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What we do

The CareTech Family of Services

Long established and innovative, the Carelech family of
companies offer a comprehensive and complete social
care service

We deliver support to children and adults through a range
of service options and provide solutions that are both
individual and tailor made to each of our service users.

Within the field of Adult social care we provide for people with
learning difficulties, individuals who have or are recovering
from mental iliness, people with autistic spectrum disorder
and people who have one or more physical impairments.

Our child services cover residential care and a wide range of
fostering options. We will carefully and professionally support
any child irrespective of their reasons for being in public care
We also offer specialist provision for children and young
people who present with sexually offending behaviours

or who have emotional and behavioural disorders QOur
comprehensive service Includes education in OFSTED
registered schools of very high quality
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Strong D l 1 1 h
Performance elivering consistent growt
Our Adult Learning Difficulties Young People Residential Services
business provides indmvidually tallor rmade solutions for people lving are highly regarded speciatised fackities that include
in therr own homes, residential care or independent education on or off site according to choice With very
supported Imng schemes We can work with clents high staff ratios and stulled professional tearms these
to deliver self-funded support packages are highty effective schemes delivenng good resulis
Mental Health Foster Care and Family Services
works In partnershups with the NHS to ensure a successiul provide for both mainstream and specialist foster care in
transition out of acute care delivenng pathways to ordinary srall supportive groups across the UK Our family assessment
life We also have an outstanding track record for diverting service delivers court based family assessment at a very high
people away from acute care and supporting them in their level, helping the courts determine whether or nota child
own homes should enter the care system We also carry out assessments
to determine if it 15 safe for a child to retum to the family home
Financial Revenue Underlying EBITDA?
hightights 2 2
E109l2I Il up 22% E 3- l I l up 4%
2010 £897m 2010 £22 4m
Profit before tax® Diluted earnings per share®
£15-9| 'ldown3% 25-35p down 8%
2010 £16 4m 2010 27 59p
Cash inflows from operating activities® Final dividends per share
£22I2I I l up 12% |100p up 9%
2010 £198m 2010 3 66p
Capacity Capacity increase 158 from
2,056 places ..« 3 strategic acquisitions
20101809 20106
Statutory EBITDA® Profit before tax
18-;“|down4% ;- I“IdownZ%
2010 E194m 2010 E76m

Diluted earnings per share

11.70p c.con

201013 55p

Cash inflows from operating activities

£18.2m..

2010 £174m

1 Undertying EBITDA 1s operating profi stated before depreciauon, share-based payments charge and non-undertying items
Non-underying iterns compnse amortisation of intangibles acquisiion expenses bargain purchase credits far value adjustments
on prior year acqusiuens, gains or losses on disposal of plant and equipment, changes in value and addifional finance payments In
respect of dervative inancial Instruments post acquisiion INtegration and reorganisation ¢osts mirnmum future lease vplfts and

promision for onerous leases see note 5
(i Before monunderying items

() EBITDA s operating profit before depreciation share based payrents charge and amortisation of Intangible assets.
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High Guality
Service

Delivering quality services

and strong results

High quality services

Attaining consistently high scores
from our internal quality audit

and formal government regulators

Our quality
service

We have bullt qualty into every semce we provide To ensure
complete safety and secunty for our service users we focus
considerable energy on a professional audit process which
1s undertaken by a team which is independent from the
operational divisians intensively INnspecting every service
throughout the year Backed by regular and frequent

management inspecticns routine supemvision and tigh
quality staff development prograrmmes we feel that cur
services quality 1s second to none The Government
regulators, CQC or OFSTED and their equivalent regutators in
Wales and Scotland also mspect all of our services according
10 service category

Qur services
by business

02

Adult Learming Difficulties

We have moved away from reliance on residential care and
now offer a range of partnerships directed as far as possible
by those we are supporting

For some people residential care will continue as the
preferred option but we increasingly offer several types of

supperted iving and packages of ndividualised self-directed
suppoert to people in therr own homes

Revenue ncreased by 5% to £757m

£75.7x

Young People Residential Services

A smail number of children and young people need to

live for a while In specialised residential services As far as
practicable we aim to help these children move into a more
normatised family style envircnment whenever we can

QOur internal partnerships with the Carelech fosterning semvices
provide a helpful tool for these moves For longer stays In
residential care we equip the young people for a successfut
progression into the adult werld

Revenue increased by 74% to £14 2m

£14.2.

Foster Care and Family Services

We believe that a family experience will offer the best
sclution for most looked after” children and we have
developed a network of local foster care services across
the UK These include foster care for children with very
complex emotional or physical needs

Qur family assessment service 1§ residential and carnes out

muttdisciplinary whole famity assessements on behalf of the
courts or social services

Revenue increased by 121% to £13 1m

£13.1n

Mental Health

We operate a step down psychiatnc hospital for pecople
recovering from mental ilness a range of residential services
for people on ther pathway back to an ordinary life and a wide
spectrum of ndividually tallored commurity programmes in
supported Iving schemes

Revenue increased by 82% to £6 2m

£6.2~
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Extraordinary partnerships

Partnership is vital

Gone are the days when care providers
knew best The Carelech approach is

to work with all stakeholders to find and
deliver the right solution for each person
we support

CareTech Holdings PLC Annual Report and Accounts 2011
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Our Position Carelech tod ay

e aaes  We have used our acquisitions strategy to
open new geographical areas particularly
in Wales and Scotland where market
opportunities are significant for a high
quality provider. We believe strongly in our
ability to deliver outstanding services that
meet the needs of our current service users
and the users we have yet tc meet.

Qur presence Adult Learning Difficulties
Capacity 2011

1413

2010 1,352

Increase 5%

Market share less than 2%

« Residental care

« Independent supported lving
» Community support services

Mental Health
Capacity 2011

134

2010118
Increase 14%

« Residential care
» Low secure and stepdown
« Independent suppernted lving and outreach

Young People Residential Services
Capacity 2011

108

2010 100
Increase 8%
Market share less than 1%

« Residential care
« Specialist EBD
« Independent supported lving

Foster Care and Family Services
Capacity 2011

401

2010 239
Increase 68%
Market share less than 1%

+ Foster care
« Family assessmerit

O 4 CareTech Holdings PLC Annual Report and Accounts 2011




Market Overview

QOur position
within the market

Adult Learning Difficulties Market
Market size
» Learning difficulty {LD) 15 a lfe-long condition
» 14m people In the UK have a learning difficulty
«» 185,000 of these will never be able to Wve independently
« 40% of people with LD also have a mental illness
« UK Market for adult residential care 1s worth £3 2bn
« Severe learning difficulty market growing by 5 5%
per annum

Mental Health Market

Market size

« 11n 4 peopte in the UK will have a Mental Health
{MH) problem

« Total cost of care in England 1s £12bn

+ Total NHS/LA spend on mental health s £5bn

* Independent care homes for mental liness cost £685m
{England)

= Independent non residential care for mental illness costs
E281m (England)

Young Pecple Residential Services Market

Market size

« 65 500 children are in public care 1n England alone
~ Department for Education Looked after Children
Statistics 2011

+ 17000 are placed in residential settings

« It 15 estimated that in England there are 1 7rn children
and young people who reguire specialist teachuing while
221,000 have a formal statement of special educational
needs (SEN)

« There are 11,300 residential homes and the iIndependent
sector accounts for 7,200 of these

Foster Care and Family Services Market

Market size

« 74% (48 530) of “looked after” children are placed in foster
care in England— Department for Education Looked after
Children Statistics 2011

+ The market grew by 57% mn England during 2009/10
while foster care grew by 7 5%

» Placements with independent foster agencies grew by
42% over the past five years

« In Scotland and Wales there are 000 young people in
foster care

« Court directed family assessments reflect public anxiety
about high nsk families

CareTech Holdings PLC Annual Report and Accounts 2011

Trends

«» Social services have an “"Absolute Duty” in law to provide
{or purchase) services

« Trend 15 away from residential care for all but the most
complex people

» Government policy commitment towards direct
purchasing of services by service users

« Family carers often favour residentral solutions

« Complex regulatory environment with “star ratings”
being withdrawn

« Significant dual diagnosis market

» Consolidation of providers and occupancy/pnce
trade-offs charactense the market dynamic

Trends

» Future funding 1s secured by the high profile of
mental illness and its polittical significance

+» Commercial partnerships support discharge

» 70% of prisoners have MH problems - Bradley Report

* Reed Report encourages community care

Trends
« There 15 a nsing trend of “looked after” children across the UK
» Policy and cost drivers favour community options for care
{especially fostenng and adoption)
« Residential care will continue as the preferred option
for those with complex needs or offending behaviours
» Qutsourcing to the independent sector accelerates

Trends

« The nsing trend of looked after children will continue
for the foreseeable future and favours fostering for all
but the most complex

« Adoption 15 a preferred option for some children but
fostenng will continue as the most bkely solutron

« Widespread unemployment increases family stress
leading to more children being Tooked after” [t also
increases the number of families willing to foster
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Chairman’s
Statement

Faroug Sheikh
Chawrman
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The Group continues
to perform well

2011 has been ancther important year in the developrment
of Carglech | am pleased to report another scund set

of results for the CareTech Group This achieverment

15 even more significant when one considers the prevaling
economic backdrop The past year has been challenging
but has created opportunities for the Group many of which
have been stimulated by a complex economic and social
care envronment

Key achieverments In 2011 include implementation of

a dvisional structure, successful acquisitive and organic
growth initiatives and the investment 1in and refocusing
of rescurces Together these create even stronger value
to shareholders in the new economic envirarment

The board has been conducting a strategic review of the
most appropriate way to deliver value to shareholders

This review has led to the refinement of our business model
focusing on organic growth through the reinvestment of
operating cash flows

Results

Revenue of £109 2m (2010 £897m) far the year to

30 September 2011 represented growth of 21 7% and
generated underlying EBITDA growth of 36% to E232m
(2010 £224my)

There s a 3 6% growth in underlying Operating Profit

to £204m (2010 £197m) Increasing financial expenses
due to the net debt nising from E113 2m to £127 3m results
in underlying profit before tax of £159m (2010 £164m)

Underlying Diluted earnings per share are 25 35p {2010
2759p) which arises due to the weighted number of shares
rising by 3 3% when underlying profit after tax has come
down by 5 3% to £12 6m (2010 £13 3m) The effective

tax rate has nsen from 19 0% to 20 6% which has increased
the underlying tax charge by £0 2m to £3 3m when
underlying profit before tax had itself come down by
£05mtc £159m

Cash inflows from operating activities before tax and
non-underlying items paid of £22 2m {2010 £198m)

were 12% higher than last year which further demonstrates
the guality of the Group s Income stream Net debt at

30 Septemnber 2011 of £1273m (2010 £113 2m) includes
consideration for acquisitions announced during the
second half of the year and further investment in the
organic development of the Group

CareTech Holdings PLC Annual Report and Acceunts 2011

Dividend

The Board has proposed a final dwvdend of 400p (2010 366p)
per share bringing the total dvidend for the year to 6 00p
{2010 550p) being growth of 3% The final dvidend will be
paid, subject to shareholder approval on 17 February 2012 to
shareholders on the register of members on 20 January 2012

Our policy had been tc increase the total dvidend per year
breadly in ing with the movement in underying diluted
earnings per share but the Board has taken the view that this
policy should be reconsidered for 2011 The final dwvidend
wilk therefore increase to 4 00p per share demonstrating

a confident view of the Company s fundamental strength

Strategic review

CareTech announced on 8 July 2011 that it was commencing
a strategic review to evaluate the most appropriate

method of delivering value to shareholders This review
included evalisation of a largely leveraged funded offer
frorm management for the Company Since this date the
management team and their advisers have been successful
in secunng finance for an offer reflecting the attractveness
of the company to lenders However the terms particularly
In respect of jurior leverage are not sufficiently attractive

to allow the management to put forward a proposal at a
price which the board currently believes to be cormpelling
for shareholders

This evaluation has been completed with little impact on
the business but it 1S now appropriate to draw It to a close
As part of the strategic review the Board has refined its
business model te focus on growth iniatives which can be
achieved threugh the reinvestment of operating cash flows
Implementaticn of this strategy has required an investment
in additional personnel further development of the care
pathway and focusing resources on opportunities With

all of this the Board believes that CareTech is well equipped
to deliver sustainable earnings growth without significant
growth in net debt



Strategy

Local Authornty Social Service Departments are the principal
sponscrs of the pecple we support and our key partners
with a shared commitment te high quality and best value
Public sector financial constraints have had a significant
impact cn Lacal Government finance although social care
has to an extent been protected Social care commissioners
are increasingly looking at ways to manage the market more
effectively and driving toward better value from provider
orgamisations This offers a gocd opportunity for flexible
providers who can respond positively to the challenges
faced by commissioners

But financiat constraint 1s not the only issue facing
commussicners A much maore important, almost
revolutionary shift in social care moves control towards
service users and dnves fundamental change in the way
services are delivered | am confident that CareTech
rermains ahead of the change process and this has
contributed to our success In the past year

Commissioners and users share our passion for safe

and effective service delivery In line with our approach

to continuous Improvement the executive team recently
camed out a high level review of our services and standards
of care cross referencing them and testing them against
CQC reports We are constantly alert to nisk and will continue
to manage our care provisicn with considerable dilgence
Qur appreach has always been to “build in” quality but

we also check and review the standards of delivery on
aregular basis

Last year we flagged our drive to develop services for
children and people with mental health issues The demand
for this change has been exciting and we have made
significant developmenits in fostenng and specialist
residential care for children Key to our pace of change has
been the creation of specialist divisions led by industry
specialists and supported by a strong corporate team

Our people

Due to further expansion of the Group dunng the year

and its positioning for further growth we are delighted to
welcome a number of new management and professional
colleagues 1 would like to thank all of our emplayees for
therr commitment dedicaticn and hard woerk in delivering
cutstanding services every day and their overall contribution
to Group performance dunng the vear

Outlook and prospects

The 2011 results demonstrate our ability to detiver

a strong foundation in all four of our operating divisions
against very consistent strategic cbjectives QOur extended
care pathway range of services, young senvices users
high-guatity care provision and available capital for growth
provide the Group with a strong platform to continue our
successful trajectory

With a carefully developed pipeline of organic intiatives
complemented by a small number of belt-on acguisitons
we are In a favourable competitive pesition to support tocal
authories and service users with an effective and growing
range of services [ look forward with confidence to further
progress in 2012

Faroug Sheikh
Chairman
11 January 2012
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Chief Executive’s
Statement and
Operating Review

Harcon Sheikh
Chief Executive Officer
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Delivering results for
us and our users

A strong foundation for growth

Continued development durning the year has resulted in

a comprehensve range of services which are delivered
from an efficient and effective cost base This places us

in a favourable position across the market Crucially our
commitment to gualty control and regulatory complance
offers assurance that users of our services are safe and
well supported on their own pathway to success in bfe

Qverview of progress

During the year to 30 September 2011 we have continued
to deliver growth both organically and by acquisition and
have developed an aperational platform which will deliver
our strategy

Capacity during the year increased by 247 so that we are
able to suppart up to 2 056 vulnerable Children and Adults
Capacity has grown by 14% Occupancy levels in the mature
state have been maintained at 92% and 87% including
facilives being developed

Organic initatives including small belt-on acquisitiens

{net of reconfigurations) contributed 89 places towards the
Group s overall capacity increase dunng the financial year
Supported lving services continue fo be developed across
the Group 11 response to market demand We continue

1o invest (n our portfolio of freehold properties including
reconhguration projects where the nature of service 15
maodified in order to support the changing needs of service
users and/or therr respective placing commissioners

Dunng the second half of the 2011 financial year we
announced the acquisition of TLC (Wales) Limited in the
Intenm repart in June 2011 and the only bolt-or acquisition
afterwards was Complete Care and Enablement Service
Lirmited in July

CareTech Holdings PLC Arinual Report and Accounts 2011

Cur internal management structure has been further
developed and strengthened The operational teams for the
four dvisions have been reinforced by expenenced sector
specialsts joning the Group In additon there has been
further investment in our Infrastructure including finance,
human resources and quality

Local Authorities dermand high-gquality services at
compettive fee rates and we believe that the progress made
by the Group dunng the year provides us with a range of
speciabist services which are delivered from an efficient cost
base and place us in a favourable market position

