Company Registration No. 06535173 (England and Wales) .

LARCH (NURSING HOMES NO.2) LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 27 SEPTEMBER 2018

A

A17 26/05/2020 #302
COMPANIES HOUSE

TUESDAY



LARCH (NURSING HOMES NO.2) LIMITED

COMPANY INFORMATION
Directors Mr S Maddison
Mr M Calvert
Secretary Mr S Maddison
Company number 06535173
Registered office 30 Finsbury Square
London
EC2A 1AG
Independent Auditors PricewaterhouseCoopers LLP
1 Embankment Place
London

WC2N 6RH




LARCH (NURSING HOMES NO.2) LIMITED

CONTENTS
Page

Strategic report _ 1-2
Directors' report 3
Directors' responsibilities statement 4
Independent auditors’ report 5-7

t
Statement of comprehensive income 8
Balance sheet 9
Statement of changesin equity 10

Notes to thefinancial statements 11-19




LARCH (NURSING HOMES NO.2) LIMITED

STRATEGIC REPORT
FOR THE PERIOD ENDED 27 SEPTEMBER 2018

The directors present the strategic report for the period ended 27 September 2018.

Principal activities, review of the business and future developments

The company acts as a holding company. . It made a loss of £48m for the period ended 27 September 2018
(year ended 29 September 2017: £nil) as a result of a provision of £48m made for intercompany receivables.
Net liabilities were £183.5m at the period-end (year ended 29 September 2017: net liabilities of £135.5m) due to
an impairment of investment in a subsidiary in the year ended 30 September 2011 of £135.5m and the provision
made for intercompany receivables.

The future remains uncertain due to the financing situation described below under going concern.

Principal risks and uncertainties

The key business risks and uncertainties affecting the company are considered to relate to the fact that the
group, of which the company is a part, operates within a highly competitive market place. The director of the group
has reviewed the group's exposure to credit risk, liquidity risk and cashflow risk. These risks and uncertainties
are discussed in the company’s ultimate parent’s group annual report which does not form part of this report.

Financial risk management

The company's activities expose it to a number of financial risks including credit risk, cash flow risk and liquidity
risk. Further discussion of the financial risk management objectives and policies, in the context of the group as a
whole, are discussed in the company’s ultimate parent’s group annual report which does not form part of this
report.

Key performance indicators

The company is managed by the directors in accordance with the strategies of its ultimate parent company,
Larch (Nursing Homes) Holdco Limited. For this reason, the directors believe that key performance indicators for
the company are not necessary or appropriate for an understanding of the development, performance or position
of the business. These strategies and key performance indicators are discussed in the company’s ultimate
parent’s group annual report which does not form part of thisreport.




LARCH (NURSING HOMES NO.2) LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE PERIOD ENDED 27 SEPTEMBER 2018

Golng concorn
The company s fundsd by way of an on-demand loan from its intermediatas parent which ls, itsalf, funded by
bank loans, Furthermore, the company has charged (s assats to the landars ta its Intermediata parant company.

Consequent to the financial dificulties expariencad by the original tanant which oparated the nursing hemes
rented from fellow group undertakings, the lendars to the intermed|ate parent restructured the terms of the loans
such that the lenders would not demand repsymeant of their loans until their maturity dates despite the
intermedisls parent being unable to fully service the loans or mest their financial covenants,

The loans were due for repayment on 18 January 2016, however the tenders have confirmed that they do not
have a current intantion of demanding repayment of the leans within 12 months of the signing of tha financlal
statements. Accordingly, whiist the directors expect thot the graup and the parant company wiil remaln agoing
concam In tho short term, there is considerable uncartalnty in the future. Thesa circumstances Indicato the
-axistanco of a mataﬂal uncentainty which may cast significant doubt ebout the group snd the parentcompany’s
abliity to continue as a going concem In the longer term. The financiel statements do not Include the adjustments
that would result if the company was unable to continue as a going concern,

As the lenders hava indicated that thay do not Intend a break-up of the group and parent company, the financlal
statements have bsen prepared on & going concem basls.

