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Care UK Mental Heaith Partnerships Limited
Directors’ report and financral statements
for the year ended 30 September 2007

Directors’ Report
The directors present their report and financial statements for the year ended 30 September 2007

Principal activities and review of the business
The company Is principally engaged in the provision of care for the severe and enduring mentally il in
a range of dependencies from step down low secure units to 24 hour nurse care

Business review

The company strategy 1s to continue to grow both organically and through acquisition where market
consoldation opportunities make this cost effective

The Key Performance Indicators (KPI's) used by the company to measure financial performance are
revenue, operating profit, operating margin, bed numbers and occupancy

Turnover in the Company has increased by 5% from the previous year This was driven by annual
inflationary increases OQperating profit for the year amounted to £2 587,000 (2006 £2,576,000)
Operating margin decreased year on year from 19 7% to 18 9%

Total bed numbers have decreased from 381 to 378

The main financial risk in the business relates to the tevel of financial occupancy achieved in our non-
contracted services which compnse 66% of total beds in the business The company has achieved
average financial occupancy of 91% compared to 96% In the previous year

An interim dividend of £750,000 (2006 £750,000) was paid in the year The directors do not
recommend a final ordinary dividend to be paid in respect of the current year (2006 £500,000)

Directors
The directors who served during the year were as follows

M R Pansh

P J Humphreys

J T Turk (Resigned 16 Feb 2007)

R N Jackson (Appointed 16 July 2007)
J E Preston {Appointed 16 July 2007}

Employees

It 1s group policy to give fair consideration to the employment needs of disabled people to comply with
current legislation with regard to disabled persons and, wherever practicable, to continue to employ
and promote the careers of existing employees, who become disabled and to consider disabled
persons for empioyment, subsequent training, career development and promotion on the basis of therr
aptitude and abilities

Management regularly visit local offices and discuss matters of current interest and concern to the
business with members of staff

Management have developed a series on internal communications tools, including e-mal notices,
newsletters and ‘cascade’ briefings In order to keep employees informed regarding the progress,
financial position and commercial 1ssues of the Care UK group

Political and charitable donations
The company made no political or charitable donations during the year (2006 £nif)

Statement on payment of suppliers

The company does not follow a specific code or statement on payment practice However, it 1s the
company's policy to pay its suppliers in accordance with the payment terms agreed at the outset of
the relationship providing the supplier adheres to its obligations

As at 30 September 2007 the number of billing days outstanding to suppliers by the company was 30
(2006 30)
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Directors’ Report (continued)

Auditors

In accordance with section 384 of the Companies Act 1985, a resolution for the re-appotntment of
KPMG Audit Plc as auditors of the company will be proposed at the forthcoming Annual General
Meeting

Approval of report

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 himself
aware of any relevant audit information and to establish that the company’s audttors are aware of that
information

This report was approved by order of the board on 29 July 2008

&

J E Preston Connaught House
Director 850 The Crescent
Colchester Business Park

Colchester

C04 9QB
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Statement of Directors’ Responsibilities
in respect of the Directors’ Report and the financial statements

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

The financial statements are required by law to give a true and fair view of the state of affarrs of the
company and of the profit or loss of the company for that period

In preparing these financial statements, the directors are required to
« select suitable accounting policies and then apply them consistently,
« make judgments and estimates that are reasonable and prudent,

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

+ prepare the financial statements on the going concern basis unless It I1s Inappropriate to presume
that the company will continue In business

The directors are responsible for keeping proper accounting records that disclose with reasonable
accuracy at any time the financial position of the company and enable them to ensure that its financial
statements comply with the Companies Act 1985 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 irregulanties




Independent auditors’ report
to the members of Care UK Mental Health Partnerships Limited

We have audited the financial statements of Care UK Mental Health Partnerships Limited for the year
ended 30 September 2007 which comprise the profit and loss account, the balance sheet and the
related notes These financial statements have been prepared under the accounting policies set out
therein

This report 1s made solely to the company’s members, as a body, in accordance with section 235 of
the Companies Act 1985 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 responsibity to
anyone other than the company and the company’s members as a body, for our audit work, for this
report, or for the opinions we have formed

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the financial statements in accordance with applicable law
and UK Accounting Standards (UK Generally Accepted Accounting Practice) are set out in the
Statement of Directors’ Responsibilities on page 5

Our responsibility 1s to audit the financial statements In accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland) We report to you our opinion
as to whether the financial statements give a true and fair view and are properly prepared in
accordance with the Companies Act 1985 We also report to you whether in our opinion the
information given in the Directors’ Report 1s consistent with the financial statements |n addition we
report to you i, In our opinion, the company has not kept proper accounting records, If we have not
received all the information and explanations we require for our audit, or if information specified by
law regarding directors’ remuneration and other transactions 1S not disclosed We read the Directors’
Report and consider the implications for our report If we become aware of any apparent
misstatements withun it