Strategic acquisitions

For the first part of the year acquisitions were undertaken

in line with our strategy of extending the care pathway range
of services and expanding the geographical reach of the
Group We have made three strategic acquisitions during

the year the last of which was in July and three organic
bolt-ons The six acquisiions have a combined consideration
of £12 6m including deferred and contingent consideration
of £2 Om which together are expected to be accretive

to earnings in the first full year of operation Some of the

key attractions of each strategic acquisiion are as follows

Care UK Foster Care Limited together with Foster Support
Group Limited { CareTech Foster Care’) was established in
1989 as Foster Support Group and continued to grow its
market share in Fostering from its base in Margate Kent 1t
was acquired by Care UK Limited who also opened an office
in London so that the business could provide an cutsourcing
solution to local authonties across London the South East
and the Midlands Cn acquisiion 74 children aged from
birth to 18 years old were cared for by CareTech Foster

Care s foster carers for funding authorities located mainly

in London, Kent and Shropshire These foster carers sit well
alongside the foster carers that are with Qutlook as for
example both Caretech Foster Care and Cutlook have




children in placement from London Local Authonities anly
the CareTech Foster Care carers reside within London whilst
the Qutlook carers reside In areas like Sussex, Kent and Essex

Phoenix Therapy and Care Limited (Phoenix ) is a dormiciliary
care agency supporting people in their own homes who
have acquired a brain or spinal cord injury It 1s based near
Edinburgh On acgquisition i had 14 service users

Professional Integrated Care Services Limited together

with TLC (Walesj Limited [TLC ) 15 a high quality specialist
provider of fostering services with well established
relationships with Local Authonties across Wales TLC1s
based in Cross Hands near Llanelt and joined the group with
70 child placements Its specralisation 15 the care of children
with disabilities and over the years TLC has built and trained
a highly expenenced group of carers who provide
outstanding services The comptex needs of the children
include attention dehcit discrder autistic spectrum disorder
and sensory Impairments

Care pathway range of services

The Group 5 focus femains as a provider of specialist

social care This 15 underpinned by a well defined range of
provision which meet all of the commissioners requirerments
These services are now extensive and focused on providing
quality care and positive outcomes for all of our service users
within the persanalisation agenda

The range of senrnces that are offered by the Group to meet
rmarket demand are descnbed as a care pathway We have
four care pathways and these are also our business segments
for reporting purposes

{1} Adult Learrung Difficulties
This includes Adult residential care homes independent
supported iving and community support services

Turnover for 2011 was £757m (2010 £72 2m) and EBITDA
for 2011 was £18 Orm {2010 E19 9m) with capacity closing
at 1413 (2010 1.352)

The principal reasons for the fall in EBITDA of £19m was
fee pressure from Local Authorities and reconfiguration
of homes

{2} Young People Residential Services

This segment 15 Childrens Residenual care homes which
includes facibties for chuldren with learming difficulties and
emotional behavioural disorders { EBD )

Turnover for 2011 was £14 2m (2010 E£8 2m) and EBITDA
for 2011 was E4 5m {2010 £2 6m) with capacity ending 2011
at 108 (2010 100)

{3} Mental Health

The Adult services for this care pathway nclude a
community based hospital, adult residental care homes
independent supported lving and community outreach

Turnover for 2011 was £6 2m (2010 £34m) and EBITDA
for 2011 was £19m (2010 £1 Om) with capacity ending 2011
at 134 (2010 118}

(4) Foster Care and Family Services

Child Fostening covers both mainstreamn foster care services
and spectalist provision such as care for children with
disabilities and Residential and Foster Care Family
Assessments

Turnover in 2011 was £13 1m (2010 £59m) and EBITDA
for 2011 was £32m (2010 £1 9m) with capacity ending 2011
at 401 (2010 239)

There are unallocated Group overheads in 2010 of £30m
and 2011 of £4 4m which bring the EBITDA to the underlying
Group EBITDA in 2010 of £224m and 2011 of £232m

CareTech Holdings PLC Annuat Repert and Accounts 2011 O 9




Chief Executive's
Statement and
Operating Review
continued

Principal nsks

The Group has policies and processes in place to idenufy mitgate and manage operational nsks Despite the strength of
our policies and procedures we have adopted a mode! of continuous iImprovernent led by our skilled executive team

There are a number of key issues which could have a materiat Irmpact on our reputation, operations or financial performance

and these are

Risk and mutigation

10

Principal nsks

Risk management

Failure to deliver high standards of care

The Group invests In training and irmprowving (ks staff
complemented by a comprehensive internal guality and
compliance team working under the leadership of our
Director of Quality and Performance

Compliance with regulations, legislation or duties
of care in different regulatory and legal structures

Services are regutated by Ofsted and the Care Quality
Cormmussion { CQC”) or the eguvalent in Wales and
Scotland External regulators work closely with our
service managers and ther Operations Directors

Attracting, retaining and developing talent

The Group has a proven management structure for each
segrnent with clear principles of delegation and authority
supported by written policies and procedures backed
up with a culture of open communication and
“‘whistletlowing™ policies

Significant changes in government policy or legistation
in England, Scotland or Wales that impact market
opportunities or operating performance

Significant changes in policy or legislation are anticipated,
monitored and reported through to the Executive who
examine closely any patential impact on the business

Managing profit margins if movements in operating
costs are detmmental relative to changes in fee rates

Weekly monitoning and monthly financial reporting ensures
that any movements in operating costs are guickly
highlighted and acted upon

Maintaining occupancy levels

QOccupancy 1s driven by reputation for effectiveness skill
base service avallability and the underlying relationships

with commissioners Referrals are dealt with by expenenced
care staff who try to match local authonty placement
reguirements to our semces to retain occupancy levels

Business continuity

Business contnuity 1$ subject to detailed planning and
covers events such as pandemic illness major industnial
action terrorism and extrerne weather conditions

Funding to meet current and future business
requirements

The Group monitors its bank facilites regularly to ensure
that it has suitable headroom and 18 making the best use
of new hnancial products In 2012 the Group s facilities

will be renegotated as the current facility runs to Apnl 2013

As outlned on the next page the Group monitors and regularly reviews key performance indicators to highlight change
Insurance policies are maintained and the adequacy of these are reviewed at regular intervals

CareTech Holdings PLC Annual Report and Accounts 2011




Large and growing market

It1s estimated that across the UK there are 14m aduits wath
learning difficulties (LD of which around 185000 need

care and support costing a total of £74 billon The residential
adult LD component of this market 15 worth £3 2 bitllon

and cares for 54 000 indnduals whilst the residential MH
element amounts to £1 3 bilhon and 29 000 people The
remaining E2°9 bithon of care 1s provided to adults who
require supported lving community outreach semces etc

The adult LD market 1s not only large but is also growing by
approximately 5 5% per annum due to advances in medical
science and demographic profiles

24% of the adult population of the UK will be referred to a
specialist psychiatric service at some time The total current
local authonty and NHS spend on mental health is around
E12 billion per annum

Adult LD and MH market demand 15 satisfied by a highly
fragmented profile of providers Approximatety 33% of
provision is by the not-for-profit” sector and about 20%

15 provided for by local authonties themselves and so may
present opportunities for further outsourcing The remaining
47% of the adult market 1s satishied by the independent
sector of which Carelech is a part and 70% of independent
providers have three facitities or tess and the largest six
together have less than 10% market share CareTech has
less than a 2% share of the overall adult market and 1s one
of the largest providers

The market for specialist children s services 15 also large and
highly fragmented Across England alone there are 65500
children looked after and this rnarket grew by 2% during the
past year and 74% (48 530 places} of these ¢chitdren are in
foster care which costs £11 bition per annum in total
CareTech has less than a 0 5% market share and local
authonties thermselves facilitate 57% of the fostenng services

Residentiat children s services provides for about 7910
children 1 England and CarelTech has a market share
of less than 2%

Our chosen markets are large and growing yet highly
fragmented We are a leading player with less than 2%
market share across the care pathway range of services

Strategy, objectives and key performance indicators ("KPI's”)
Qur strategy of extending the care pathway range of
specialist social servces across an expanding geographical
reach 15 complemented by a number of short medium and
long-term ehjectives

The obsectives of CareTech include gaining market share by
delivenng high-quality services We regard our reputation
and relationships with services users soctal workers
commussioners staff and the community as cntical and take
our responsibilities in this respect very sertously Attracting,
retaining and developing our staff 1s an important objective
as their performance underpins service delivery and strategic
growth To provide and support funding for expansion

and investrnent we are continually focused on operating
efficiently in the interest of all of our stakeholders

To measure the Group s performance against its objectives
a number of KPls are monitored including the following

«  Quality ratings for Indndual services

»  Occupancy movements

» Staffing levels and head count movements,

«  Care staff costs relative to service Income

+ EBITDA

«  Profit before tax,

«  Earnings per share

» Netdebt

» (apacity growth

« Investment capital applied as a multple of EBITDA growth

Outlook

The economic conditions remain complex and the
pressure on public spending presents both challenges
and opportuniies in our market

As one of the largest and strongest prowiders of services

In our sector, with a robust balance sheet and effective
business model we are well positioned t© gan further
market share through organic initatives supporied by small
bolt-on acquisitons

Our workforce 1s streng and we will continue the
development of skills backed by their drive to deliver
outstanding results for the people we support With
my colleagues across the organisation | took forward
with enthusiasm and confidence to the year ahead

1

HaAroon Shetkh
Chief Executive Officer
11 January 2012
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Our People

12

Building our team
to support growth

From Board level 1o the front bne, CareTech has managers
and staff professionally qualified wathin the areas of expertise
required to be a leading-edge, safe and innovative provider
Our experiise includes qualfied social workers therapist
and health care professionals with extensive expernence

in child care mental health and learruing difficulties

Already a comparty with good strateqic and operaticnal
expertise CarelTech has now evolved into a group with
quite nspirational leadership

Horme-grown talent shrewd appointmients and wise
acquisitions have provided the Group with expertise in
learning difficulties, child care fostening and mental health
In additicn the Group enjoys the support of professional
and clinical colleagues from social work and psychology
N addition to a number of very practical therapies

Our development team has benefited from the recruitment
of Indmiduals with a national reputation and this has
advanced our ability to make nght price” and sensible
acquisitions across the UK

We are recognised as expert providers and increasingly
invited to participate in round-table discussions where
social policy in our field 1s discussed and developed

CareTech has also developed new ways of solving service
delvery problems Qur model for early onset dementa
rernains the benchmark for other providers while our
transshion services and unique style of independent

lving have been widely copied Innovatons in family
assessrmient and the support of young people with
behavioural disorders are currently enjoying considerable
Interest among commIssIoners

CareTech Holdings PLC Annual Report and Accounits 2011




Extraordinary people

Commiitted and caring

The care world is full of extraordinary
people who have dedicated therr
lives to helping and supporting
others We are proud of our skilled
and trained workforce and thelir
achievements each and every day

CareTech Holdings PLC Annual Report and Accounts 2011
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Financial
Review

Michael Hill
Group Finance Director
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The Group has continued to make
considerable progress during the year

Overview

The Group remains In a strong position to continue as
a leading prowider of high-guality specialist socsal care
services In a fragmented, iarge and growing market

The Group has continued to make ¢onsiderable progress
dunng the year

The undertying operating cash flow remains strong at

£22 2rm compared to £19 8m last year with the key focus

in 2010 of making strategic acquisiions to gan market
share and extend the care pathway range of services slowing
down in 2011 There were 4 acquisitions In the first half and
2 the second half of 2011 but the focus has moved to
organic developments and cost efficiencies dunng 2011
and for 2012

Income statement
The Consoldated Income Statement, before nen underlying
iterms for the year is summarised below

2010
2011 as restated
Em Em  Growth
Revenue 1092 897 217%
Gross proft .. 427 374
Administrative expenses
less depreciation 495) {150}
Underlying EBITDA 232 224  36%
Underlying EBITDA margin 21.2% 250%
Depreciation .27 25)
Share-based paymentscharge {01} o
Underlying operating profit 204 187  36%
Net financial expenses (4 5) (33)
Underlying profitbeforetax 159 164 (30%)
Taxation 33 31
Effective tax rate 20 6% 190%
Underlying profit for the year 126 133
Waighted average number
of diluted shares (millions) 497 481 (33%)
Underlying diuted earnings
per share 25 35p 2759 (B1%)
Full year dwidend per share 6 00p 550p
Revenue

Revenue of £109 2m (2010 £897m) was 21 7% higher
than in 2010 Excluding the revenue generated by the
six 2011 acquisiions revenue grew by 13 9%

In the established Adult Learring Difficutues segmenit we:
continued to experience high leveis of occupancy and
reported 92% occupancy at 30 September 2011 When
blended with facilities under development the overall
occupancy level durning the second half of the year and at
30 September 2011 was 87% of capacity (September 2010
86% of capacity) Demand for residential services continues
to be robust for tigh acuty users
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As set out in the Chief Executive s statement and note 3 to
the Accounts we are reporting segrmental information for
the financial year and last year Information on client capacity
and turnover for all of the 4 segments 1s now reported

2011 2010
2011 Underlying 2010 Underlying
Revenue EBITDA Revenue EBITDA

Em £m Em Em
Adult Learning
Diffculties 757 180 722 199
Young People
Restdential
Sevices __142 45 _ 82 _ 26
Foster Care and
Family Services 131 32 59 19
Mental Health 62 19 34 10
1092 276 897 254
Less unallocated
group costs - {44) - 301
1092 232 897 224

Development of cur care pathway and an improving range
of service options has led to the proportion of Adult Learming
Difficulties turnover moving from 80 52 in 2010 to 694%

in 2011

Underlying EBITDA

Including acquisiions underlying EBITDA has grown by

3 6% from £224rm in 2010 to £23 2m in 2011 Underlying
EBITDA margin has reduced from 25% to 21 2% due to

our infrastructure investments reconfiguration of existing
homes and fee rate pressures frorn local authonties as well
as the segment mix

The Young People Residential Services and Mental Health
segments have higher margins but require considerable
capital investrment whilst the Fostering Services operate on
lower profit margins partly because they do not require high
levels of organic capital Adult Learming Difficulties margin
has come down due to fee pressures and new services such
as Supported Lving and Domicibary Care having different
returns compared to the organic development and
reconfigured services

Adrmnistrative expenses before depreciation and share-
based payments charges were £195m (2010 E150m}
and increased by £4 S5m duning the year and represent
179% of Group revenue Property rental costs of £6 8m
are included within these admirsstrative expenses and
are 6% of revenue The year also saw investment in the
operating and management structure of each segment
in order to facilitate future growth




Underlying operating profit and underiying profit
before tax

The depreciation charge has risen to £2 7m (2010 £2 5m)
and reflects the investment in freehold properties and

the fixtures, fttings and equipment in the homes plus
maotor vehicles After this charge and the share-based
payments underlying operating profit grew by 3 6% to
£204m (2010 E197m)

Net financral expenses of £4 5m (2010 £3 Im) increased
over the previous year due to the higher use of the secured
bank loans which rose from their 2009 level due to the
strategic acquisitions and capital nvestment in particular

1N 2010 and afso in 2011

As a resuit of the higher depreciaticn charge and igher
financial expenses the undedying profit before tax of
£159m {2010 £164m) has reduced by 30%

Taxatton and diluted earnings per share

The effective tax rate has risen a little to 206% (2010 19 0%)
and reflects management s expectations of future capital
investment through organic development relative to
avalable capital allowances and also reflects the impact

of the rate reduction in the year

The weighted number of shares in 1ssue rose by 3 3% whilst
the underlying diluted earnings per share came from 27 59p
n 2010 to 25 35p in 2011

Dwidends

Qur policy had been to increase the total dividend per year
proadly in ine with the movement in underlying diluted
earnings per share but the Board has taken the view that the
policy should be reconsidered for 2011 The final dvidend
will therefore increase to 4 0Cp per share (2010 3 66p)
brnging the total dvidend for the year to 6 00p {2010 550p),
a growth of 9% Dividend cover for 2011 based upon diluted
earnings per share before non underlying items was 4 23 umes
(2010 50 times)

Non underlying items

As more fully explained on the face of the Conscldated
Income Staternent and n note 5 to the Accounts the
Directors have separately disclosed a number of non
underlying iterns on the face of the income staterment In
order to improve understanding of the ading performance
achieved by the Group Total non undertying items are
E68m {2010 £68m) which 1s 6 2% of revenue (2010 75%)
and the principle tems are acquisition transaction cosis
armorusation of intangible assets post acquisition integration
and reorganisation costs and agjustments to munimum
future lease payment uplifts