By order of tha board

28 May 2020
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LARCH (NURSING HOMES NO.2) LIMITED

DIRECTORS' REPORT
FOR THE PERIOD ENDED 27 SEPTEMBER 2018

The directora presant their report and auditad financial statements for the poriod ended 27 Septembar 2018,

Directors .
The directors who held office eilther during the pariod or up to the date of signature of tha financis! statemants
ware as follows:

Mr L Sebastian {Resigned 21 September 2018)
Mr S Maddison (Appointed 21 September 2018)
Mr M Calvert (Appointed 21 Saeptember 2018)

Uncortainties arising from Covid-19°

Wa have looked at the uncertainties arising from Covid-18 facing all businessas and chailenged oursalves as fo the
impact on estimates made within thess finenciel siatements including on the related disclosures and the
sppropristansas of the going concarn baals of preparation of the financis) statements. All of ihess depand on
assesaments of tha future economic environment which Is plainly subjectiva.

The short-tarm impact on the opsrstional care homes, baing ihe principal undsrlying essats of the group of which the
Company forms a part, was [nitlally positive with occupency [ncraasing (n the first couple of weaks post the 'lockdown’
of the UK In mid-March 2020, However, as {s common with tha care home sacter as 8 whole, the Inilial positive Impact
has been followed by a number of waaks of daclining cccupancy. Tha medium to fonger tarm impact of Covid-19 Is
more difiicult to estimate but, based on our current assesament of tha portfolio and our assassment of the future
market conditions, we are confident that the viability of the oparational care homes wiil remain atrong moving forward,

Wa gpecifically commaent on the impact on our going concem assassment on page 12,

Resuits and dividsnds
The results for the perfod are sat out on page 8.

No dividend was pald during the period (year ended 29 Septembar 2017: £nll). The directors do not recommeand
the payment of a final dividend (year ended 20 September 2017; £nll).

The business review, financlal risk management and going concern are included in the strategic report.

Qualifying third party iIndomnity provisions

The company has made quallfying third-party Indemnity provislons for the banefit of certain of its directors during
the period. Those provisians remain In force at tho raporting date.

indopondont Audltors

The Independant Auditors, PricewaterhousaCoopers LLP, are deamed to be reappointed under saction 487(2) of
the Companles Act 2008.

Statement of disclosure to iIndopendent Audilors

So far as each person who was a director at the dste of approving this repont Is aware, there s no ralevant audit
Information of which the company's auditors are unaware, Additionally, the directors have taken all the necessary
staps that they ought to heve taken as directors in order to make thomselves aware of all rolevant audit
information and to establish that the company's auditors are aware of that information,

On behalf of the board

1
el

26 Moy 2020




LARCH (NURSING HOMES NO.2) LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE PERIOD ENDED 27 SEPTEMBER 2018

The directors are responsible for preparing the Annual Report and the financlal stataments In sccordance with
applicabls law and regulstion.

Company law requiras the directors to prepare financial statements for each finnncial paried. Under that law the
diractors have praparsd the financial statements in accordance wilth United Kingdom Generally Accepted
Accounting Practico (United Kingdom Accounting Standards, comprising FRS 102 "The Financial Reporiing
Standard spplicable in the UK and Republic of iraland®, and appilcable law). Under company law the directors
must not approva the financial gtatemsents uniess they are satlasfiad that they give a true and fair visw of the state
of affairs of the company and of the profit or loss of the company for that pariod. In preparing the financial
statements, the directors are required to:

= salect suitable accounting policles and then apply them consistently;

» state whethar applicable United Kingdom Accounting Standards, comprising FRS 102, have been
followed, subjact to any meteral departures disclosed and explainad in the financial statements;

* make judgaments and eccounting estimates that are reasanabla and prudant; and

+ prepare the financial stetaments on the going concern basis unless |t is Inappropriate to presume that
the company will continue In busineas.

The directors are responsibls for keeping adequate accounting records (hat aro sufficient to show and explaln
the company's transactions and discloge with reasonable accuracy gt any time the financial position of the.
‘company and enable them to ensure that the financial statements comply with the Companles Act 2008.

Tha directors are alao responsible for safeguarding the agssats of the company and henca for taking reasonable
steps for the prevention and detection of fraud and otharirregularities. :

. On behalf of the doard

28 May 2020




LARCH (NURSING HOMES NO.2) LIMITED
INDEPENDENT AUDITORS' REPORT
TO THE MEMBERS OF LARCH (NURSING HOMES NO.2) LIMITED

Report on the audit of the financial statements

Opinion
In our opinion, Larch (Nursing Homes No.2) Limited’s financial statements:

e give a true and fair view of the state of the company’s affairs as at 27 September 2018 and of its loss for the
period then ended,;

¢ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable
in the UK and Republic of Ireland”, and applicable law); and

* have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual Report and Financial Statements (the “Annual

Report”), which comprise: the balance sheet as at 27 September 2018; the statement of comprehensive income, the
statement of changes in equity for the period then ended; and the notes to the financial statements, which include a

description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with Intemational Standards on Auditing (UK) (“ISAs (UK)") and applicable
law. Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the
financial statements section of our report. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our audit
of the financial statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfilled our other
ethical responsibilities in accordance with these requirements.

