June 2013 1,332 (129) (126)
Interest rate swap 28 June 2013 3,334 (330) (3209
Interest rate swap 28 June 2013 3,632 (311) (285)
Interest rate swap 28 June 2013 2,773 (253) (239
Interest rate swap 28 June 2013 1,968 (67) (14)
Interest rate swap 28 June 2013 2,208 (22) -
Interest rate swap 30 June 2013 6,624 (58) -
Interest rate swap 30 June 2013 10,024 (1,103) (954)
Interest rate swap 30 June 2013 5,929 (225) (RN
Interest rate swap 30 June 2013 8,317 (749) (714)
Interest rate swap 30 June 2013 10,896 (920) (849)
Interest rate swap 30 June 2013 4,013 (432) (373)
Interest rate swap 30 June 2013 38,533 (3,748) (3,689)

15
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Notes (continued)

16 Ultimate parent company and parent undertaking of larger group of which the company 1s a
member

The Company 1s a wholly owned subsidiary undertaking of Barchester New Propco Holdco Limited, a
Company ncorporated and registered 1n Jersey

The Company’s ultimate parent undertaking ts Grove Limited, a company incorporated and registered m Jersey

The smallest group in which the results of the company are consolidated 15 that headed by Barchester New
Propco Holdco Limited The largest group i which the results of the Company are consolidated 1s that headed
by Grove Limited The consolidated accounts of Barchester New Propco Holdco Limited are available to the
public and may be obtained from

22 Grenville Street
St Helier

Jersey

JE4 8PX

Channel Islands

16