Cash flow and net debt
The cash flow statement and movement (n net debt for the
year I1s surmnrnarised below

2010

2011  asrestated

£m Em

Underlying EBTDA L 232 224
Increase in working capital (1.0 (26)
Cash inflows from operating activities 222 198
Tax paid/(received) 13 02
Interest paid {4 8) 33
Dradends paid _ (28 23}
Proceeds fromn the issue of shares - 146
Acguisitions and capital expenditure (207) {434}
Cash flow before non underlying iterns 74) (14 4}

Non underlying cash flows including .

denvative financizl instruments (67} {54)
Movementm netdebt (14 1) (198)
Opening net debt {113 2) (934)
Closing net debt (127 3) (113 2)

Net debt at 30 Septernber 2011 of £1273m (2010 E1132m)
has increased by £14 1m during the financial year with
an.nvestment of £22 4min acquisitions and capital
improvements durng the year

Non underlying items had a cash outflow effect of £39m
being payment of acquisiton and integration ¢osts and
settlements ansing from denvative financial iInstruments
contributed a cashoutflow of £2 8m {2010 E30m}

Undetying cash inflows from operating activities

The £22 2m (2010 £19 8m} cash inflow from operating
actmties before non underlying items represents a 96%
(2010 88%) underying EBITDA cash conversion ratic being
a further year on year enhancement

Tax, interest and dividend cash flows

Interest paid of E48m (2010 £3 3m) s reflective of the net
financial expenses per the Consolidated Income Statement
whlst dvidends paid are consistent with the relevant section
earlier in the review

Net tax payments of £13m {2010 £0 2m receved) were
made N the year
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Acquisitions and capital expenditure
Dunng the year we invested funds of £204m (2010 £434m) and i addition, estimated that £2m may become payable
as deferred and contingent consideration in respect of acquisitions completed dunng the year

Cash Deferred and

balances Funds  contingent
Settled acquired Invested  consideration Total
Em Em Em Em Em
Acquiswions inyear . 109 {03) 106 20 126

Prior year deferred consideration - 1 30 = 30

Capital expenditure 68 - 68 - 68
207 (03) 204 20 224

The investment of £12 6m relates to the strategic acquisition of Care UK Foster Care Limited together with Fostenng
Support Group, Phoenix Therapy and Care Cameron Care, Selwyn Care TLC (Wales) and Complete Care further
detalls of which are explained in the Chief Executive s Statement and Operating Review as welt as in the notes to the
financial statements

Deferred consideration of £3m was settled n cash dunng the year mainly relating to acquisiions in the Fostening and
Famlly Assessments division

Capital expenditure of £6 8m includes £3m to update our portfolo of assets

Banking arrangements

The Group 1s pleased to have continued its strong relationships with RBS Lioyds and Santander following the refinancing
of the debt facilities in 2010 Those facilities expire in Apnl 2013 and will be renegotiated in 2012

These facilities have certain covenants attached to them which are pnncipally EBITDA refated The Group has continued

to operate comfortably within its bank covenants and at 30 September 2011 has sufficient facility headroom to support the
sirategy of developing our services and organic care pathway additions

The Group holds a number of interest rate swaps n order to provide a degree of certainty to interest cash flows

Qutlook

The Group remains In a strong position to continue as a leading provider of high-guality specialist social care services
in a fragmented large and growing market

(W o A

Michael Hill
Group Finance Director
11 January 2012
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Extraordinary experiences

Relationships are the key test

People in residential services or public
care can have very restricted sets of
relationships We work hard to ensure
that users of our services have a wide
range of relationships, especially with
people who are not paid to be there

Similarly we aim to ensure that users
of our services have a full range of
normal life experiences that wherever
possible include work, leisure and
exciting activities

CareTech Holdings PLC Annual Repont and Accounts 2011
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Governance

Board of Directors

A focused and committed team

Biographies
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1- Farougq Sherkh Executive Chairman (aged 53)

Farouq has been a key architect in CareTech s growth having
been involved 1n the wision and strategy from the outset In
1993 With a background in law and a good understanding
of inance and commerce, Farouq has been instrumental in
secunng debt and eguity funding for the Cormpany as well
as leading the management team i winning a number

of long-term contracts from local and health authonties

Farouq has initizted and overseen the successful equity
investments and the subsequent exits for 31 Group PLC (in
1996 and 2002) and Barclays Private Equity (in 2002 and
2005) His inimate knowledge of the marketplace and his
commercial and negotiating expertise assisted in the Group's
growth En 2007, he won Coutts Entrepreneur of the Year
award He also presents at healthcare conferences to raise
market awareness in the Learning Difficulties sector

2- Haroon Sheikh BSc Chief Executive Officer (aged 55)
Haroon Sheikh a London University graduate 15 one of the
founder members of CareTech Haroon bnngs commercial
acumen related industry expenence and property knowledge
which has been essential in the growth of the business He
has been actvely involved with Carélech since its Inception
In 1993 and in ks role as Chief Executive Officer he has had
a majer part In the success of the Group

He 15 actively involved 1n the day-to-day running of the
business and over time has been nstrumental in nurtunng
and supporting the senior management team which
compnses disciplines in care commerce and property He
has a deep comrritment and passion to delivering high quality
care and support to pecple who have a learning difficulty
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3- Michael Hill Dip M, FCIM, FCA, MBA

Group Finance Director (aged 60}
Michael qualified as a chartered accountant with Deloittes
In 1975 and then did an MBA before joining Kimberley Clark
as a Financial Analyst managing marketing projects Michael
then had seruor financial roles i retaling with the launch
of Next, the Electnaity privatisation and as Finance Director
of quoted Mersey Docks He was involved from 2001 with
the Care Chanty Community [ntegrated Care as a Trustee
and then Director of Finance and from 2006 as Finance
Director of National Fostering Agency Michael joined
CareTech in 2010 to establish the Foster Care and Farmity
Services division He became Group Finance Director on
2 August 2011 and he 1s alsc Company Secretary

4- Stewart Wallace Strategic Director (aged 62)

Stewart Wallace qualified as a socsal worker in 1971
subsequently obtaning an MA in Social Policy He gained
wide expenence i London as a practtioner policy advisor
and senior manager before joiring Harlow Council as Head
of Community Services in 1986 [n 1992 he was appointed
Director of Development In what 1s now the Surrey Oaklands
NHS Trust Subsequently he was appointed General Manager
of the Trust s learning disability dwision He returned to social
services In 1997 as a senior operations manager before
joining the board of Care Selutions Limited a Care UK plc
subsiciary as Development Director He joined CareTech in
Neovernber 2000 as Development Director Stewart 1s a
Non-Executive Director of an NHS Trust 15 in demand as a
commentator on both health and social care policy and
contnues his status as a social worker registered with the
General Social Care Council



5- Harl Monaghan Non-Executive Director (aged 49)
After graduating from University College Dublin with a
Bachelor of Commerce Degree Karl trained as a chartered
accountarmt with KPMG in Dublin He has werked 0 the
corporate finance departments at a number of merchant
banks and stockbrokers latterty at Credit Lyonnais Secunties
for 7 years and Robert W Baird for 2 years until June 2002
Kar set up Ashling Capital LLP in December 2002 to prowide
consullancy services to quoted and private companies He
sits on a number of AIM quoted and private company boards

6- Christa Echtle Non-Executive Director (aged 53)
Chnista studied Sociology (BA) and Psychology {MA) at the
University of Wuerzburg in Germany and gamned an MBA 10
1996 Christa has over 25 years experience working with the
public sector She has substantial healthcare recrutment
experence and was CEO of the Reed Health Group plc until
2003 Since then she has worked for Private Eguity in a
number of executive and non-executive Charman positions
ranging from specalist recruitment, specialist childcare and
healthcare T seraces
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7- Mike Adams Non-Executive Director (aged 40)

Mike has a significant track record in the social care and
disability sectors For 5 years he was Director of the National
Disability Tearmn responsible for policy and practice for
disabled students inhugher education Mike was Director

of Operations for the Disability Rights Commussion for 2 years
and has been Chief Executive Officer of Essex Coalition

of Disabled People a leading user-led orgarusation since
Qctober 2007 Mike spent 18 months as acting Chair

of a large acute hospital srust in Essex and has previously
undertaken the role of a visiting professor at Leeds
Metropolitan University
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Governance

Directors’ Report

The Directors present therr report and the audited Group financial
staternents for the year ended 30 September 2011

Principal activities

The Group s principal activity dunng the year was the provision of
a range of specialist care and housing support senaces throughout
the UK for people with learning and physical disabilities

Bustness review and future developments
The consolidated statement of comprehensive income detailed on
page 30 sets out the Groups financial results for the year

The Company Is required by the Companies Act 2006 to include a
bustness review In this report The information that fulfils the requirements
of the business review can be found in the Chairman s Statement on
pages 6 and 7 the Chief Executive s Statement and Operating Review on
pages 8 to 11 and the Financial Review on pages i4 to 16 which are
incorporated in this report by reference These reports also include details
of the perforrmance of the Group dunng the year ended 30 September
2011 and its prospects for the future

Key performance indicators are set out in the "Highlights™ on page 1
The key risks and uncertainties facing the Group are set out In this
report below

Key risks and uncertainties

There are a number of nsks and uncertainties which could :rmpact
on the Group s long-term performance These are set cut in the
Chief Executive s Statement and Operating Review on pages 8 to 11

Divtdends

Dvidends of £1,855000 and £987 000 {total £2 802 000) have been
paid during the year The Directors propose a final dvidend of 400p
per share (2010 3 66p;} subject to approval at the forthcorming Annual
General Meeting

Share lusting

The Company s ordinary shares are adrmitted to and traded on AIM a
market operated by the London Stock Exchange Further information
regarding the Company s share capital including moverments durning

the year are set out in note 21 to the financial statements

Charitable and political donations
No charitable or politcal donations were made dunng the year
(2010 Erul)

Financial instruments

The Group 1s exposed to a combination of pnce credit, interest rate

and cash flow nsks The Group uses financial instruments including cash
borrowings and interest rate swaps, the main purpose of which are to
raise finance for the Group s activities and to manage interest rate risks
Disclosures in respect of these mstruments are set out in note 24 to the
financial statements

Payment of commerciat debts

The Groupss policy 1n relation to all of ts suppliers 15 to settle accounts
in accordance with the payment terms agreed with those suppliers The
Group does not follow any code of practice on payment of creditors or
any other standard payment practice

The number of days purchases { creditor days”) cutstanding for
payment by the Group at the year end was 27 days (2010 14 days)
The Parent Company CareTech Holdings PLC s a holding company
and does not trade

Employees

The Directors recognise the benefits which anse from keeping employees
informeg of the Groups progress and plans and through therr participation
in the Group s performance Tne Group is therefore committed to
provicing 1is ernployees with information on a regular basis to consulting
with them an a regular basis so that their views and/or concerns may

be taken into account in taking decisions which rnay affect their interests
and to encouraging their participation in schemes through which they
wiil benefit from the Group s progress and proftabilty CareTech aims

to foster a working environment n which all employees are treated with
courtesy and respect and seeks at all times to provide opportunities to
develop and reach therr full potential

The Group operates a sharesave share option scheme for eligible
employees details of which can be found in note 20 The Board
feels that share ownership ameng employees fosters team spint and
rmetivation and will contribute to the ulimate success of the Group

It 15 the Group s policy to ensure that disabled persons are treated farly
and consistently in terms of recnuitment trairung, career development
and promotion and that their employment opporturities should be
based on a realistic assessment of their aptitudes and abilities Wherever
possible the Group will continue the employment of persons who
become disabled dunng the course of their employment with the Group
through retraining, acquisiion of special aids and/or equipment or the
provision of suitable alternative employment

Environment

The Group seeks to comply with all relevant environmental laws
and regulations to improve the effectiveness of its environmental
impact management
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Authonty to allot shares

Pursuant to resolutions approved at the Annual General Meeting on

15 February 2011, the Directors were granted authonty to allot shares with
an aggregate nominal value of up to the value of one third of the share
capital of the Company

The Duectors were also granted authonty to allot equity securives for cash
to the holders of ordinary shares as the Directors may determine on the
register on a fixed record date in proportion (as nearly as may be) to their
respective sharehelding or in accordance with the nghts attached thereto

Resolutions for the renewal of both of the above will be proposed at the
forthcoming Annual General Meeting further details of which, together
with explanations of the resolutions 1o be proposed at the meeting
appear inthe Notice of AGM and explanatory circular to Shareholders”
which will be sent to Shareholders in gocd time prior to the meeting

Substantial shareholdings

As at 8 December 2011 being the date of the preliminary results
announcement, the Company had been notified of or was otherwise
aware of the following substantial interests of 3% or more in the
ordinary share capital of the Company other than those in respect

of Directors which are set out in the Remuneration Report on page 23

No of ordinary

Directors’ insurance
The Company mantains appropnate Directors” and Officers liability
insurance, as permutted by the Companies Act 2006

Going concemn

After malang appropnate enguines the Directors have reasonable
expectations that the Group is well placed to manage its business nsks
successfully and has adequate resources to continue In operational

existence for the foreseeabte future For this reasan the Directors continue

to adopt the going concern basis In prepanng the financial statements

Auditors

KPMG Audit Plc have expressed their willngness to continue in office
and in accordance with section 489 of the Companies Act 2006 a
resolution for thewr reappointment will be proposed at the forthcoming
Annual General Meeting

Disclosure of mformation to the 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 is no relevant
audnr information of which the Company s auditor is 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 auditors are aware of that information

By order of the Board

shares of 03p  Percentage
Henderson Global Investors 6175872 1245%
Richard Gnffiths 4026 853 B812%
JO Hambro Caprtal Management 3900000 786%
Standard Life Investments 3334991 673%
Schroder Investment Management 2173415 438%

Directors
The names cf the current Directors together with brief biographical
details are shown on pages 18 to 19

In accordance with the articles of assoc:ation Haroen Sheikh and
Stewart Wallace retire by rotation and being eligible offer themselves
for re-election Having been appointed since the last AGM Michael Hill
offers himself for reappointrment

The names of all Directors who held office in the year are as follows

Farouq Sheikh

Haroon Sheikh

Dawvic Pugh {resigned 2 August 2011)
Stewart Wallace

Karl Monaghan

Christa Echtle

Mike Adams

Michael Hill (appointed 2 August 2011)

The terms of the Directors service contracts and details of the Directors
Iinterests in the shares of the Company together with details of share
options granted and any other awards made to the Directors are
disclosed in the Remuneration Report commencing on page 22

Mod-ad it

Michael Hell
Company Secretary
11 January 2012

Metropolitan House
3 Darkes Lane
Potters Bar
Hertfordshire

ENG 1AG
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Governance

This report 1s approved by the Board and follows guidance laid down in
the Companies Act 2006 and the UK Corporate Governance Code, as
far as 1s reasonably practicable for a public company of CareTechs size

Remuneration Committee

The Remuneration Committee comprises 2 Non-Executive Directors
Christa Echtle (Charrman) and Kart Monaghan and meets at least twice
each year

The Committee members have no perscnal financial interest, other than
as sharehclders 1n the matters to be decided They have no conflicts

of interest ansing fram cross-directorshups or from being involved in the
day-to-day business of the Group They do net participate in any bonus,
share option or pension arrangements

Its pnngcipal duties are to review the scale and structure of the
remuneration and service contracts for Executive Directors and
Servor Management and it also administers the Company s share
option schemes

The Committee takes into consideration environmental, social and
governance { ESG?)issues In relation to corporate performance when
setting the remuneration of Executive Directors and takes steps to ensure
that the incentive structure for Seror Management does not raise ESG
risks by inadvertently motivating wresponsible behaviour

Remuneration philosophy

CareTech s remuneration philosophy 1s to provide for each of its
Executive Directors and key personnel a package which 1s adequate to
attract retain and motvate indmduals of the approprate calibre whitst
at the same time not paying more than (s necessary for this purpose

The Remuneration Committee has the objective of ensunng that
remuneration packages are offered which

+ are set at a level reflecting the compettive market in which the
Group operates

» have a significant part of remuneration Unked to the achievement
of performance targets

« have due regard to actual and expected market cenditions,

« are structured In accordance with the interests of Shareholders and

« foster the development of a lugh-performance culture across
the Group

Remuneration Report

The following compnsed the pnncipal elements of remuneration
for Executive Directors and Executive Management for the year
under review