Material uncertainty related to going concern

In forming our opinion on the financial statements, which is not modified, we have considered the adequacy of the
disclosure made in note 1.5 to the financial statements concerning the company's ability to continue as a going
concern. The company is funded by way of an on-demand ioan from its intermediate parent which is, itself, funded by
bank loans. The intermediate parent company's bank loans were due for repayment on 16 January 2016 but remain
unpaid. The lenders have indicated to the directors their intention not to exercise their first ranking fixed charges over
the group's properties within 12 months from the date the financial statements are signed. Accordingly, whilst the
directors expect that the company will remain a going concern in the short term, there is considerable uncertainty in
the future. These conditions, along with the other matters explained in note 1.5 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 if the company was unable
to continue as a going concern.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and
our auditors’ report thereon. The directors are responsible for the other information. Our opinion on the financial
statements does not cover the other information and, accordingly, we do not express an audit opinion or, except to
the extent otherwise explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit, or otherwise appears to be materially misstated. If we identify an apparent material
inconsistency or material misstatement, we are required to perform procedures to conclude whether there is a
material misstatement of the financial statements or a material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we are required
to report that fact. We have nothing to report based on these responsibilities.




LARCH (NURSING HOMES NO.2) LIMITED
INDEPENDENT AUDITORS' REPORT
TO THE MEMBERS OF LARCH (NURSING HOMES NO.2) LIMITED (CONTINUED)

Reporting on other information (continued)

With respect to the Strategic Report and Directors’ Report, we also considered whether the disclosures required by
the UK Companies Act 2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK) require
us also to report certain opinions and matters as described below.

Strategic Report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic Report
and Directors’ Report for the period ended 27 September 2018 is consistent with the financial statements and has
been prepared in accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its environment obtained in the course of the audit,
we did not identify any material misstatements in the Strategic Report and Directors’ Report.

Responsibilities for the financial statements and the audit
Responsibilities of the directors for the financial statements

As explained more fully in the Directors’ Responsibilities Statement set out on page 4, the directors are responsible
for the preparation of the financial statements in accordance with the applicable framework and for being satisfied
that they give a true and fair view. The directors are also responsible for such internal control as they determine is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as
a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the company or to cease operations, or have no realistic
alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website at:
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving
these opinions, accept or assume responsibility for any other purpose or to any other person to whom this report is
shown or into whose hands it may come save where expressly agreed by our prior consent in writing.




LARCH (NURSING HOMES NO.2) LIMITED
INDEPENDENT AUDITORS' REPORT
TO THE MEMBERS OF LARCH (NURSING HOMES NO.2) LIMITED (CONTINUED)

Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:
+ we have not received all the information and explanations we require for our audit; or

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

e certain disclosures of directors’ remuneration specified by law are not made; or
+ the financial statements are not in agreement with the accounting records and returns.
We have no exceptions to report arising from this responsibility.

\'ML—-—-‘

Suzanne Woolfson (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London )

27 May 2020




LARCH (NURSING HOMES NO.2) LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE PERIOD ENDED 27 SEPTEMBER 2018

Period ended Year ended

27 Sept 2018 29 Sept 2017

Notes £ £
Provision made for intercompany balances due (48,000,000) -
{Loss)/result on ordinary activities before taxation 3 (48,000,000) -
Tax on (loss)/result on ordinary activities 5 - -
(Loss)/resuit for the financial period/year (48,000,000) -
Other comprehensive income - -
Total comprehensive expense for the period/year (48,000,000) -

The statement of comprehensive expense has been prepared on the basis that ali operations are continuing
operations.