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland)
1ssued by the Auditing Practices Board An audit includes examination, on a test basis, of evidence
relevant to the amounts and disclosures In the financial statements It also includes an assessment of
the significant estimates and judgments made by the directors In the preparation of the financial
statements, and of whether the accounting policies are appropriate to the company’s circumstances,
consistently applied and adequately disclosed

We planned and performed our audit so as to obtan all the information and explanations which we
considered necessary In order to provide us with sufficient evidence to give reasonable assurance
that the financial statements are free from matenal misstatement, whether caused by fraud or other
irregularity or error In forming our opinion we also evaluated the overall adequacy of the presentation
of Information in the financial statements

Opinion

[n our opinion

. the financial statements give a true and fair view, in accordance with UK Generally Accepted
Accounting Practice, of the state of the company’s affairs as at 30 September 2007 and of its
profit for the year then ended,

. the financial statements have been properly prepared in accordance with the Compantes Act
1985, and

. the information given In the Directors’ Report is consistent with the financial statements

PG kmeJf € 30 @,JDQOOX
KPMG Audit Plc

Chartered Accountants, Registered Auditor

Ipswich




Profit and Loss Account
For the year ended 30 September 2007

Turnover
Cost of sales

Gross profit
Administrative expenses

Operating profit
Other interest receivable and similar income
Interest payable and similar charges

Profit on ordinary activities before
taxation
Tax on profit cn ordinary activities

Profit for the financial year

All results derive from continuing activities

The company has no recognised gains or losses other than the profit for the above year

Nole
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2007
£000

13,695
(11,108)

2,587

2,587

(1 ,306-)

1,281
(320)

961

2006
£000

13,105
(10,529)

2,876

2,576

(831)

1,750
(561)

1,188

There were no matenial differences between the result as disclosed in the profit and loss account and
that given by an unmodified historical cost basis during the current year




Balance Sheet
As at 30 Septemnber 2607

Fixed assets
Intangible assets
Tangible assets
Investments

Current assets

Stocks

Debtors

Cash at bank and in hand

Creditors: amounts falling due within one
year

Net current liabtlities

Total assets less current liabilities

Creditors. amounts falling due after more
than one year

Provisions for liabilities and charges:
Deferred taxation

Net assets

Capital and reserves
Called up share capital
Profit and loss account

Shareholders’ funds

Note

10
11

12
13

14

15

16

17
18

19

Care UK Mental Health Partnerships Limited
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2007

£000

8
534
136

678

(2,590)

£000

1,107
15,276
6,635

23,018

(1,912)

21,106

(17,959)

(357)

2,790

2006

£000

2,668

2,675

(3,860)

£000

1,198
15,0562
6,663

22,913

(1,185)

21,728

(18,846)
(435)

2,447

These financial statements were approved by the board of directors on 29 July 2008 and were signed

on its behalf by

J E Preston
Director
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Notes to the financial statements

1

Accounting policies

The following accounting policies have been applied consistently in dealing with items which are
considered matenal in refation to the financial statements

Basis of preparation

The financial statements have been prepared in accordance with applicable accounting standards
and under the historical cost convention, as modified to include the revaluation of certain land and
buildings The company has applied the transitional rules contained in FRS 15 Tangble Fixed
Assets to retain previous valuations as the basis on which certain of these assets are held

The company I1s exempt from the requirement of Financial Reporting Standard No 1 (revised) to
prepare a cash flow statement as itis a wholly owned subsidiary undertaking of Care UK Plc and
ts cash flows are included within the consolidated cash flow statement of that company

These financial statements present information about the Company as an individual undertaking
and not about its Group The company is exempt from the requirement of Financial Reporting
Standard No 2 to prepare consolidated financial statements by virtue of section 228 of the
Companies Act 1985

As the company I1s a wholly owned subsidiary of Care UK Plc, the company has taken advantage
of the exemption contained i Financial Reporting Standard No 8 and has therefore not disclosed
transactions or balances with entities which form part of the group (or investees of the group
qualfying as related parties) The consolidated financial statements of Care UK Plc, within which
this company 1s included, can be obtained from the address given In note 25

Investments
In the company's financial statements, investments in subsidiary undertakings are stated at cost
less provisions for any impairrments