» basic sglary

+  bonus

+  benefits including car allowance, vehicle expenses and healthcare
insurance and

«  pension contrbution

The remuneraticn for Non-Executive Directors 1s set by the full Beard on
the recommendation of the Executive Directors Non-Executive Directors
are not eligible to participate in any of the Cormpany s bonus or share
option schemes

Directors’ service agreements
All Executive Directors service contracts are subject to 12 months notice
of termination on either side

The Non-Executive Directors have each been appointed under contracts
which are subject to 3 months notice of termination on either side

External appointments

Executive Directors are permitted to accept or retain non-executive
appointments outside the Company provided there are no conflicts of
interest They are viewed by the Committee as gving the opporturity
to broaden Directors expenence and therefore provide benefit to

the Company Fees are retained by the Executive Director concerned
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Directors’ remuneration {(audited)
The vanous elements of remuneration receved by each Director were as follows

Salary and fees Benehts Annual bonus Totat Pension
2011 2010 2011 2010 2011 2010 201 2010 2011 2010

Year to 30 September £000 £000 E000 £000 E00O0 EQ0O EQOO EOQO £000 £000
CurrentDwectors .
Faroug Shekh 302 300 36 38 B - 37 . 338 375 & 6
Haroon Sheikh 204 200 33 3 = 50 237 28 9 9
Stewart Wallace! 9% 8O 30 0 - 20 125 30 3 3
Kart Monaghan 43 39 - - - - a3 39 - -
ChnstaBettle =~ 37 7 - = - - .. ¥ 7 . = -
Mike Adams 28 7 v - - - 28 A = L
Mchaelb 36 o T .. .. T . 18 SO
FormerDwectors - e
Richard Steeves? - 34 - - = - - 4 - -
David Pughi 348 153 22 59 38 370 250 6 8
Total 1,073 850 121 158 - 145 1,184 1153 24 26
1 Stewart Wallace 1s contracted on a 4 day per week basis

2
3

Resigned as Director on 15 Aprl 2010
Resigned as Director on 2 August 2011 His remuneration for 2011 includes payments of E183000 for loss of office

Directors’ interests
The Directors who held office at the end of the financial year had the following interests in the ordinary share capital of the Compan
register of Directors interests

y according to the

30 September 2011 30 September 2010
Number of Number of
ordinary ordinary
0 5p shares 0 5p shares
Westminster Holdings Limited* U 10,422,500 10,422,500
Cosaraf TrustE 2060000 2060000
Cosagraf Pension Fund® o B o o o 70000 20000
Faroug Sheikh i ) 485,000 485000
Haroon Shelkh e 485000 485000
Stewart Wallace 473,374 473374
Autovibe Limited* o A . o 332750 319,750
Karl Monaghan e o 31,250 31250
Paragon (Premuier Properties Limwed® e e m e R 5916 2916
MkeAdams e . e 2300 2300
Former Directors - e o
RiChard St eeves e e e e e e e = 15625
David Pugh 16,150 10000
1 Westrminster Holdings Limiuted 15 a cormpany owried by a trust the benehaianes of which include Farouq Sheikh and Haroon Sheikh
2 Cosaraf Trust is a trust whose benehcianes are the children of Faroug Sheaikh and Haroon Sheikh Farouq Sheikh and Haroon Sheikh are the trustees of this trust
3 Cosaraf Pension Fund s a self-admunistered scheme established for the benefit of Farouq Sheikh and Haroon Sheikh
4 Autovibe Limited is @ company wholly-owned by Weridy Wallace the wife of Stewart Wallace Strategic Director
5  Paragon [Premier) Properties Limited 1s a company wholly-owned by Christa Echtle Non-Executive Director and her husband

Directors’ share options
None of the Directors have any share options in the Company

By order of the Board

Chnsta Echtle
Chairman of the Remuneraton Committee
11 January 2012

Metropolitan House
3 Darkes Lane
Potters Bar
Hertfordshire

ENG6 1AG
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Governance

Do we comply with the UK Corporate Governance Code?

The CareTech Board of Directors (the Board”) remains commutted to
achieving the highest standards of integnty ethics professionalism and
business practice throughout its operations

As a Company quoted on AlM a market operated by the Londaon Stock
Exchange the Company 1s not required to comply with the UK Corporate
Governance Code {the "Code }

However the Board 1s accountable to the Company s Shareholders
for ensunng effective governance and therefore stnives to implement
policies and procedures aimed at Code complance as far as 1s
reasconably practicable for a public company of its size and complexity

This sets the tone for corperate behaviour and 6 help make our
governance meaningful and fecused on iImproving our business
and protecting Shareholder value

Who 1s on our Board?

As Executive Chairman, Faroug Sheikh leads the Board and is responsible
for its effective running The Chief Executive 1s Haroon Sheikh David
Pugh was the Group Finance Director untd the date of his resignation

on 2 August 2011 after which Michael Hill tock on the role and Stewart
Wallace 1s Strategic Directer The Directors biographies appear on pages
18 to 19 and detail therr expenence and suitability for leading and
managing the Group

Karl Monaghan the serior independent director Christa Echtle and Mike
Adams are the 3 Non-Executive Directors and the Board considers each
of them as independent Coilectively the Non-Executive Directors bring a
valuable range of expertise and experience in assisting the Group to
achieve Its strategic aims

In the furtherance of their duties all Directors are able to take
independent professional advice at the expense of the Company and
those newly-appointed are made aware of therr responsibilities by the
Compary Secretary The Board approves the appointment and removal
of the Company Secretary

All Directors are required to submit themnselves for re-election at least
every 3 years and new Directors are subject to election by Shareholders
at the first opportunity following therr appointment

Corporate Governance Report

As a Company quoted on AIM, a market operated by the London Stock
Exchange the Company Is not required to comply with the UK Corporate
Govemance Code (the "Code’) However the Group has complied with
the provisions of the Code with the following exceptions

1 Farouq Sheikh as Executive Charrman has respensibilities for both
the organisation of the Board and running of the Group s business
2 There is currently no annual formal evaluation of the Board its
Committees or \ndvidual Directers The Board did not consider
It appropnate to carry out an evaluation exercise during the year
but will consider this issue again duning the current year

How do we deal with conflcts of interest?

Following amendments to the Company s Articles of Associaton in 2008
to reflect certain provisions of the Companies Act 2006 relating to
conflicts of interest that came into force on 1 October 2008, the Board
will follow a speciiic procedure when deciding whether to authorise a
conflict or potential conflict of interest Firstly only independent Directors
{l e those that have no interest in the matter under consideration) will

be able to take the relevant decision Secondly, in taking the decision

the Directors must act in a way they consider in good fath will e most
likely to promote the Company s success In addition the Directors will
be able to impose brnits or conditions when giving authornisation if they
think this 1s appropniate It remains the Board s intention to report annually
on the Company s procedures for ensuring that the Board s power of
authorisation of conflicts are operated effectively and that procedures
have been followed

Board and Committee meetings

The Board meets in formal session regularly usually once each month
and members are suppled with financial and operational information in
good time for scrutiny in advance of these meetings

The Directors attended the following meetings in the year to
30 September 2011

Audit Remuneration
Board Committee  Commitiee

Farouqg Sheikh 1 1 1
HarconSheikh 10 z 1
David Pugh ) z -
MichselHWL T -
Stewart Wallace 7 u Ty -
KarlMonaghan = 10 3 1
Chnsta Echtle ~ T 1
Mike Adams 7 1 2 -

* By nwtation
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What decision-making responsibilities do the Board have?
Matters which are reserved to the Board {or specific consideration and
decision include

« financial reporting and controls including statutory matters such
as the approval of inal and intenm financial staternents and dvidend
declarations

« Board membership and other senior, key personnel appointments

« review of corporate governance arrangements

«  Group strategy rmatters including the approval of annual budgets
acquisitions and disposals

+  review of the processes for monitoring and evaluating nsk and
the effectiveness of the Group s system of internal control and
operational efficiency

«  review and supenvision of treasury and financial policies and

«  Sharehelder communications

Matters are delegated to Board Committees individual Directors or
executive management where appropnate The Directors believe the
Board is soundly constituted although at this stage of the Group s
development s felt the functions of a Nominations Committee can be
adequately fulhlled by deliberation of the full Board this will nevertheless
be kept under review

Who Is on the Audit Committee and what do they do?

The Audit Commuttee compnses Karl Monaghan (Charrman) and

Chnsta Echtle and Farouq Shelkh up until 1 May 2011 The Group Finance
Director and representatives of the external auditors attend meetings by
invitation as required The Committee meets at least twice each year and
receves reports from the Company s management and external auditors
relating to the annual and intenm accounts and the accounting and
internal control systermns throughout the Group The Committee has
direct and unrestrnicted access to the external auditors and reviews all
services being provided by them to evaluate ther independence and
objectty talung into consideration relevant professional and requlatory
requirerments in order to ensure that said ndependence and objectivity
are not impatred by the proviston of permissible non-audit services
Details of the amount paid to the external auditors duning the year for
audit and other services are set out in note 6 to the financial statements
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Who is on the Remuneration Committee and what do they do?
The composition and role of the Rermuneration Committee is set out
In the Remuneration Report on pages 22 to 23 Also detalted in that
report are Directors remuneration shareholdings and share option
scheme information

A key Group strategy 15 to attract and retain talented and commuitted
personnel, at every level of the organisational hierarchy and the
Committee aims to foster remuneration philosopny policies and
procedures to achieve this

The Group operates In a highly competitive erwvironment For the

Group to continue to compete successfully itis essential that the level
of remuneration and benefits offered achieve the abjectives of attracting
retaining metivating and rewarding the necessary high calibre of
individuals at all levels across the Group

The Group therefore sets out 1o provide competitive remuneration to
all its employees appropnate to the business environment in the market
inwhich it operates To achieve this the remuneration package 1s based
upan the following pninciples

« total rewards should be set to prowde a fair and attractive
remuneration package

«  appropriate elements of the remuneration package should be
designed to reinforce the ink between performance and reward and

+ Executive Directors incentives should be aligned with the interests
of shareholders

The remuneration strategy 1s designed to be m ine wath the Groups
fundamental values of farness competitiveness and to support the
Group s corporate strategy A cohesive reward structure consistently
applied and with lnks to corporate performance, 1s seen as cnitical in
ensuning attainment of the Group s strategic goals
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Governance

continued

Have we maintained an effective relationship with our Shareholders?
The Board appreciates that effectrve communication with the
Company s Shareholders and the (nvestment community as a whole

15 3 key objecive

The views of both nsttutional and private Shareholders are important,
and these can be vaned and wade-ranging as 1s their interess in the
Caompany s strategy, reputation and performance

The Executive Chairman has overall responsibility or ensunng this
communication 1s effectively discharged and for making the Board
fully aware of key Shareholders views comments and opinions

Contact wath investors throughout the year 1s a pnonty and the Board
strives to look after their interests General presentations to major
Shareholders following the publication of the Group s annual and interim
results are conducted by the Executive Chairman and the Group Finance
Drrector as are regular meetings through the year with fund managers
and investment analysts

Robust year-on-year dvidend growth 1s an objective and all Shareholders
are encouraged to attend the Company s Annual General Meeting which
alt Board members attend as this provides an cpportunity to address
questions to the Directors

The Group s annual and intenm reports are sent 1o all Shareholders and
all results, Company announcements and related investor information
can be accessed via the Group s website www caretech-uk com

The website is under constant review In an effort to maximise

the effectiveness of information made available to Shareholders

How do we manage our intemal controls and nsks?

The Board 1s ulttmately responsible for the Group s system of internal
controls and for reviewing its effectiveness The role of management s to
implement Board policies on nisk and contrc! The system of internal
controls 1s designed to manage rather than elminate the nsk of fallure

of the achievermnent of business objectves In pursuing these objectives
internal controls can only provide reasonable and not absolute assurance
against materal rrisstatement or loss

The recent challenging business ckmate has resulted in a sustained focus
on the approach to nsk The Directors consider robust nsk managerment
to be crucial to the Group s success and give a hugh prionity to ensuring
that adequate systems are in place to evaluate and imut risk exposure
They have overseen the further development of processes and
procedures for identifying, analysing and managing the significant risks
faced by the Group These processes have been implemented dunng
the year under review and up to the date of approval of this annual report
and financial statements The processes and procedures are regularfy
reviewed by the Board
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A process of control and hierarchucal reporting provides for a
documented and autitable trail of accountability These procedures
are relevant across all Group operations they provide for successive
assurances to be given at increasingly higher levels of management
and finally, to the Board

The processes used by the Board to review the effectiveness of the
system of internal controls include the following

« annual budgets are prepared for each operating business Monthly
management reporting focuses on actual performance against these
budgets for each operating business

« management reports and externat audit reports on the system
of internal controls and any matenal control weaknesses that
are identifhiad

» discussions with management including discussions on the actions
taken on problem areas identified by Board members or in the
external audit reports

+  polices and procedures for such matters as delegation of
authorities capital expenditure and treasury management as well
as regular updates

« review of the adequacy of the level of expenenced and professional
staff throughout the business and the expertise of indivdual staff
members so that they are capable of carrying out their indiwvidual
delegated responsibiliies and

»  review of the external aught work plans

By order of the Board

Midnad Bk

Michael Hill
Company Secretary
11 January 2012

Metropolitan House
3 Darkes Lane
Potters Bar
Hertfordshire

ENG 1AG
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Corporate Social Responsibility

Duning the year we have continued to strive for long-lasting
Improvements In our services in a way that s consisient with the interests
and concemns of our stakeholder community As always the drving force
underpinning CareTech s whole operation continues to be the provision
of the huighest guality of care to our service users

We care about our service users
They are the reason for our existence and satisfying their needs remains
our key objective

As our crganisation grows we strive to maintain a culture which never
forgets the important relationship we have with our service users We
seek 1o nurture these relatronships and see them as partnerships of
mutual interest and respect with our person-centred approach ensuring
service user interests are safeguarded and vulnerabiliies minimised

The further expansion of our Care Pathway strategy seeks to provide our
service users with “‘whole of Life solutions to their needs maximusing
independence where possible by encouraging education promoting
chaice, being proactive with family relations, prowviding employment
where feasible and nurtunng personal ambition where helpful

We are determined to preserve the dignity of those we care for and fully
support Government iniatives to this end We see making each day as
fulflled as possible for our service users 1s a wital ingredient to ther and
our success

We care about the environment

We continually stnve to maximise environmental standards in all areas of
our organisation Energy costs are now closely scrutimised centrally and
with the installation of smart meters being rolled out across our senices
we are seeking to encourage more efficient consumpton of energy of
course without compromising Service user care in any way

Clurical waste management has an environrnental impact and we are
constantly focused on ways to make this more effective whilst still
adhernng to statutory requirements

We continue to aim for rinimal waste production and waste-free
processes Encouraging the involvernent of our workforce in seexing new
ways to "be green is important and we are stniving to reduce our carben
footprnt in ali commercial areas including promoting recycling initiatives,
developing a carbon offset scheme for paper usage, using public
transport where feasible and striving for energy efficiency

We care about our staff

We remain commutted to ensuring employees share in the success
of the Group and fully appreciate that Group performance 15 affected
by the relationship we have with them

Sustaining the retention and development of ermployees 15 alse cntical
to our continued success and we remain of the belief that fostering a
positive workplace culture 1s the best way for our employees to thrive
Supporting thern with regular supesvision, training and clear career
development programmes promotes staff continuity and leads to
improved standards of care quality

Equal opporturuty for all rernans at the heart of our recruitment policies
and the diversity of our workforce bears this cut We value our staff

at all levels and work closely with them through our robust human
resources department to foster consultation in all matters ensure fair
pay for all, maximise conditions of service and facilitate flexible working
where feasible

We continue to foster inclusmity and have regular newsletter publications
including newly developed “weekly briefs’ providing news from the
servces in a concise easy to read format, as well as regular staff surveys
and team briefings Each year awards are distnbuted by Senior
Management in recognition of those semvices with outstanding
performance

We have a team of in-house training staff delivenng courses on all
relevant subjects, enabling our workforce to gain the skills knowledge
and confidence to prowide the care and support to our service users
on a dally basis

Our sharesave share option scheme continues to offer new invitations
regularly and 1s avalable to all our employees This participatien aleng
with regular serior management share option awards, contributes o
the fulfilment of our desire to reward staff loyalty diigence and effort