LARCH (NURSING HOMES NO.2) LIMITED

BALANCE SHEET
AS AT 27 SEPTEMBER 2018
27 Soptomber 2018 28 September 2017

Notes £ £ [ 4 £
Fixod Assots
Investments 8 1 1
Curront Assots
Debtors 7 - 48,000,000
Creditors: amounts falling 8 (183,480,889) (183,488,888)
due within ons year
Not current liabllities » (183,488,888) {135,488,888)
Total assots (oss curront (183,480,888) (135,488,888)
liabllitios
Not liabllities g163.488,688] ‘188'488@86)
Capital and roasrves
Called up share capital 8 1 1
Retained deficht {183,468,888) {135,488,888)
“Total equity (183,488,888) (135,488,868)

The financlal stataments ware approved by the board of diractors and authorised for lasue on 28 May 2020
and ere signad on its bshalf by:

Company Reglistration No. 08535173

-8



LARCH (NURSING HOMES NO.2) LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE PERIOD ENDED 27 SEPTEMBER 2018

Retained
Deficit
£

(135,488,889)

Total
£

(135,488,888)

(135,488,889)
(48,000,000)

(135,488,888)
(48,000,000)

Called up
share
capital

£
Balance at 30 September 2016 1
Result and total comprehensive income -
for the financial year
Balance at 29 September 2017 1
Loss and totat comprehensive expense -
for the financial period
Balance at 27 September 2018 1

(183,488,889)

(183,488,888)

-10-



LARCH (NURSING HOMES NO.2) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 27 SEPTEMBER 2018

1.1

1.2

1.3

14

Accounting policies

General information

Larch (Nursing Homes No.2) Limited is a private company limited by shares incorporated in England and
Wales. The registered office is 30 Finsbury Square, London, EC2A 1AG. The company acts as a holding
company.

Statement of compliance

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland” (“FRS 102") and the requirements of the Companies
Act 2006.

Basis of preparation and summary of significant accounting policies

These financial statements have been prepared on a going concern basis and under the historical cost
convention. The principal accounting policies applied in the preparation of these financial statements are
set out below. These policies have been consistently applied to all the years and periods presented uniess
otherwise stated.

The financial statements are prepared in sterling, which is the functional currency of the company.
Monetary amounts in these financial statements are rounded to the nearest £.

Exemptions for qualifying entities under FRS 102

FRS 102 allows a qualifying entity certain disclosure exemption if certain conditions have been complied
with, including notification of and no objection to, the use of exemptions by the company's shareholders. A
qualifying entity is defined as a member of a group that prepares publicly available financial statements,
which give a true and fair view, in which that member is consolidated. The company is a qualifying entity as
its results are consolidated into the financial statements of Larch (Nursing Homes) HoldCo Limited which
are publicly available.

As a qualifying entity, the company has taken advantage of the following exemptions:

» from the requirement to prepare a statement of cash flows as required by paragraph 3.17 (d) of
FRS 102; and

» from the requirement to present financial instruments disclosures, as required by FRS 102
paragraphs 11.39to 11.48A, paragraph 12.26 and 12.29.

Exemption from consolidation

The company has taken advantage of the exemption under section 400 of the Companies Act 2006 not to
prepare consolidated financial statements. The financial statements present information about the company as
an individual entity and not about the group.

Larch (Nursing Homes No.2) Limited is a wholly owned subsidiary of Larch (Nursing Homes) HoldCo Limited, a
company incorporated in England and Wales, and the results of Larch (Nursing Homes No.2) Limited are
included in the consolidated financial statements of Larch (Nursing Homes) HoldCo Limited which are available
from Quadrant House, Floor 6, 4 Thomas More Square, London, E1W 1YW,

-11 -



LARCH (NURSING HOMES NO.2) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE PERIOD ENDED 27 SEPTEMBER 2018

1

1.5

1.6

1.7

Accounting policies (Continued)

Going concern

The company is funded by way of an on-demand loan from its intermediate parent which is, itself, funded by
bank loans. Furthermore, the company has charged its assets to the lenders to its intermediate parent
company.

Consequent to the financial difficulties experienced by the original tenant which operated the nursing homes
rented from fellow group undertakings, the lenders to the intermediate parent restructured the terms of the
loans such that the lenders would not demand repayment of their loans until their maturity dates despite the
intermediate parent being unable to fully service the loans or meet their financial covenants.

The loans were due for repayment on 16 January 2016, however the lenders have confirmed that they do
not have a current intention of demanding repayment of the loans within 12 months of the signing of the
financial statements. Accordingly, whilst the directors expect that the group and the parent company will
remain a going concern in the short term, there is considerable uncertainty in the future. These circumstances
indicate the existence of a material uncertainty which may cast significant doubt about the group and the
parent company's ability to continue as a going concern in the longer term. The financial statements do not
include the adjustments that would resuit if the company was unable to continue as a going concern.