Goodwill

Purchased goodwill anses on acquisitions and 1s the difference between the fair value of the
purchase consideration and associated costs and the fair values attributable to the net assets
acquired In accordance with FRS 10, the goodwill ansing on acquisitions completed on or after 1
October 1998 I1s capitalised as an intangible fixed asset and amortised over its estimated useful
ife, which will not exceed 20 years Goodwill arising on acquisitions prior to this date was taken
directly to reserves In the year of acquisition  On the disposal of businesses, any unamortised
goodwiil In the balance sheet or goodwill previously taken to reserves in respect of such business
is charged against the disposal in the profit and loss account

Fixed assets

Freehold and long leasehold land and buildings are carned in the financial statements at cost or
external professional valuation The last valuation was 1992 and following the implementation of
FRS 15 there have been no further valuations Assets In the course of construchion are carried In
the financial statements at cost, taken from the most recent valuation certificate received prior to
the date of the financial statements

The cost of land and buildings includes both the costs of financing assets in the course of
construction and other costs that are directly attnbutable to bringing the asset into working
condition for its intended use Capitalisation of finance and other costs ceases at the date the
asset is fully capable of providing the service for which it has been constructed

Depreciation 15 provided to write off the cost, less estimated residual values, of fixed assets by
equal instalments over their estimated useful economic lives as follows

Freehold land No depreciation provided
Freehold buildings 5 to 50 years
Long leasehold bulldings 50 years, or If shorter, the period of the lease or the

associated contract

9
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Notes to the financial statements (continued)

1 Accounting policies (continued)

Short leasehold bulldings The shorter of the period of the lease or the associated
contract

Motor vehicles 4 years

Furniture, fithngs, medicat

equipment and office equipment 3to 10 years

Costs incurred In relation to contracts not yet signed where the company has been appointed
preferred provider are capitalised in accordance with UITF Abstract 34 Such amounts are held
within other debtors until such time as the contract 1s signed when they are transferred into assets
in the course of construction

Stocks
Stocks are valued at the lower of cost and net realisable value

Taxation
The charge for taxation i1s based on the profit for the year and takes into account deferred
taxation

Deferred tax is recognised, without discounting, in respect of all timing differences between the
treatment of certain items for taxation and accounting purposes which have ansen but not
reversed by the balance sheet date, except as otherwise required by FRS 19

Pensions

The company operates a defined contribution pension scheme The assets of the scheme are
held separately from those of the group in independently administered managed funds
Contributions to defined contribution personal pension schemes are charged to the profit and loss
account in the year in which they become payable

The company also participates in a group pension scheme providing benefits based on final
pensionable pay The assets of the scheme are held separately from those of the company being
invested with Insurance companies Contributions to the scheme are charged to the profit and
loss account so as to spread the cost of pensions over the employees’ working lives with the
company

Because the company 1s unable to identify its share of the group scheme assets and kabilities on
a consistent and reasonable basis, as permitted by FRS 17 ‘Retirement benefits' the scheme 1s
accounted for by the Company as If the scheme was a defined contribution scheme Further
information 1s available in the Care UK Plc group financial statements

Leasing

Where the company enters into a lease which entails taking substantially all the risks and rewards
of ownership of an asset, the lease Is treated as a finance lease The asset Is recorded in the
balance sheet as a tangible fixed asset and I1s depreciated over its estimated useful life or the
term of the lease, whichever is shorter Future instalments under such leases, net of finance
charges, are included within creditors Rentals payable are apportioned between the finance
element, which 1s charged to the profit and loss account, and the capital element which reduces
the outstanding obligation for future instaiments

All other leases are accounted for as operating leases and the rental charges are charged to the
profit and loss account on a straight line basis over the life of the lease

Government grants

Capital based government grants are included within accruals and deferred income tn the balance
sheet and credited to the profit and loss account over the estimated useful economic lwes of the
assets to which they relate

10
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Notes to the financial statements (continued)

2

3

Turnover

Turnover represents sales and services to third party customers in the health and social care
sector, stated net of any applicable value added tax Turnover s recognised when services are

provided

Interest payable

2007 2006

£000 £000
Intercompany interest payable 1,306 848
Capitalised interest - (17)

1,306 831

Directors’ emoluments

The directors received no emoluments during the financial year ended 30 September 2007 for
therr services to the company (2006 £mi) The emoluments of M R Pansh and P J Humphreys
and their share options are disclosed in the financial statements of Care UK Plc Two directors
exercised share options in the ultimate holding company, Care UK Pic, during the year (2006 2)

Retirement benefits under money purchase pension schemes are accruing to 4 directors (2006
3