We care about quality and safety

As a Group ouraim is to provide an injury-free warking environment for
service users staff and visitors We value the well-bemng of ali stakeholders
and strive to develop policies to this end

Maintaining workplace infrastructures 1s a core objective and sustained
investment in Information Technolegy furniture, facilities and equipment
enable working environments be they operational or adrmimistrative to be
safe and producive

Regulation 1s vigorousty appled with routine and regular inspections
being made by the Care Qualty Cormmission {"{CQC"} and Ofsted We
cantinue to resource our own highly expenenced internal quality team
which undertakes a programme of regular inspection and assessment
and gves constructive feedback backed by training and supenasion

if the requirement 1s there We engage the services of outsourced
expert agvisers ensunng best practice and procedures are mairtamned

We care about our communities

Doing business the nght way 1s of fundamental importance to us

A successful business needs to operate in healthy thrmng communities
and needs to be seen as & good neighbour to those communities

We have direct involvement in a vanety of community-based
programmes further improving our service reputation and helping
to {oster a strengthened relationship wath local authonties

Being a socally responsible organisation with a focus on developing our
ethical standards aligned with our economic chjectives remains a core
aim and we strve to identify the real value of our orgarisation beyond
its bottom line Considenng non-financial values such as reputation
employee commitment and service user fulfiment helps us see
longer-term opportunities and risks ulumately saving money and time

Behaving responsibly and maximising the benefits of a strong relationship
with our stakeholders 15 an integral part of a continuing process of
building long-term value

Our business has made a significant contribution {0 the communities

1n which we operate as in the last financial year we have paid £43 8m
(2010 £35 2m) In net wages to our employees made contributions

of £76m (2010 £109m) to our prowiders of capital and pad £171m

{2010 £154m) to the Government in scciat security payments, corporation
tax and irrecoverable VAT
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Statement of Directors’ Responsibilities

in respect of the Annual Report and the Financial Statements

The Directors are responsible for prepanng the Annual Report and the
financial statements In accordance with applicable law and regulations

Company 3w requires the Directors to prepare Group and Parert
Company financial statements for each financial year As reguired by the
AfM Rules of the London Stock Exchange they are required to prepare the
Group financeal statements in accordance with IFRSs as adopted by the
EU and applicable law and have elected to prepare the Parent Company
financial statements on the same basis

Under company law the Directors must not approve the financial
statements unless they are satsfied that they give a true and fair view
of the state of affairs of the Group and Parent Company and of therr
profit or loss for that penod In preparing each of the Group and
Parent Company financial statements the Directors are required to

+  select sutable accounting policies and then apply them consistently

« make judgements and estimates that are reasonable and prudent,

«  state whether they have been prepared in accordance with [FRSs
as adopted by the EU and

+ prepare the financial statements on the going concern basis unless it
18 Inappropnate to presume that the Group and the Parent Company
will continue in business
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The Directors are responsible for keeping adequate accounting records
that are sufficient to show and explain the Parent Company s transactions
and disclose with reasonable accuracy at ary time the financial position
of the Parent Company and enable them to ensure that its 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 Group and to prevent and detect fraud and
other iregularties

The Directers are respensible for the maintenance and integnty of the
corporate and financial information included on the Company s website
Legislation in the UK governing the preparation and dissernination of
financial statemerits ray differ from legislation in other junsdictions




Independent Auditor's Report to the
Members of Carelech Holdings PLC

We have audited the financial statements of CareTech Holdings PLC for
the year ended 30 September 2011 which comprise the consolidated
staterent of comprehensive iIncome consolidated and Parent Cormpany
staternent of changes in equity, consolidated and Parent Company
balance sheet consoldated and Parent Company cash flow staterment
and related notes The financial reporting framewaork that has been
applied in their preparation is appbcable law and International financial
Reporting Standards {IFRSs) as adopted by the EU and, as regards the
Parent Company financial statements as appled in accordance with the
provisions of the Compantes Act 2006

This report I1s made solely to the Company s members, as a body 1in
accordance with Chapter 3 of Part 16 of the Comparies Act 2006 Our
audit work has been undertaken so that we night 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 opirions we have formed

Respective responsibilites of Directors and auditor

As explained more fully n the Directors Responsibilities Statement set
out on page 28, the Directors are responsible for the preparation of

the financial staterments and for being satrsfied that they give a true and
farr iew Qur responsibility 1s to audit and express an opinion on the
financial statements In accordance with applicable law and Internabsonal
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/pnvate cfm

Optnion on financial statements
In our opinion

« the finanoal statements give a true and farr view of the state of the
Group s and of the Parent Company s affarrs as at 30 September 2011
and of the Group s profit for the year then ended

« the Group financial statements have been properly prepared in
accordance with IFRSs as adopied by the EU

+ the Parent Company financ:al statements have been properly
prepared in accordance with IFRSs as adopted by the EU and as
applied n accordance with the provisions of the Compan:es Act
2006 and

« the inancial statements have been prepared in accordance with the
reguirements of the Companies Act 2006

Optnion on other matter prescrnibed by the Companies Act 2006

In our optruon the informat:on given in the Directors Report for the
financsal year for which the financial statements are prepared 1s consistent
with the financizl statements

Matters on which we are required to report by excepticn

We have nothing to report in respect of the following matters where

the Companies Act 2006 requires us to report to you If 1 our opirion

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

« the Parent Company financial staternents are not in agreement with
the accounting records and retums or

+ certain disclosures of Directors’ remuneration specified by law are
not made or

+ we have not received all the information and explanations we require
for our audit

bl

Graham Neate
Senior Statutory Auditor
far and on behalf of KPMG Audit Ple Statutory Auditor

Chartered Accountants
(One Snowhill

Snow Hil Queensway
Birmmingham

B4 6GH

11 January 2012
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Financial

Consolidated Statement

Statements
of Comprehensive Income
for the year ended 30 September 2011
2010
2011 38 restated™
Non- Nor-
Underlying  underlying® Total  Underlyng underlying® Total

Note £000 E00D £000 EQQQ £000 EQOD
Revenue 3 109,150 ~ 109,150 89697 - 89697
Cost of sales {66,487} - {66,487) (52 321} - {52,321)
Gross profit 42,663 - 42,663 37376 - 37376
Adrmimistrative expenses (22,312} {8,105} {30,417) (17 704) {3936) (21640)
Operating profit 20,351 (8,105} 12,246 19672 (3936) 15736
EBITDA® 23,209 (4,521) 18,688 22438 {3049 19389
Depreciation 12 {2,680) - (2,680Q) (2496} - {2496}
Amortisation of intangible assets 13 - {3.584) (3.584) - 887 (887)
Share-based payments charge {178) - (178) 270 - {270)
Operating profit 20,351 {8,105} 12,246 19672 (3 536) 15736
Financial Income 8 32 - 32 23 - 23
Financial expenses 58 (4,512) (350) (4,862) (3293) (4903) {8196}
Profit before tax 15,871 (8,455) 7416 16402 {8839 7563
Taxatton 59 {3.274) 1,670 (1,604) (3121 2079 {1042)
Comprehensive income for the year attributable
to equity shareholders of the parent 12,597 {6,785) 5,812 13281 6760} 6521
Earnings per share
Basic 10 11.72p 1363p
Diluted 10 1170p 13 53p

) Non undertying iterms compnse amortisation of ntangibles acquisition expenses bargain purchase credits fair value adjustments on pror yéar acquisiions gains oF
losses on disposal of plant and equipment changes in value and additional finance payments in respect of dervative financial nstrurments post acquisition integration
and reorganisation costs minimum future lease uplifts and provision for onerous leases See note 5

1) EBITDA 1s operating prof stated before depreciation amortisaiion of intangible assets and share-based payments charge

) See rote 4
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Independent Auditor’'s Report to the
Members of Carelech Holdings PLC

We have audited the financial statements of CareTech Holdings PLC for
the year ended 30 September 2011 which compnise the consolidated
statement of comprehensive mcome consoldated and Parent Company
statement of changes in equity consolidated and Parent Company
balance sheet consoldated and Parent Company cash flow statement
and related notes The financial reporting framework that has been
applied in their preparation 1s applicable law and International Financial
Reporting Standards (IFRSs} as adopted by the EU and, as regards the
Parent Company financial staternents as applied in accordance with the
provisions of the Companies Act 2006

This report 1s made solely to the Company s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 Qur
audit work has beert undertaken so that we rmight 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 assurme 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 optnions we have formed

Respective responsibilities of Directors and auditor

As explained more fully in the Directors Responsibiities Staterment set
out on page 28 the Directors are responsible for the preparation of

the financial statements and for being satisfied that they give a true and
fair wew Our responsibility 1s to audit, and express an opinion 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 financia! statements
A descnption of the scope of an audit of financial statements i1s prowded
on the APB s website at www frc org uk/apb/scope/prvate cfrm

Oplnion on financial statements
In our opinion

+ the financial statements give a true and fair view of the state of the
Group s and of the Parent Company s affarrs as at 30 September 2011
and of the Group s profit for the year then ended,

« the Group financial statements have been property prepared in
accordance with IFRSs as adopted by the EU

« the Parent Company financial statements have been properly
prepared in accordance with IFRSs as adopted by the EU and as
applied in accordance with the prowvisions of the Comparies Act
2006, and

+ the financial staterments have been prepared in accordance with the
requirements of the Cornparues Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given i the Directors Report for the
financial year for which the financial statemerits are prepared I1s consistent
with the financial staternents

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

« adequate accounting records have not been kept by the Parent
Company or returns adequate for our audit have not been receved
from branches not visited by us or

+ the Parent Comipany financial statemenits are not in agreement with
the accounting recerds and returns or

»  certan disclosures of Directors remuneration specified by law are
not made or

* we have not received all the information and explanations we require
for our audit

Graham Neale

Senior Statutory Auditor
for and on behalf of KPMG Audit Pic Statutory Auditor

Charterad Accountants
Cne Snowhill

Snow Hill Queensway
Birmingham

B4 6GH

1 January 2012
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Financial

Consolidated Statement

Statements
of Comprehensive Income
for the year ended 30 September 2011
2010
2011 2s restated™
Non- MNon-
Underlying  underlying® Total Undertying underlying® Total™

Note £000 E£000 EQDO £000 £000 £000
Revenue _ - 3 109,150 - 109150 B9607 - 89697
Cost of sales {66,487) - (66487)  (52321) - {52 321
Gross profit 42,663 - 42,663 37376 - 37376
Administrative expenses (22,312} {8,105} (30,417) {17704) (3 936) {21 640)
Operating profit 20,351 {8.105} 12,246 19672 (3936) 15736
gmoA® . . 25209 _ (4521 18688 22438  (3045) 19389
Depreciaton _ 12 2,680) (2496) - {24%0)
Amorusaton of intangiole assets . 13 = (3584)_ (3584 - (887) (887}
Share-based payments charge {178} - {178} {270) - (270)
Operating proft 20,351 (8.105) 12,246 19672 (3936) 15736
Financial Income - 32 - 32 23 - 23
Financial expenses 58 {4,512) {350) {4,862) {3 293) {4903) {8 196)
Profit before tax 15,871 {8.455) 7416 16402 {8 839) 7563
Taxation 59 {3,274} 1,670 (1,604} (3121) 2079 {1042}
Comprehensive income for the year attnbutable
to equity shareholders of the parent 12,597 (6,785) 5,812 13,281 (6760) 6521
Earmingspershare .. —_— e e . e e
Basc o 10 T T 136%
Diluted 1o 1170p 13550

() Non underlying items compnse amortisation of intangibles acquisiton expenses bargain purchase credits farr value adjustments on pnor year acquisitions gains or
losses on disposal of plant and equipment, changes in velue and addibonal finance payments in respect of denvatve hnancial instrurents post acquisiicn integration
and reorganisation costs minimurm future lease uplfts and prowvision for onercus leases See note 5

{10 EBITDA Is operating proft stated before deprectaton amortisation of ntangible assets and share-based payments charge

() Seencted
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Consolidated Statement of Changes in Equity

for the year ended 30 September 2011

Share Share Merger Retained Total
capital premium reserve eamings equity
£000 EDOO £0GO £000 £000
At 1 October 2008 225 38832 503 3300 47414
Total comprehensive income T _ L _ L
Profit for theyear - = 6521 6521
Transactions with ownersrecorded directlyinequty . o e
issue of ordinary shares 23 14663 3461 - 18 147
Equity settled share-based paymentscharge . | ___ 3 cee T e T - ...Lgo 20
Dividends - - - {2 326) (2 326}
At 30 September 2010 248 53515 84498 7765 70026
At 1 October 2010 248 53515 8498 7765 70026
Total comprehensive income — e T
Profit for the year T e T 5812 5812
Transactions with owners recorded directlynequity . I
Equity settled share-based payments charge _ - - - 178 178
Dvidends - - - {2 802) (2802
At 30 September 2011 248 53,515 8,498 10,953 73,214
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Einearants Consolidated Balance Sheet

at 30 September 2011

2010 2009
2011 £000 E00Q
Note £000 as restated? s restated
Non-currentassets . R
Property, plant and equipment ____ o 1277189504 184139 1606330
Qther intangible assets 13 36,483 26935 2619
Goodwill 13 30,059 26159 15954
256,046 237233 178,903
Curventassets - e - S
Inveriones o 315 152 144
Trade and otherrecevables e 15 10066 11282 10253
Cash and cash equivalents 16 13414 10008 4321
Tax recoverable = - 464
23,795 21442 15182
Total assets 279,841 258 675 194085
Current liabilitles = .
L’og“ns andborrowings R e 7 7460 5866 6125
Trade and other payables U R : - N 1 M) 1)
'?Ef_?[[?g.E‘Z‘Ei29_"!‘_‘_”_9?_05_99_’.‘.5_'9.‘9_[‘?299_9‘?3'?}?1? ...................... S ___._Ww?i_-“. .. 8596 6582 6868
Deferred ncome o } - o . zgg 3252 4467
Corporate tax o 4,139 2967 -
Dernvative financial instruments 2,921 2877 2904
35,579 35228 29575
Non-current iabisties L } B B -
Loans and d borrowings — _ i 17 133,271 117389 91 585
Deferrgc_!v@nq conungent con5|derat|on payable e 23 = 600 -
Deferred tax labiliies 19 23,633 20905 12710
Denvative financial instruments ) o T . - 1. & YA 3271
Minimurmn future lease payments 12,553 11090 9530
Onerous lease provision 25 646 - -
171,048 153421 117,086
Total liabilities 206,627 188649 146671
Net assets 73,214 70026 47414
Equity L . L ~ L _
Sharecapttal . R A 248 248 225
Sharepremum T T 53515 53515 38652
Merger reserve . 8,498 8488 5037
Retained earnings 10,953 7765 3300
Total equity attnbutable to equity shareholders of the parent 73,214 70026 47414

M Seenoted

These financial staternents were approved by the Board of Directors on 11 January 2012 and were signed on its behalf by

-

W drad BN

f Sheik M G Hll

Chairman Group Finance Director

Company number 4457287
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Consolidated Cash Flow Statement

for the year ended 30 September 2011

2011
Note £000

2010
EOGOD
as restateg®

Cash flows from operating actvities

Profitbeforetax . T . . .. 7563
Adjustments for L e L L o
Financialincome - 32) (23)
Financial expenses L R _ 4862 819
Adjustments for mimmum future lease payment uplifts . - 1,463 1560
Gnerous lease e provision charge T o . 646 =
Depreciation - 2 2680 249
Amorysaton . o 13 3584 = B87
Share-based payments charge e : 178 270
Acquisiion transactioncosts . . .. .. - . 130 3562
Post acquisition integration _q[\d reorgansatoncosts _A T 1474 1099
_ﬁjéi{énq_gqup_l;ngnfltems written off e e _219 _______ 60
Profit on disposal of freehold property e e e aa4)  (350)
Farr value adjustment in respect of prior years acquIttons _______________________________________ e 230 596
Bargain purchase credit (821} {3828}
Operating cash flows before mavement in working capital e Y. 23085 22088
Decrease sg_gggg_g_an_q_o_thgr_[egezvables i ~ 871%9 1511
_D_g_crease mntrade and other PaYaDleS (1,559) (3777
increase in inventories (163) {8
Operating cash flows befote non underlyingtems .~~~ a 22222 19814
Non underlying tems pad 5 {3.990) (2 390)
Cash inflows from operating actnities ettt et et e eme et e S 18252 17424
Interest received L L o B o ) e 32 23
Tax (padi/recened (1.297) 234
Net cash from operating activities 16,967 17681
Cashflowsfrominvesungactwties e e e
Proceeds from sale of property plantand equipment ) T 1,007
Egg_gl_gmon of sub5|d|ane5 net of cash acqwred e 33 ¢ __2_§1____ _ _(_3_2__554)
Acquisiuion of property lantand equipment S (.7 (7,849)
Acqusiien of intangibleassets — e BOY
Acquisition of software 13 (342} (713)
Net cash used in investing activities (19,375) {41116)
Cash flows from financingacteeibies L . S
Proceeds from the issue of share capttal inet of costs) o 2 - ] 14647
Proceeds from new loan fnet of costs) - . - e 22289 24992
Interest pad e {4794) (3264
Cash outflow ansing from denvative financial mstruments e . 2797 (3025)
Repaymentofborrowngs - o (5000)  (1200)
Payment of finance lease labiliies_ L L e ,042)  (702)
Dividends paid 22 {2,802} (2 326)
Net cash from financing activities 5814 29122
Net increase in cash and cash equivalents - ) 3,406 5687
Cash and cash equivalents at start of year 10,008 4321
Cash and cash equivalents at 30 September 16 12,414 10008
Net debt in the balance sheet comprises
2011 15_28(1)8