As the lenders have indicated that they do not intend a break-up of the group and parent company, the
financial statements have been prepared on a going concern basis.

Impact on Going Concern of Covid-19

The uncertainty as to the future impact of the recent Covid-19 outbreak in particular has been considered as part
of the Company’s adoption of the going concern basis and, indeed, we have delayed the signing of our financial
statements, to enable us to fully assess the financial impact of Covid-19.

Whilst we have noted a downward trend in occupancy of the homes owned by the group of which the company
forms a part following the initial post ‘Lockdown’ increase in occupancy, we consider that the operational care
homes are well placed to manage this downturn and to gain market share once the market recovers. We are
satisfied that the financial projections prepared for the group (of which the company forms a part) for the next 18
months have a prudent assessment of the impact of the potential downturn embedded in them.

There has been no impact on the activities of the Company by the restrictions placed on it by the Government's
‘lockdown’ restrictions.

We have discussed the impact of Covid-19 on the financial position of the Company with the principal creditors of
the Company who have confirmed their continued support to the Company and the group of which it forms part.

Overall, we are satisfied that, at this point in time, nothing that has arisen out of the Covid-19 pandemic indicates

that it would not be appropriate to continue to adopt the going concem basis for the preparation of the financial
statements.

Investments

Investments in subsidiaries, associates and jointly controlled entities are initially measured at cost and
subsequently measured at cost less any accumulated impairment losses. The investments are assessed
for impairment at each reporting date and any impairment losses or reversals of impairment losses are
recognised immediately in profit or loss.

A subsidiary is an entity controlled by the company. Control is the power to govern the financial operating
policies of the entity so as to obtain benefits from its activities.

-12-



LARCH (NURSING HOMES NO.2) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE PERIOD ENDED 27 SEPTEMBER 2018

1.8

Accounting policies (Continued)

Financial instruments

The company has elected to apply the provisions of Section 11 ‘Basic Financial Instruments’ and Section
12 ‘Other Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised in the company's statement of financial position when the company
becomes party to the contractual provisions of the instrument.

Financial assets and liabilities are offset, with the net amounts presented in the financial statements, when
there is a legally enforceable right to set off the recognised amounts and there is an intention to settle on a
net basis or to realise the asset and settle the liability simultaneously.

Basic financial assets

Basic financial assets, which include debtors and cash and bank balances, are initially measured at
transaction price including transaction costs and are subsequently carried at amortised cost using the
effective interest method unless the arrangement constitutes a financing transaction, where the transaction
is measured at the present value of the future receipts discounted at a market rate of interest. Financial
assets classified as receivable within one year are notamortised.

Other financial assets

Other financial assets, including investments in equity instruments which are not subsidiaries, associates or
joint ventures, are initially measured at fair value, which is normally the transaction price. Such assetsare
subsequently carried at fair value and the changes in fair value are recognised in profit or loss, except that
investments in equity instruments that are not publically traded and whose fair values cannot be measured
reliably are measured at cost less impairment

Impairment of financial assets

Financial assets, other than those held at fair value through profit or loss, are assessed for indicators of
impairment at each reporting end date.

Financial assets are impaired where there is objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the estimated future cash flows have been
affected. If an asset is impaired, the impairment loss is the difference between the carrying amount and the
present value of the estimated cash flows discounted at the asset's original effective interest rate. The
impairment loss is recognised in profit or loss.

If there is a decrease in the impairment loss arising from an event occurring after the impairment was
recognised, the impairment is reversed. The reversal is such that the current carrying amount does not
exceed what the carrying amount would have been, had the impairment not previously been recognised.
The impairment reversal is recognised in profit or loss.

Derecognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire
or are settled, or when the company transfers the financial asset and substantially all the risks and rewards
of ownership to another entity, or if some significant risks and rewards of ownership are retained but control
of the asset has transferred to another party that is able to sell the asset in its entirety to an unrelated third
party.

Classification of financial liabilities

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the
assets of the company after deducting all of its liabilities.