11
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Notes to the financial statements (continued)
5 Staff numbers and cost
The average number of persons employed by the company (including directors) during the year,

analysed by category, was as follows
Number of employees

2007 2006
Care staff 425 391
Administration 47 42
472 433
The aggregate payroll costs of these persons were as follows
2007 20086
£000 £000
Wages and salares 6,795 6,052
Social secunty costs 525 505
Other pension costs 37 41
7,357 6,598
6 Profit on ordinary activities before taxation
2007 20086
£000 £000
Profit on ordinary activities before taxation is
stated after charging
Depreciation and other amounts written off owned
tangible and intangible fixed assets 594 514
Rentals payable under operating leases Land and
buildings 49 47
Rent payable to parent company 156 o8

Auditor remuneration was borne by Care Solutions Limited, a fellow Group company

12
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Notes to the financial statements (continued)

7 Taxation

2007 2006
£000 £000
UK corporation tax at 30% (2006 30%) 422 542
Adjustment relating to an earlier year (24) (4)
398 538

Deferred tax
Ongination and reversal of timing differences (78) 23
Tax on profit on ordinary activities 320 561

Current tax reconciliation

The differences between the tax assessed for the year and the standard rate of corporation tax
are explained as follows

2007 2006
£000 £000
Profit on ordinary activities before tax 1,281 1,750
Profit on ordinary activiies multiphed by the
standard rate of corporation tax 30% (2006 30%) 384 525
Effects of
Adjustments to tax charge relating to an earlier
year (24) (4)
Capitalised revenue expenditure deducted on an
allowable accounts basis - 9
Capital allowances for period In excess of
depreciation 5 {2)
Goodwill amortisation 27 27
Capitalised interest (2) {5)
Expenses not deductible for tax purposes 8 6
Current tax charge for year 398 538
8 Dwidends and other appropriations
2007 2006
£000 £000
Final dividend pad - 500
Intenim divtdend paid 750 750
750 1,250

13
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Notes to the financial statements (continued)

9

Intangible assets

Intangible assets represents goodwill ansing on acquisitions completed on or after 1 October

1998

Group

Cost
At 1 October 2006

At 30 September 2007

Amortisation
At 1 October 2006
Charge for year

At 30 September 2007

Net book value
At 30 September 2007

At 30 September 2006

14

Total
£000

1,814

1,814

616
9N

707




Care UK Mental Health Partnerships Limited
Directors’ report and financial statements
for the year ended 30 September 2007
Notes to the financial statements (continued)

10 Tangible assets

Land and Motor Fixtures Assets Total
buildings vehicles fitings In course of
and construction
equipment
£000 £000 £000 £000 £000
Cost
At 1 October 2006 14,339 15 2,537 140 17,031
Additions 352 - 482 158 992
Disposals - - - (265) (265)
At 30 September 2007 14,691 15 3,019 33 17,758
Depreciation
At 1 October 2006 897 15 1,067 - 1,979
Charge for year 154 - 349 - 503
At 30 September 2007 1,051 15 1,416 - 2,482
Net book value
At 30 September 2007 13,640 - 1,603 33 15,276
At 30 September 2006 13,442 - 1,470 140 15,052

Land and buildings include depreciable assets with an onginal cost of £7,774,000 (2006
£7,529,000) and capitalised interest of £260,000 (2006 £254,000) Included withun the net book
value of land and buildings are long leasehold bulldings which have a net book value of £24,000
(2006 £25,000) and short leasehold buwidings which have a net book value of £8,000 (2006
£8,000) The disposal of assets in the course of construction represents the transfer of a property
to a different Group entity

15
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Notes to the financial statements (continued)

11 Investments

12

13

2007
£000

Subsidiary undertakings, stated at cost
At 1 October 6,663
Additions 12
Disposals (40)
At 30 September 6,635

2006
£000

768
5,875

6,663

The following subsidianes, which are incorporated in England and Wales and operate in the

United Kingdom, have been included in the consolidated financial statements of the ul

holding Company and are all directly held by the holding company

Class of Effective

timate

Subsidiaries share holding Nature of business

capital held percentage
Arc Healthcare

o -
Limited Ordinary 100% Non-trading
Park Villa Limited Ordinary 100% Provision of care to service users
with complex needs and some dual
diagnosts with a learning disability
Generns Limited Ordinary 100% Provision of low security psychiatric
care
Stocks
2007 2006
£000 £000
Raw matenals and consumables 8 7
Debtors
2007 2006
£000 £000
Amounts due within one year
Trade debtors 452 802
Amounts owed by group undertakings - 1,786
Other debtors 17 17
Prepayments and accrued income 65 63
534 2,668

16
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Notes to the financial statements (continued)