Note £000  as restated®
Cashatbankandinhand e e 6 13414 10008
Bank loans o 17 (138,350}  (120934)
Finance lease and hire purchase contracts 17 {2,381} {2.321)
Net debt at 30 September (127,317) (113,247)
i Seencte4
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Financial
Statements

Notes

1 Background and basis of preparation

CareTech Hotdings PLC {the "Company’} s & company registered and
domiciled in England and Wales The consolidated financial statements
of the Company for the year ended 30 September 2011 comprise the
Company and its subsidiaries (together referred to as the Group)

The consolidated financiat statements are presented in GBP (£}, which
I1s the Company s functional currency rounded to the nearest thousand
The Parent Company financial statements present (nformation

about the Company as a separate entity and not about its Group

The consolidated financial statements were approved for release by
the Board of Directors on 11 January 2012

Going concern

The Group s business actvities together with the factors bkely to affect
ts future development performance and position are set out In the
Chairman s Staterment and Chief Executive s Statement and Operating
Review on pages 6 to 11 The hnancial positiion of the Group 1t cash
flows bquidity position and borrowing facilities are described i the
Financial Review on pages 14 to 16 In addition note 24 to the financral
statements includes the Group s objectives, policies and processes for
managing its capital, its financial nsk managerment objectives, details
of its financtal Instruments and hedging actvities and #s exposures to
credit nsk interest rate nisk and bguidty risk As highlighted in that note
the Group meets Its day-to-day working capital requirements through
a mixture of bank faciliies which are sufficient, with cash flow from
profits, to fund present commitments

A new facility was agreed with the Group s bankers in Apnl 2010 and
expires i Aprit 2013 The current economic conditions create some
uncertainty over the level of funding available for the Group s services
and the Directors acknowledge the net current liabilties at each balance
sheet date Nevertheless, the Group s forecasts and projections taking
account of reasonably possible changes in trading performance, show
that the Group expects to be able to operate within the current levels of
its facilities

The Directors have a reasonable expectation that the Group has
adequate resources to continue In operational existence for the
foreseeable future Thus they continue to adopt the going concern
basis of accounting in preparnng the annual financial staterments

2 Accounting policies
(a) Applicable Accounting Standards
The Company 1s a company Incorporated in the UK

The Group financral statemenis have been prepared and approved by the
Directors In accordance with International Financial Reporting Standards
as adopted by the EU (‘Adopted IFRSs )

The accounung policies set out below have unless otherwise stated
been applied consistently to all periods presented in these Group
financial statements

The following adopted IFRS was available for earty application but
has not been applied by the Group in these financial statements

Effectve for penods
Endorsed beginning on or after
AS24  Related Party Disclosures {revised 2008) 1 January 2011

— Makes changes to the related party
disclosure requirements for govermment
related entites and the definiion

of a related party

The Directors anticipate that the above Standard will be adopted in the
Group s financial staterments for the period commencing 1 October 2011
and ihat its adoption will have no matenal impact on the financial
statements of the Group

For the year ended 30 September 2011 the following accounting
standards interpretations and amendments were adopted

« IFRIC 19 - Extinguishing financial labilities with equity Instruments

«  Amendment to IFRS 2 - Group cash-settled share-based payment
transactions

+« Amendment to IFRS 8 - Operating segments

«  Amendment to |AS 17 - Leases

« Amendment to IAS 32 - Classification of Rights Issues

In additon to the above, amendments to a number of standards under
the annual improvements project to IFRS which are mandatory for
the year ended 30 September 2011, have been adopted in the year

None of these have had a matertal impact on the Group s financial
staternents

(b} Measurement convention

The hrancial staterments are prepared on the histoncal cost basis except
that the following assets and liabilities are stated at their fair value
dernvative financial instruments

(c) Basis of consolidation

Subsidianes are entities controlled by the Group Control exists when the
Group has the power, directly or indwectly to govern the financial and
operating policies of an entity 0 s to obtain benefits from its activities
In assessing control potentral voting nghts that are currently exercisable
ar convertible are taken into account The financial statements of
subsidares are included in the consolidated financial staternents from
the date that control commences until the date that control ceases

{d) Property, plant and equipment
Property plant and equipment are stated at cost less accumulated
depreciation and impairment losses

Cost ncludes expenditure that 1s directly attributable to the acquisition
of the asset The cost of self-constructed assets Includes the cost

of matenals and direct labour any other costs directly attributable

to bringing the assets to a working condition for therr intended use
and capitalised borrowing costs Purchased sofiware that 1s integral

to the functionality of the related equipment s capitalised as part of
that equipment

The cost of replacing a component of an item of property plant and
equipment I1s recognised in the carrying amount of the item if it s
probable that the future economic benefits embodied within the
component will flow to the Group and 1ts cost can be measured reliably
The carrying amount of the replaced component is derecognised

The costs of the day-to-day senicing of property, plarnt and equipment
are recognised in the income statement as incurred

Where parts of an itern of property plant and equipment have different
useful ives they are accounted for as separate iterns of property, plant
and equipment
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2 Accounting policies {contiued}

Leases in which the Group assumes substantially all the nsks and rewards
of ownership of the leased asset are classified as finance leases Where
tand and buildings are held under leases the accounting treatment

of the land 15 congsidered separately from that of the bulldings Leased
assets acquired by way of finance lease are stated at an amount equal

to the lower of their fair value and the present vatue of the rminimum
lease payments at inception of the lease, less accumulated depreciation
and impairment losses Lease payments are accounted for as

described below

Depreciation i1s charged to the income staterment over the estmated
useful lves of each part of an temn of property plant and equipment
Land (which comprises approximately 50% of the fand and buldings
balance} 1s not depreciated The Directors reassess the residual value
estimates particularly in respect of properties on an annual basis
The estimated useful lives are as follows

« freehold buldings
« long leasehold property

2% straight-line
over the life of the lease
{to a maximum of 50 years)
« short leasehold property over the life of the lease
« fixtures fittings and equipment  15% straight lne or 25% reducing
balance dependent on date
of acquisition, and
«  motor vehicles 25% reducing balance
{e) Intangible assets and goodwill
All business combinations are accounted for by applying the purchase
method Goodwill represents the excess of the far value of the
consideration over the far value of the assets, babilities and contingent
liabilities acquired on acquisiion of subsidianes Identfiable ntangibles
are those which can be sold separately or which anse from legal nghts
regardless of whether those nghts are separable

Goodwill 15 stated at cost less any accumulated impairment losses
Goodwill s allocated to cash-generating units and 1s not amortised
but 1s tested annually for mparment

Negative goodwill (bargain purchase credit) ansing on an acquisition
15 recagnised i1 the Income statement

Other intangible assets that are acquired by the Group are stated at cost
less accumudated amortisation and imparrment losses

Amortisation 15 charged to the income statement on a straight-ine basis
over the estimated useful lives of intangible assets unless such bives are
indefinite Intangible assets with an indefinite useful lfe and goodwill are
systemaucally tested for imparment at each balance sheet date Other
intangible assets are amorhised from the date they are available for use
The estirnated useful ves are as follows

+ Customer relationships ~ 3-20 years and
«  Software and lcences Syears

{f} Inventones
Inventories are valued at the lower of cost and net realisable value
The cost of inventornies i1s based on a first-in fst-out cost basis

{g} Cash and cash equivalents

Cash and cash equivalents compnse cash balances and call deposits
Bank overdrafis that are repayable on demand and form an integral part
of the Group s cash management are included as a component Of cash
and cash equivalents for the purpose only of the statement of cash flows

{h) Dervative financial iInstruments and hedging

Dervative financial instruments

Denvative financial instruments are recogrused at far value, remeasured
at each reporting date The gain or loss on re-measurement to farr value
15 recognised immediately in finance iIncome or expense However
where denvatives are designated as a hedging mstrument ang qualify
for hedge accounting, recognition of any resultant gain or loss depends
on whether or not the hedges are assessed as effective

The fair value of interest rate swaps Is the esumated amount that the
Group would recewe or pay to terminate the swap at the balance
sheet date taking into account current interest rates and the current
creditworthiness of the swap counterparties

Cash flow hedges

Where a derivative financial instument 1s designated as a hedge of

the vanability in cash flows of a recognised asset or labillity or a highly
probable forecast iransaction, the effective part of any gain or loss on
the derivative financial instrurment is recogrused directly in the hedging
reserve Any neffective portion of the hedge 1s recognised immediately
In the income statement

For cash flow hedges the associsted cumulative gain or loss 1S removed
from equity and recognised in the iIncome statement in the same period
or penods dunng which the hedged forecast transaction affects profit
or loss

When a hedging instrument expires or 15 sold terminated or exercised or
the entity revokes designation of the hedge relationship but the hedged
forecast transaction is still expected to occur the cumulative gain or less
at that point remains In equity and 15 recogrised in accordance with the
above policy when the transaction occurs If the hedged transaction 15
no longer expected to take place the cumutative unrealised gan or loss
recogrised in equity 1S recognised In the iIncome statement immediately

{1} Impairment (excluding deferred tax assets)

The carrying amounts of the Group s assets are reviewed at each batance
sheet date to determine whether there 15 any indication of impairment

If any such indication exists the asset s recoverable amount 1s estimated

For goodwill, assets that have an indefinite useful lfe and intangible
assets that are not yet avallable for use the recoverable amount s
estimated at each balance sheet date

An imparment 10ss 15 recognised whenever the carrying amount of
an asset or its cash-generating unit exceeds its recoverable armount.
Impairment losses are recogriused in the iIncome staterment

Impairment losses recognised in respect of cash-generating units are
allocated first to reduce the carrying amount of any goodwill allocated to
cash-generatng units and then 1o reduce the carmying armount of the other
assets in the unit on a pro rata basis A cash-generating unit is the smallest
dentrable group of assets that generates cash inflows that are largely
ingependent of the cash inflows from other assets or groups of assets
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Financial
Statements

Notes

continued

2 Accounting polictes (continued)

Cateulation of recoverable amount

The recaverable amount of the Group s recewvables carned at amortised
cost Is calculated as the present value of estimated future cash flows
discounted at the onginal effective interest rate Recevables with a short
duration are not discounted

The recoverable amount of other assets 1s the greater of their fair value
less costs to sell and value in use In assessing value In use the estirmated
future cash flows are discounted to therr present value using a pre-tax
discount rate that reflects current market assessments of the time value
of money and the risks specific to the asset For an asset that does not
generate largely independent cash inflows the recoverable amount 1s
determined for the cash-generating unit to which the asset belongs

Reversals of impairment

An impairment loss In respect of a recevable carmed at ameruised cost is
reversed If the subsequent increase in recoverable amount can be related
objectively to an event occurmng after the impairment loss was recognised

Anmpairment lass in respect of goedwill 15 not reversed

In respect of other assets an imparrment loss 15 reversed when there 1s an
indication that the impairment loss may no longer exist or there has been
a change n the estmates used to determine the recoverable amount

An impairment loss Is reversed only to the extent that the asset s carrying
amount does not exceed the carrying amount that would have been
determined, net of depreciation or amortisation i no impairment loss
had been recognised

() Interest-beanng borrowings

Interest-bearng borrowings are recognised initially at farr value less
directly attnbutable transaction costs Subsequent to inal recognition
interest-bearing borrowings are stated at amaortised cost with any
difference between proceeds {net of transaction costs) and the
redemption value beng recogrused in the income staternent over

the penod of the borrowings on an effective interest basis

Borrowings are classiied as current habilities unless the Group has
an unconditional nght to defer settlement of the liability for at least
12 months after the reporting date

Interest on qualifying assets s capitalised in accordance with IAS 23
borrowing costs

(k) Employee henefits

Defined contribution plans

Obligations for contributions to defined contribution pension plans
are recognised as an expense In the consoldated statement of
comprehensive income as incurred

Short-term benefits

Short-term employee benefit obligations are measured on an
undiscounted basis and are expensed as the related service 1s provided

A provision 1s recognised for the amount expected to be paid under
short-term cash bonus or profit-shanng plans if the Group has a present
legal or constructive obligation to pay this amount as a result of past service
provided by the employee and the obligation can be estimated reliably

Share-based payment transactions

The grant date fair value of options granted to employees 1s recognised
as an employee expense with a coresponding increase 1n equity over
the perncd in which the employees become uncondiionally entitled to
the options The farr value of the options granted 15 measured using an
option valuation mode! taking nto account the terms and conditions
upon which the options were granted The amount recognised as an
expense Is adjusted to take into account an estimate of the number of
shares that are expected to vest as well as to reflect the actual number
of share options that vest, except where forfeiture 1s due only to share
prices not achieving the threshold for vesting

(1} Provisions

A prowision other than provisions for deferred taxation 18 recognised In
the balance sheet when the Group has a present legai or constructive
obligation as a result of a past event, and it 1s probabte that an outflow

of economic benefits will be required to settle the obligation If the effect
15 matenal, provisions are determined by discounting the expected, risk
adjusted future cash flows at a pre-tax risk-free rate

{m} Revenue

Revenue comprises the far value of fee Income recewvable for the year n
respect of the provision of care and fostering services and is recognised
In respect of the day s care that has been provided n the relevant penod
Fostering revenue is recognised on the basis of the daly placements
rmade with a full day s revenue recogmised for every night a placement 1s
with a foster carer Revenue invaiced in advance is included in deferred
income until service 1s provided

Revenue in respect of lcensing rnights is recognised on commencement
of contractual arrangements when fees in respect of these are fixed
non-cancellable and there are no further significant delivery obligations
for the Group

(n} Expenses

Finance lease payments

Minimumn lease payments are apportioned between the finance charge
and the reduction of the outstanding lability The finance charge is
allocated to each pencd dunng the lease term so as to produce a
constant penodic rate of interest on the remaining balance of the Liability

Non underlying rterns

Non underlying items are events or transactions which, in the apinion
of the Directors by virtue of size and incidence are disclosed separately
In order to improve a reader s understanding of the financial statements

Financing costs

Financing costs compnsing interest payable on bank loans and
overdrafts finance charges on finance leases the unwinding of the
discount on provisions and the costs incurred in connechion with the
arrangement of barrowings are recognised in the ncome staterment
using the effective interest rate method

Interest ncome and interest payable I1s recogrised in the income staterment
as it accrues using the effective interest method Interest ncome also
includes gains ansing on the change in farr value of hedging instruments
In the INcome staterment

Financing costs that are directly attributable to the acquisition or
construction of a qualifying asset are capitalised as part of the cost
of that asset

Financing costs also include losses ansing on the change in far value
of hedging instruments that are recognised In the Income statement
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2 Accounting policies {continued)

Pre-contract costs

Pre-contract costs include the costs attnbutable to a contract for the
peried from the date of securing the contract to the date at which
financial close is achieved The award of preferred bidder status 15
considered as the point at which it 1s probable that the contract has been
secured although contracts are iIndwidually reviewed in order (o apply
the most appropnate treatment Costs that relate dwectly to a contract
and which are incurred in this period are included as part of pre-contract
costs where they can be separately denthed and reliably measured
Such amounts are hield within other debtors untl such time as financial
close of the contract 1s achieved at which tme they are transferred to
assets In the course of construction