13-



LARCH (NURSING HOMES NO.2) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE PERIOD ENDED 27 SEPTEMBER 2018

1

1.9

1.10

Accounting policies (Continued)

Basic financial liabilities

Basic financial liabilities, including creditors, bank loans, loans from fellow group companies and preference
shares that are classified as debt, are initially recognised at transaction price unless the arrangement
constitutes a financing transaction, where the debt instrument is measured at the present value of the
future receipts discounted at a market rate of interest. Financial liabilities classified as payable within one
year are not amortised.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary course
of business from suppliers. Amounts payable are classified as current liabilities if payment is due within one
year or less. If not, they are presented as non-current liabilities. Trade creditors are recognised initially at
transaction price and subsequently measured at amortised cost using the effective interest method.

Other financial liabilities

Derivatives, including interest rate swaps and forward foreign exchange contracts, are not basic financial
instruments. Derivatives are initially recognised at fair value on the date a derivative contract is entered
into and are subsequently re-measured at their fair value. Changes in the fair value of derivatives are
recognised in profit or loss in finance costs or finance income as appropriate, uniess hedge accounting is
applied and the hedge is a cash flow hedge.

Derecognition of financial liabilities
Financial liabilities are derecognised when the company’s contractual obligations expire or are discharged
or cancelled.

Equity instruments

Equity instruments issued by the company are recorded at the proceeds received, net of direct issue costs.
Dividends payable on equity instruments are recognised as liabilities once they are no longer at the
discretion of the company.

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.

Current tax

The tax currently payable is based on taxable profit for the period/year. Taxable profit differs from net profit
as reported in the statement of comprehensive income because it excludes items of income or expense that
are taxable or deductible in other years and it further excludes items that are never taxable or deductible.
The company's liability for current tax is calculated using tax rates that have been enacted or substantively
enacted by the reporting end date.

Deferred tax

Deferred tax liabilities are generally recognised for all timing differences and deferred tax assets are
recognised to the extent that it is probable that they will be recovered against the reversal of deferred tax
liabilities or other future taxable profits. Such assets and liabilities are not recognised if the timing difference
arises from goodwill or from the initial recognition of other assets and liabilities in a transaction that affects
neither the tax profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each reporting end date and reduced to the extent
that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to
be recovered. Deferred tax is calculated at the tax rates that are expected to apply in the period when the
liability is settled or the asset is realised. Deferred tax is charged or credited to the statement of
comprehensive income, except when it relates to items charged or credited directly to equity, in which case
the deferred tax is also dealt with in equity. Deferred tax assets and liabilities are offset when the company
has a legally enforceable right to offset current tax assets and liabilities and the deferred tax assets and
liabilities relate to taxes levied by the same tax authority.

-14 -



LARCH (NURSING HOMES NO.2) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE PERIOD ENDED 27 SEPTEMBER 2018

2 Judgements and key sources of estimation uncertainty

In the application of the company’s accounting policies, the directors are required to make judgements,
estimates and assumptions about the carrying amount of assets and liabilities that are not readily apparent
from other sources. The estimates and associated assumptions are based on historical experience and
other factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised where the revision affects only that
period, or in the period of the revision and future periods where the revision affects both current and future
periods.

Key sources of estimation uncertainty
The directors do not believe that there are any estimates or assumptions which have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities.

3 Operating (loss)/result

Period ended Year ended

27 September 29 September

2018 2017

Operating (loss)/resutt for the period/year is stated after charging: £ £

Fees payable to the company's auditors for the audit of the - -
company's financial statements

Provision for intercompany receivable accounts (48,000,000) -

Auditors' remuneration has been borne by Larch (Nursing Homes) Limited.
4 Directors' remuneration

The directors did not receive any emoluments in respect of their services to the company (year ended 29
September 2017: £nil).

The company has no employees (year ended 29 September 2017: none) other than the directors.
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LARCH (NURSING HOMES NO.2) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE PERIOD ENDED 27 SEPTEMBER 2018

5 Tax on {loss)/result on ordinary activities

No tax has been provided for due to no taxable results arising in the period (2017: nil).

Factors affecting tax charge for the period/year

From 1 April 2017, the rate of corporation tax was reduced from 20% to 19%, giving a blended average rate
for the current period/year of 19.00% (year ended 29 September 2017: 19.50%).