14 Creditors: amounts fatling due within one year

2007

£000

Bank loans and overdrafts -
Trade creditors 273
Amounts owed to group undertakings 814
Other taxes and social secunty costs 240
Corporation tax 422
Other creditors 6
Accruals and deferred income 835
2,590

15 Creditors: amounts falling due after more than one year

2007

£000

Amounts owed to group undertakings 17,959

2006
£000

1,448
424

162
542

1,284

3,860

2006
£000

18,846

The debt 1s repayable by 31 January 2015 Interest 1s charged at a rate of 1 5% above three

month LIBOR

16 Deferred taxation

2007
£000
Accelerated capital allowances 361
Provisions (4)
Capitalised interest -
Undiscounted deferred tax provision 357
As at 1 October 435
(Credited)\Charged to profit and loss account (78)
As at 30 September 357

17

2006
£000

370

(11)

435

23

435
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Notes to the financial statements (continued)

17 Share capital

2007 2006
£ £
Authorised
100 (2006 100} ordinary shares of £1 each 100 100
Allotted, called up and fully paid
100 (2006 100) ordinary shares of £1 each 100 100
18 Profit and loss account
2007 2006
£000 £000
As at 1 October 2006 2,447 2,508
Retamed profit for the financial year 961 1,189
Dividends paid {750) (1,250}
Dividends received 132 -
As at 30 September 2007 2,790 2,447
19 Reconciliation of movement in shareholders’ funds
2007 2006
£000 £000
Opening shareholders’ funds 2,447 2,508
Profit for the financial penod 961 1,189
Dividends paid (750) (1,250}
Dividends received 132 -
Closing shareholders’ funds 2,790 2,447

18
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Notes to the financial statements (continued)
20 Contingent habilities

The group’s bankers hold a fixed and floating charge over the assets of the company to secure
amounts advanced to the parent company and certain fellow substdiaries The group has a
secured loan facility of £224 5 million (2006 £180 0 muflion} which expires on 17 February 2015, a
secured loan facility of £30 5 million (2006 £ni) which expires on 31 May 2011, and secured
loans totalling £0 5m (2006 £nif) which expire In January 2012 In addition the group has an
overdraft faciity of £3 million {2006 £3 milfion) As at 30 September 2007 the group had drawn
down £188 0 million (2006 £117 1 mullron) of those facilities

21 Capital commitments

2007 2006
£000 £000

Amounts contracted for but not provided in the
financial statements - 113

22 Commitments under operating leases

Annual commitments under non-cancellable operating leases are as follows

Land and Land and

buildings buildings
2007 2006

£000 £000

Operating leases which expire

Within one year 49 -
Within two to five years 50 47
In over five years - -
99 47

19
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Notes to the financial statements (continued)
23 Pension commitments

a} Defined contnbution scheme
The Care UK Pic group has an Inland Revenue approved defined contributions group pension
plan Contributions to this scheme are charged to the profit and loss account evenly throughout
the year The assets of the scheme are held separately from those of the group in an
independently admimstered fund The pension cost for the year represents contributions payable
by the company to the fund and amounted to £37,000 (2006 £41,000)

b) Defined benefit scheme
The company also participates 1n a group pension scheme providing benefits based on final
pensionable pay, the Care UK LG pension scheme The assets of the scheme are held
separately from those of the company being invested with insurance companies Contributions to
the scheme are charged to the profit and loss account so as to spread the cost of pensions over
the employees’ working lives with the company

Because the company I1s unable to identify its share of the group scheme assets and liabilities on
a consistent and reasonable, as permitted by FRS 17 ‘Retirement benefits’ the scheme will be
accounted for by the company as if the scheme was a defined contribution scheme

The latest full actuanal valuation was carned out at 1 April 2006 and was updated for FRS 17
purposes to 30 September 2007 by a qualified actuary As at 30 September 2007, the scheme
has a deficit of £0 1m (2006 £0 9m) Further information is available in the Care UK Plc group
financial statements

24 Post balance sheet event — proposed change in tax rate

The UK Government has announced that the full corporation tax rate will be reduced from 30% to
28% with effect from 1 Apnii 2008 In calculating the deferred tax balance, any temporary/timing
differences which reverse before 1 April 2008 will be (charged)/relieved at 30% Any
temporary/timing differences that exist at 1 Apnl 2008 will reverse at 28%

25 Controluing party

The company i1s a wholly owned and controlled subsidiary of Care UK Plc, a company registered
in England and Wales Copies of the consolidated financial statements of Care UK Plc are
avallzable from its registered office at Connaught House, 850 The Crescent, Colchester Business
Park, Essex, CO4 9QB The largest and smallest group in which the results of the company are
consolidated I1s that headed by Care UK Plc, incorporated in England & Wales
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