[0) Operating leasas

Payments made under operating leases are recognised in the income
statement on a straight-line basis over the term of the lease Lease
imeentives receved are recogrused in the income staterment on a
straight-line basis over the lease term

The Group accounts for sale and leaseback transactions according to the
nature of the lease arrangement which anses Transactions which give
nse to an operating lease inwhich substantially all the nsks and rewards
of ownership are transferred result in a profit or loss on disposal being
recognised mmediately calculated by reference to the sate pnice and the
previous carying value Profits or losses arising on transactions giving fise
to a finance lease where the Group retains substantially all the nisks and
rewards of ownership are deferred and amortised over the shorter of the
lease term and the life of the asset

{p} Taxation

Tax on the profit or loss for the year comprises current and deferred
tax Tax s recognised in the income statement except to the extent
that it relates to tems recognised directly in equity in which case itis
recognised in equity

Current tax 1s the expected tax payable on the taxable ncome for
the year wsing tax rates enacted or substantively enacted at the
balance sheet date and any adjustment to tax payable in respect
of previous years

Deferred tax 1s provided on temparary differences between the carrying
amounts of assets and liablties for financial reporting purposes and

the amounts used for taxation purposes The following temporary
differences are not provided for the initial recogniton of goodwill the
initial recogriion of assets or labiliues that affect neither accounting
nor taxable profit other than in a business combination and differences
relating to investments in subsidianes to the extent that they will probably
not reverse In the foreseeable future The amount of deferred tax
prowided 15 based on the expected mariner of realisation or setilement
of the carrying amount of assets and labilities using tax rates enacted
or substantvely enacted at the balance sheet date

A deferred tax asset 1s recognised only to the extent that it 1s probable
that future taxable profits will be avalable against which the asset can
be utiised The carmying amounts of deferred tax assets are reviewed
at each balance sheet date

(q) Underlying EBITDA and underlying earnings per share
Underlying EBITDA as defined on page 30 1s the key profit measure used
by the Board to assess the trading performance of the Group as a whole

A measure of undertying earrings and underying earmings per share has
been presented in order to present the earnings of the Group after non
underlying items which are not considered to impact an assessment of
the trading performance of the Group

{r) Business combmnations

Accounting for business combinations

From 1 October 2009 the Group has applied IFRS 3 Business
Combinations {2008) in accounting for business combinations
The change in accounting policy has been applied prospectively

Business combinations are accounted for using the acquisition rmethod
as at the acquisition date, which s the date on which controlis
transferred to the Group Controlis the power to govern the financial
and operating policies of an entity so as to obtain benefts from its
activities [n assessing control the Group takes into consideration
potential voting rights that currently are exercisable

Acquisitions on or after 1 October 2009
For acquisitions on or after 1 October 2009 the Group measures
goodwill at the acquisition date as

« the farr value of the consideration transferred, plus

« the recognised amount of any non-controlling interests in the
acquiree plus

« f the business combination s achieved in stages the fair value
of the existing equity interest In the acquiree less

« the net recognised amount {generally farr value) of the identifiable
assets acquired and liabibties assurned

When the excess 1s negative a bargain purchase gain 1s recognised
immediately In the income statement

The consideration transferred does not inctude amounts related to the
settlement of pre-existing relationships Such amounts are generally
recogrised in the Income statement

Costs related to the acquisition other than those associated with the
issue of debt or equity securnities that the Group (incurs in connection
with a business combination are expensed as incurred

Any contingent consideration payable 1s recognised at fair value at the
acquisition date If the contingent consideration 1s ¢lassified as equity 111
not remeasured and settlement 1s accounted for within equity Otherwise
subsequent changes to the farr value of the contingent consideration

are recognised In finance iIncome or expense In the INCome statement

When share-based payment awards (replacement awards) are required

10 be exchanged for awards held by the acquiree s employees {acquiree s
awards) and relate to past services then all or a portion of the amount

of the acquirer s replacement awards 1s iIncluded in measuring the
consideration transferred in the business combination This determination
15 based on the market-based value of the replacement awards compared
with the market-based value of the acquiree s awards and the extent

to which the replacemnent awards relate to past and/or future service
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Eintorants Notes

continued

2 Accounting policies (continued)

Acquisitions between 1 October 2006 and 1 October 2009

For acquisitons between 1 October 2006 and 1 October 2009 goodwill represents the excess of the cost of the acquisition over the Group s interest
in the recogrised amount {generally fair value) of the dentifiable assets babilities and contingent tiabilities of the acquiree When the excess was
negative a bargain purchase gainwas recogrised immediately In the income statement

Transaction costs, other than those assoclated with the 1ssue of debt or equity secunties that the Group Incurred (n connection with business
combinations were capitalised as part of the cost of the acquisiion

Acquisitions prior to 1 October 2006 {date of transition to IFRSs)
In respect of acquisitions prior to 1 Octaber 2006, goodwill represents the amount recognised under the Group s previous accounting framewaork,
UK GAAP

3 Segmental information

IFRS 8 requires operabing segments to be determined based on the Group s internal reporting to the Chief Operating Decision Maker {CODM?)

The CODM has been determined to be the Chief Executive Oificer as he 1s pnmanly responsible for the allocation of resources to segments and the
assessment of the performance of each of the segments

The CODM uses underlying EBITDA as rewewed at monthly Executive Committee meetings as the key measure of the segments results as 1t reflects
the segments underlying trading performance for the penod under evaluaton Underlying EBITDA 1s a consistent measure within the Growup

Inter-segment turnover between the operating segments s nct material

During the year the Directors undertook a comprehensive review and re-orgarisation of the Group s internal management structure following the
significant acquisition activity 1n the second half of the 2010 year end Internal management and financial reporting has been realigned to assess
financial perforrance using the Group s four operating segments focused on delivering high qualty services across a national platform through local
refatonships Our 4 segrnents are Adult Learming Bifficulties (ALD ) Young People Residential Services (YPR') Faster Care and Family Services (CFFST)
and Mental Health (MH } There has been no aggregation of the operating segments In arriving at these reportable segments

The segment results for the year ended 30 September 2011, on a restated basis for the year ended 30 September 2010 and the reconciliation of the
segment measures to the respective statutory items included in the consoldated financial information are as follows

Year ended 30 September 2011
Continuing operaticns

ALD YPR FFS MH Total
Client capacity o o o L4113 108 401 134 2,056
Revenue (FCOQ) o 715738 14158 13,045 6,209 109,150
EBITDA (EO0Q) 17,992 4,528 3,238 1911 27.669
Year ended 30 September 2010
Continuing operations

ALD YPR FFS MH Total
Client capacity _ o o i B o 1352 100 239 18 1809
Revenue (£000) ] 7235 8156 5905 3411 BIEG7
EBITDA (E000} 15892 2603 1550 977 25422
Reconcilation of EBITDA to profit before tax

201 2010
£000 £000

Undertying EBITDA before unallocated costs i o . . . .. _ _ 27669 25427
Unallocated costs {4,460) (2984) .
Underlyng EBITDA _ e e e 23209 22438 '
Depreciation e - (2.680) _-__.__@.‘E?.@i
Amortsavon o o o o (3.584) (887
Share based payments charge ——— _a78) 1279)
Non underlying items (4.521) (3 049)
Qperating profit 12,246 15736
Fnancal ncome T i o T 32 s
Financial expenses ) i (4,882 (8158)
Profit before tax 7416 7563

All operations of the Group are carried out in the UX, the Company s country of domicile All revenues therefore anse within the UK and all non-current
assets are likewnse located in the UK No single external customer amounts to 10% or more of the Group s revenues

No asset and lability information is presented above as thus iInformation 1s not allocated to operating segments in the regular reporting to the Group s
Chief Operating Decision Maker and are not measures used by the CODM to assess performance and to make resource allocation decisions
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4 Restatements
Comparatve information has been changed for the following

{)  Acquisition and developrment related staff costs of £1,.993 000 for the year ended 30 September 2010 have been reclassified such that they are
charged against administrative expenses before non underlying items n the Consolidated Statement of Comprehensive Income rather than within
non underlying items This has resulted in a change to the disclosed non-statutory EBITDA before non-underlying tems as set out below

Consequently the taxation charge hefore non-underlying itemns 1s aiso restated by £558 000

0 The carrying value of denvative financral instruments of £6 314 000 previously shown within non-current batilites as at 30 September 2010 has
been reclassified into estimated current and non-cuerent amounts of £2 877000 and £3.:437 000 respecuvely This anatysis between current and
non-current lablities 1s In accordance with the estimated discounted contractual cash flow maturities of these derivative financial instrurnents

There 15 no effect on profit cash flows or basic and diluted earmings per share from these adjustmernts

{} At 30 September 2010 the current lability balance for deferred and contingent consideration payable of £14 733 000 included £7500000 in
respect of a currently exercisable one-way option to acquire freehold praperty entered into by the Group at the same tme as a business
combination which was completed durng the year ended 30 Septerber 2010 A corresponding property asset had also been recognised
reflecting the cost of the property under the option Duning the current year the Directors have reconsidered the nature of the asset acquired as
part of the business combination Since the Group was under no obligation to proceed with the acquisition of the property they have concluded

that the asset acquired was In fact the optron to make that acquisiion, rather than the propenty itself The

fair value of the option at acquisition was

Enil As a consequence an adjustment has been made to reduce both deferred and contingent consideration and property plant and equipment
by £7 500000 in the balance sheet as at 30 September 2010 In addition this results in the reclassification of £417000 of finance charges into
Admirustrasive Expenses for the year ended 30 Septermber 2010 The disclosure of the acquisiions in the year ended 30 September 2010 has been

restated for this adjustment The option expired in December 2011 There 18 no effect on profit before tax
per share frorn these adjustments,

{v]
and straight-line charge basis) previously disclosed within Trade and other payables as current labilities h

cash flows or basic and diluted earmings

In the Consolidated Balance Sheet accruals relating to mimimum future lease payments (the difference between operating lease rentals on a cash

ave been reclassified in a separate line

item as non-current labilities as they will reverse In periods which are several years in the future There 15 no effect on profit cash flows or basic

and diluted earnings per share from these adjustments
(v} Inaccordance with IFRS3 revisions have been made dunng the measurement period to the fair values of

the identinable assets acquired and

the labilities assumed as a result of business combinations undertaken in the year ended 30 September 2010 As a result, additional corporation
tax labilities of £700 000 were recognised an adjustrnent to trade and other payables of 47000 was made and a corresponding reduction in

deferred consideration of £653 000 was recognised,

v In the Consolidated Balance Sheet, inventories amounting to £152 000 have been reclassified in a separate lne item within current assets and

{wn) The balance sheet as at 30 September 2009 has been restated for iterns (i} {iv) and (v}

The effect of the abave on the financial information 1s as follows

Year ended
30 September 2010
Previously
stated Adjustment Restated

Nate £000 £000 £000
Income statement i e
Adrministrative expenses m _ {(21223) (417) {21,640)
Financial expenses s (8613 417 {8196)
Proht before tax 7563 1563
TAMAUON o eeeeieienn o e e e {1042) - (1042)
Profit after tax 6,521 - 6521
Eamings pershare o - e e I .
Basic R o e __1363p - 1383p
Diluted 1355p - 1355p
Eamnings per share before non underlying items _
Basc L L. e e . __ 307/ B00p  Z77p
Diluted 3057p {2 58p) 2759
Balancesheet — .- S
Property plant and equipmen m) 191639 (75000 184135
Inventores e I | . S 152
Trade and other recevables ) 11434 {i52) Tuzee
Trade and other payables due within one year - .- R (\7) {24821 11137 (13684)
Denvative financial Instruments due within one year WS TReTAeein
Taxpayable = _ L e M 2267 _ {700) {2967
Deferred and contingent consideration due within one year {utv) (14735) 8153 6582
Minimum future lease payments SN, . - (1.090) _ _(11090)
Denvative financial instruments due after more than one year [{U)] (6,314} 2877 3437
Net assets 70026 - 70026
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Stoaonts Notes

continued

4 Restatements (continued)
Adjustments () and i) also resulted in a change to the non-statutory EBITDA before non undertying iterns for year ended 30 Septernber 2010 as follows

Year ended

30 Septernber 2010

£000

EBITDA before ncn underlying items as previously stated } 24 848
Acqusiion and cevelopmentrelated staffcosts® . . .. L e oo 1098

Reclassification of finance charges™ @17

EBITDA betfore non underlying items as restated 22438

5 Non underlying ttems
Non underlying items are those items of financal performance that, in the opirion of the Directors should be disclosed separately In order to improve
a reader s understanding of the underlying trading performance achieved by the Group Non underlying items comprise the following

2010
2011 £000
Note £000  Asrestated™
Acquisition expenses ) e 1310 3562
Post acquisition integration and reorganisation cost _ el — - W 1693 1159
Fair value adjustmentis In respect of prior year acquisitions 1) 230 596
Acquisition and developmentcosts o 33530
Bargain purchase credit (note 23) e e 82D (3828)
Adjustments for muinimum future lease payment uplift to IAS 1 . e 0 1,463 1560
Onerous lease provision (v} 646 -
Included nEBTOA o A4S 3049
Amortisation of intangible assets (note 13) 3,584 887
Included in administrative expenses 8,105 3936
Loan finance costs written off on refinancing (note 8bj o . . = ) - __._.leis
Revaluation movements relating to denvatve financial instruments e 12.447) 19
Charges relating to dervative financial instrurments (note 8b) [T 2,797 3089
Included in financial expenses 350 4903
Tax on non underlying items {note 9) - . e e
N X e i e e e ) (1,387} {2215
Deferredtax _ (vin) (283} 136
Included in taxation {1,670) {2 079}
Total non underlying items 6.785 6760

() The Group incurred a nurber of costs relating o the Integration of recent acquisitons and reorganisation of the internal operaung and management structure
This comprises £760 000 of costs associated wath restructunng the Adult Learning Difficulties Division E714 000 of costs associated with the integration of acquistions
and the associated restructunng of the finance and support funcuons and a charge of £219000 1n respect of items of plant and equipment wntten off In the year
Included in the cash flow staternent are acquisiton expenses of £2.702 000 {2010 £1,231.000} and post acquisition integration and reorganisation costs of £1.288 000
(2010 £1,159 000} which were paid in the year

{1} Inaccordance with IFRS 3 {as revised) adjustments to the far value of acquisiions completed in previous financial years are recognised in the Income statement
These adjustments relate to final completion account agreements with vendors

(W) Adjustments relate to non-cash additonal charges under 1AS 17 which incorporates recogrising the effect of rminimum future lease payment uplits on a
straight-Lne basis

(V) The present value of the future cash flows recevable from the operation of a leased asset has been assessed as being lower than the present value of the rental
payments to which the Group 1s committed Therefore the Group has prowided for E646 000 belng the present value of any onerous element of the remaining
lease ife

v} InApr 2010 the Group completed a new bantung faclity agreement. As such the unamortised etement of loan fee costs on the replaced debt was fully wiitten off

(v} Non undertying items relatng to denvative financial nstruments include the movements dunng the year in the farr value of the Group s interest rate swaps which are
not designated as hedging instruments and therefore do not quabfy for hedge accounting together with the quarterly cash settlements and accrual thereof

{wi} Represents the current tax on items ) () i) (rv) and (v} above

{vii} A deferred tax charge of £803 000 (2010 £148 000 cred:) anses in respect of a charge relaung to derwvative financial Instruments in (vi) above In additon & credit
of £775 000 (2010 £1 251 000) arises in respact of changes in future corporabion tax rates together with a credit from the effects of full provision for deferred tax
under IAS 12 amounting to 311,000 (2010 £1,535 000 charge)

(x) See note 4
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& Auditor's remuneration