The result for the period/year can be reconciled to the profit per the statement of comprehensive income as

follows:
" Period ended Year ended
27 September 29 September
2018 2017
£ £
(Loss)/result before taxation on continued operations (48,000,000) -
Expected tax credit based on the standard/blended (8,120,000) . -

rate of corporation tax in the UK of 19.00% (year ended
29 September 2017: 19.50%)

Tax effect of intercompany debtor provisions that are 9,120,000 -
not accountable in determining taxable profit

Tax result on continued operations for the period/year - -

Factors that may affect future tax charges

In the Spring Budget 2020, the Government announced that from 1 April 2020 the corporation tax rate
would remain at 19% (rather than reducing to 17%, as previously enacted). This new law was substantively
enacted on 17 March 2020. As the proposal to keep the rate at 19% had not been substantively enacted
at the balance sheet date, its effects are not included in these financial statements.
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LARCH (NURSING HOMES NO.2) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE PERIOD ENDED 27 SEPTEMBER 2018

6 Investments
27 September

2018
£

Investments in subsidiaries (note 12) 1

29 September
2017

£

Cost or valuation
At 27 September 2018 and 29 September 2017

Carrying amount
At 27 September 2018

At 29 September 2017

7 Debtors
27 September
2018
£

Amounts due from fellow group undertakings -

Shares in
Group
undertakings

£

29 September
2017
£

48,000,000

Amounts due from fellow group undertakings are interest free, repayable on demand and unsecured.

During the period, full provision was made for all amounts due from fellow group undertakings.

8 Creditors: amounts falling due within one year
27 September
2018
£

Amounts due to fellow group undenakings 183,488,889

29 September
2017
£

183,488,889

Amounts due to fellow group undertakings are interest free, repayable on demand and unsecured.
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LARCH (NURSING HOMES NO.2) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE PERIOD ENDED 27 SEPTEMBER 2018

9

10

1

12

Called up share capital

27 September 29 September

2018 2017

£ £

Ordinary share capital -

Authorised

1,000 (2017: 1,000) ordinary shares of £1 each 1,000 1,000
Issued and fully paid

1 (2017: 1) ordinary shares of £1 each 1 1

Related party transactions

As the company is a wholly owned subsidiary of Larch (Nursing Homes) Holdco Limited, the company has
taken advantage of the exemption under section 33.1A of FRS102 from disclosing transactions or balances
with entities which form part of the group.

Controlling party

The immediate parent undertaking is Larch Property Holdings Ltd, a company incorporated and registered
in Jersey.

The ultimate parent undertaking is Larch (Nursing Homes) Holdco Limited, a company incorporated in
England and Wales.

Larch (Nursing Homes) Holdco Limited is the parent undertaking of the smallest and largest group of
undertakings to consolidate these financial statements as at 27 September 2018. The consolidated
financial statements of Larch (Nursing Homes) Holdco Limited can be obtained from the company
secretary at Quadrant House, Floor 6, 4 Thomas More Square, London E1W 1YW.

Subsidiaries

These financial statements are separate company financial statements for Larch (Nursing Homes No.2)
Limited. Details of the company’s subsidiaries at 27 September 2017 are as follows:

Name of Country of Nature of Share

Undertaking Incorporation Business Class Type %

Larch Boss Limited England and Property Ordinary Indirect 100
Wales Investment

Larch Funding (UK) England and Treasury Ordinary Indirect 100

Limited Wales Company

Larch Life No.1 (UK) England and Property Ordinary Indirect 100

Limited Wales Investment

Larch Property Jersey Holding Ordinary Indirect 100

Holdings Limited Company

Larch Group Jersey Holding Ordinary Indirect 100

Holdings Limited Company

Larch Group Holdings Limited and Larch Property Holdings Limited have the registered address of 13
Castle Street, St Helier, Jersey, JE4 5UT. All other subsidiaries have the registered address of 30 Finsbury
Square, London, EC2A 1AG.
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LARCH (NURSING HOMES NO.2) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE PERIOD ENDED 27 SEPTEMBER 2018

13 Post Balance Sheet Events

Since the year-end, what was an unknown virus that had been reported to the World Health Organisation
has been identified as Covid-19 and is now a global pandemic.

We are mindful that the further spread and impact of Covid-19 now being seen might have an impact on
demand levels within the operational care homes that form the principal assets of the group of which the
Company forms part. At this stage, it is not clear whether this is going to be a positive impact or an adverse
impact.

Whilst estimating the precise financial impact on the business has challenges, we have performed scenario
planning to consider the potential impact of Covid-19 on the resuits of the operational care homes and thus
the impact on the levels of revenue receivable by the companies within the group.
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