2011 2010
E000 £000
Audit of these financial statemerts 55 55
Amounts recenvable by auditors and ther associates in respect of e o
Audit of financial statements of subsidiaries pursuant to legislation R j 0 208
Cthersemvicesrelatng totaxation _ i 78
Services relaing to corporate finarce fransactions entered Into or proposed to be entéred into by
or on hehalf of the Company or the Group . 3 - S
All other services 12 A
7 Staff numbers and costs
The average number of persons employed by the Group (including Directors) dunng the year analysed by category was as follows
Number of employees
2011 2010
Resdentalcarestaff . L . a_ . ... _. 3154 2639
Ml eNaNCE 17 __26
Management and admenistration 213 203
3,384 2868
The aggregate payroll costs of these persons were as follows
2011 2010
EODO E£000
Wages and salaries i 52749 43124
Share-based paymentscharge e e 178 270
Social secunty costs o j 3,891 3556
QOther pension costs 13 114
56,931 47064
8 Financial income and expenses
2011 2010
£000 £000
() Financlalincome o e e e e ee m e mmm w % mmm  mmmmemeen <an e sammmmmemen
Interest mcome on financial assets not at fair value through profit or loss - - T
On bank deposits 32 23
32 23
{b) Financial expenses .
Interest expense on financial lablves at amortised cost | . - e R o
On bank loans and overdrafts o 4,280 3093
Finance charges In respect of finance leases 232 200
Financial expenses before non underlying items 4,512 3293
Denvative financial Instruments {note 5). e . L L 350 3228
Loan finance costs written off on refinancing {note 5) ] B - 1615
4,862 8,196

In accordance with the revision to 1AS 23 borrowing costs at £580 000 {2010 £360 00C) have been capitalised in the year The capitalisation rate used

10 determine the amount of borrowing costs capitalised 1s 5%
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Etaraants Notes

continued

9 Taxation
{a) Recognised in the income staternent 2010
2011 EOOC
£000 As restated
Current tax expense . o
Currentyear L o _ 3,502 3657
Current tax on non undertying items s {note 5) {1,387) (2 215)
Total current tax 2,115 1442
Deferredtaxexpense . . . JU _ P
Current year . (539) 999
Effect of changes In future tax rate T, (/L) (1251}
Deferred tax on non underlyng items {note 5 803 (148)
Total deferred tax (511) {400)
Tetal tax in income statement 1,604 1042

(b} Reconciliation of effective tax rate

2011 2010

£000 £000

Proft before tax for the year 7416 7563
Tax using the UK corporatron tax rate of 27% (2010 28%) 2002 218
Nondeductble experses =~ — i 1364 482
Effectofchanges n futuretaxrate e MAT7®) 35D
Deferred tax adjustments in respect of prior years. o ~ - (538)
Otherdeferedtaxadustments ... .. e8] _(336)
Utilisation of tax losses - (307)
Total tax in ncome statement 1,604 1042

The 2011 Budget on 23 March 2011 announced that the UK corporation tax rate will reduce to 23% over a penod of 4 years frorm 2011 The first reduction
In the UK corporation tax rate from 28% to 27% {effective from 1 April 2011) was substantively enacted on 20 July 2010 and further reductions to
26% (effective from 1 Apnl 2011) and 25% (effective from 1 Apnil 2012) were substantvely enacted on 29 March 2011 and 5 July 2011 respectively

This will reduce the Group s future current tax charge accordingly The deferred tax lability at 30 September 2011 has been calculated based on
the rate of 25% substantively enacted at the balance sheet date

It has not yet been possible to quantify the full anticipated effect of the announced further 22 rate reduction although this will further reduce the
Group s future current tax charge and reduce the Groups deferred tax lability accordingly

10 Earmings per share

2011 2010

£000 E£00D

Profit attnbutable to ordinary shareholders 5,812 6521
Weighted number of shares v issue for basic earnings per share ; 49,586,656 47828,070

Effects of share apticns in 1ssue 106,227 307 8398

Weighted number of shares for diluted garnings per share 49,692,883 48136968

Diluted earnings per share s the basic earnings per share adjusted for the dilutive effect of the conversicn into fully paid shares of the weighted average
number of share options outstanding durng the penod

Earnings per share (pence per share}
Basic 1172p 1363p

Diluted 11.70p 1355p
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11 Underlying earmings per share

A measure of underlying earnings and undertying eamings per share has been presented in order to present the earnings of the Group after adjusting

for non undertying items which are not considered to impact the trading performance of the Group

2010
2011 £000
£000 as restated
Profit attributable to ordinary shareholders L 5,812 6521
Non underlying items (note 5) 6,785 6760
Underlying profit attributable to ordinary shareholders 12,597 13 281
Underlying eamnings per share (pence per share) o e et e e e mmam .
Basic e R 2540p 2777p
Diluted 25 35p 2759
12 Property, ptant and equipment Land and Ftures
buildings Motor httings and
as restated vehictes equipment Total
£000 E£000 £000 £000
Cost e e T ] .
At 1 October 2009 154,967 3427 8713 167107
Acguisitons through business combimations . 20285 99 _._B33 21217
Other acquisitions 1,924 866 2410 5200
Disposals {57 - {71) (128)
At 30 Septernber 2010 177119 4392 11885 193396
At 1 October 2010 719 4392 11885 193396
Acquisiions through business combinations 1781 6 165 1570
Transfers (note 13) e (1356) - - 1356)
Otheracguisiions e - o 4602 1057 3092 8751
Disposals (1103} (865) (12) (1980)
At 30 September 2011 181,013 4,640 15,128 200,781
Depreciation andwmparment e _ -
At1October 2009 1860 1238 3678 6777
Depreciation charge for the year e 604 341 1351 2496
Disposals (S) - 11 {16)
At 30 September 2010 2459 1780 5018 9,257
At1 October 2010 L _ 2459 1780 5018 9257
Depreciation charge fortheyear | s ¢ o m e 439 624 1617 2,680
Disposals 29 (636) (3) {660}
At 30 September 2011 2877 1768 6632 11 277
Netbookvalue s e
At1October2009 153107 2188 5035 160,330
At 30 September 2010 174660 2612 6,867 184139
At 30 September 2011 178,136 2,872 8,496 189.504
Included n the result for the year 1s a profit of E144 000 (2010 £350 000 profit) on the disposal of freehold property and a charge of £219000
{2010 £60000) relating to items of plant and equipment written off in the year
Land and buildings
The net book value of land and builldings 15 split as follows 010
2011 £000
E£G00 as restated
Freehold o 171,443 167814
Long leasehold improvements S - 4750
Short leasehold improvements 2049 2096
178,136 174 660

Secunty
All of the Group s freehold properties are pledged as secunity for bank borrowings
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Statements Notes

continued
13 Intangible assets
Software Customer
Goodwill  and lcences  relationships Total
EQOQ EQQQ £000 £000
Cost .
At 1 October 2009 T, = 1.~ 947 2306 19207
Acquisiions through business combinations 10205 - 23,932 34137
Other acquisitions - 713 558 1271
At 30 September 2010 26159 1660 26756 54615
At 1 October 2010 . 26159 1660 26796 24,615
Acquisitions through business combinations ) B _3900 - 134 15241
Transfers —— = 1356 1356
Other acquisitions - 342 93 435
At 30 September 2011 30,059 2,002 39,586 71647
Amortisation and impairment . o . ——
At 1 October 2009 e - 402 232 634
Amortisation for the year - 190 697 7 ey
At 30 September 2010 - 552 929 1521
At 1 Cctober 2010 e 992 %298 1521
Amorusation for the year - 498 3086 3584
At 30 September 2011 - 1.090 4,015 5,105
Netbookwalwe .. ,; e
At 1 Qctober 2009 15954 545 2074 18573
At 30 September 2010 26159 1068 25867 53094
At 20 September 2011 30,059 912 35,571 66,542
Amortisation
The armortisation charge 1s recogmised in the following ine items in the Income statement 011 010
£000 EQCO
Administrative expenses 3,584 887

Imparrment testing for cash-generating units containing goodwitl 2011
The Group tests goodwill for iImparrment on an annual basis by considening the recoverable amourt of individual cash-generating urits against
carrying value

Cash-generating units comprise operating segments This I1s the lowest level at which goodwill is monitored for impairment by management There are
no intangible assets with iIndefrite useful ves

For the purpose of imparment testing the recoverable amount of each cash-generating unit has been calculated with reference to value In use The key
assumptions for the penod over which management approved forecasts are based and beyond this for the value in use calculations overall, are those
regarding discount rates, growth and occupancy rates achievement of future revenues expected changes in direct costs during the penods and residual
values of freehold properties (which include an assumption for the growth of the House Prices Index of 2% per annum and that residual values will be

75% of the indexed market value) In arrmving at the values assigned to each key assumption management make reference to past expenence and extemnal
sources of Information regarding the future — for example changes in tax rates The assumpticns have been reviewed in lght of the current economic and
public spending ervronment The key features of these calculations are shown below

2011
Penod over which management approved forecasts are based ol o N 1year
Growth rate applied beyond approved forecast penod —_— N 0%
Pre-taxdiscountrate e e e e e e
Adult Learning Difficulties dmsion ’ 8%
Foster Care and Family Services dwision o e L 12%
Young People Residential Services division T T 8%
Mental Health dmisicn 10%

In prepanng value In use calculations for cash-generating units cash flow periods of between 10 and 20 years have been used in order to match the
penod of goodwill with the average penad of ume serice users are expected to remain in thesr relevant home The discount rates used in each vatue in
use calculation have been based upen dwisional specific nsk taking account of factors such as the nature of service user need cost profites and the
bamers to entry into each market segment as well as other macro-economic factors

The Directors believe that, even in the current economic and public spending environment and taking Into account the nature of the Group s operations,

any reasonably possible change in the key assumptions on which the recoverable amounts are based would not cause the cash-generating units
carrying amount to exceed the recoverable amount
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13 Intangible assets {continued)
The carrying value of goodwill is splt between the following cash-generating units

2011

£000

Adult Learning Difficultes dvision 17.857
Foster Care and Family Servcesdwsion e i e 6,983
Young Peoples Residential Services division —_—— . _ 4,079
Mental Health division 1140
30,059

During the year the Group elected to sell the freehold title to a number of properties used 1n the provision of care As part of the arrangerments for
senvice users continuing care the Group retained the contracts for the provision of care services As such the Group has accounted for the disposal
of freehold land and bulldings and a transfer of the fair value of the customer relationship associated with these contracts to intangible assets There is
no effect on comparative profit, cash flows basic and diluted earrungs per share or previous balance sheets

Impairment testing for cash-generating units containing goodwill 2010
The Group tests goodwill for impairment on an annual tasis by considenng the recoverable amount of indimdual cash-generating units against
carrying value

Cash-generating unis compnse collections of care homes Cash-generating units include those collections of care hormes acquired in separate
transactions on which goodwall has ansen This 1s the lowest level at which goedwill has ansen and is the lowest level at which gocdwill 1s monitered
for impairment by management There are no intangible assets with indefinite useful lives

For the purpose of impairment testing the recoverable amount of each cash-generating unit has been calculated with reference to value in use

The key assumptions for the penod over which management approved forecasts are based and beyond this for the value in use calculations overall
are those regarding discount rates growth and occupancy rates achievement of future revenues and expected changes in direct costs durnng the
periods In arrving at the values assigred to each key assumption management make reference to past expenence and externat sources of information
regarding the future ~ for example changes in indirect tax rates The assumptions have been reviewed in ight of the current econom:c and public
spending environment The key features of these calculations are shown below

2010
Peniod over which managerment approved forecasts are based - e e Lyear
Growth rate applied beyond approved forecast | penod . 0%
Pre-tax discount rate 8%

In preparing value in use calculations for cash-generating units cash flow penods of between 10 and 20 years have been used in order to match the
penod of goodwill with the average penod of tme service users are expected to remain in therr relevant home Aside from this the nisk profiles of

each of the cash-generating units are considered to be the same since the operations are all similar As such the key features set out above are applied
to each of the cash-generating units below

The Directors believe that even in the current economic and public spending environment and taking INto account the nature of the Groups
operations any reasonably possible change in the key assumptions on which the recoverable amounts are based would not cause the
cash-generating units carrying amount to exceed the recoverable amount

The carrying value of goodwill is split between the following cash-generating units

2010
£000
Acqusition of the oniginal CereTech Group ~ N N A . . 3660
Oelam acquisiion 2006 _— i T Ty
Lonsdale acquision 2006 e e e s 3052
Counticare acqusion 2007 v B 1074
One Step acquisiian 2007 - o o . . T o 3661
Beacon Care acquisition 2008 ________ T T 77 578
Valeoacquiswon 2008 . vt ——aa — 2,897
Uplands acquisition 2010 ] T 342
Prestwood acquisiion 2010 L . R 433
Fostering acquisitions 2010 L - I
Famiy Assessmentacqusiion 2000 e e 2177
St Michael s acquisihon 2010 N ] - [+
Roborough House acquiswion 2010 _ 832
Greenfields acquisinon 2010 2035
Frankp acquistion 2010 I e e e e e e - e 335
Branas Isaf acquisiion 2010 T T2
26159
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tatoraants Notes

continued

14 Group undertakings

The Group has the following investments in subsidianes included in the consolidated results for the year

QOwnership

Class of 2011 2010

Country of ncorporaton  shares held % %

CareTech Community Services Limited England and Wales Ordinary _ w00 100
CareTech Communty Services (No 2 Lrted ... . _EngandandWales ~ Ordmay_ 100 100°
Care Support Services Limited England and Wales  Ordinary 1000 1002
DelamCare Limited __ ._England and Wales Ordinary  __100*  100*
Sunnyside Care Hormes Limited o England and Wales __ Ordinary 100" 100
Lonsdale Midlamds Lirited .~ _ . ____!_E_le_an_t_:l_a_n_g_}*i_a_le_s; Orchnary 1000 1007
Dasybrook Limited _England and Wales _Ordinary 100* 100*
Carelech Estates Limited - o England and Wales — Ordinary 100 100

Community Support Project Limited i Enoland and Wales Qrdinary 100 100
One Step (Support) Limited e, T T Englandand Wales  Ordinary 100 100°
auntlcarteTLn:ljggd . N England and Wales __ Ordimary 100* 100
H2OLmted - e Gibraltar ~ Ordinary ~~ 100* 100*
Hazeldene Limited? - Gibraltar  Ordinary 100* 100¢
One SxOrelymted _ England g_nd_Wales Ordnary 100" 100°
Barleycare Limited N England and Wales QOrdinary_ 60 100°

Valeo Limited - o Englandand Wales  Ordinary 100 100
Carelech Estates (No_2) Limited i - ~ _ Englandand Wales _ Ordinary 100 7 oo
Carelech Estates (No 3 Limwted — v, Englandand Wales | Ordinary - 100 100

CareTech Estates (No 4) Limied e England and \ Wales _Ordpary 100 100
CareTech Estates (Mo 5) Umited T T T Englandand Wales  Ordinary 100 1007
Beacon Care Holdings Limited - England and Wales  Ordinary 100 100
Beacon Care Investrnents bimited o _ .. __ _EnglandandWales  Ordinary 200 100
Ashcroft House Limited B England and Wales Ordinary 100 100¢
Ashrnng House Limited T . . Englandand Wales  Ordinary 160 100°
Ashview House Limited T ™™ England and Wales  Ordinary 1005 100¢
BeaconCareimited T . EngandandWales _ Ordinary 100 " 100¢
Beech Care Limited o ) England and Wales Drd|_|1a£y_ 100 T 100
Bnght Care Limited T Engiand and Wales  Ordinary T100° | 100°
Emeraldpo:nt Limited _______Endland and Wales Ordinary 100 1005
Glenroyd House Limited T T U Endandand Wales — Ordimary 100 100¢
Kirkstall Lodge Limited L o England and Wales __ Ordinary ~ 100° 100°.
Leigham Lodge Limited _______Endland and Wales Ordinary 100- 100°
Palm Care Limited e i ] England and Wales  Ordinary 100 100
Vosse Court Limited England and Wales ~ Ordinary 100° 100¢
Wyatt House Lirnited L o B England and Wales __ Ordinary_ 100 100
Addmgton ‘House Limited England and Wales Qrdinary 1000 100
Magnola Court Limited e e ] England and Wales  Ordinary 1007 100¢
Victonia Lodge Limited Engiand and Wales — Ordinary 100° 1000
Hereson House Limited L N o England and Wales _ Ordinary 100 100¢
Huntsmans Lodge ‘Limited England and Wales Ordinary 100* 1002
White Clffs Lodge Limited e e i England and Wales Ordmary ~~ 100* 100°
fosedale Children s Services Limited England and Wales _ Ordinary 106 1000
Roborough House Limited - _England and Wales _ Ordinary  100* 100
Frankin Homes Limited England and Wales  Ordinary 100~ _ oo
Family Assessment Services (Brmingham) Limited emevmmnn emmememne s e England and Wales _ Qrdinary wo ] 100
Greenfields Care Group Lumited England and Wales  Ordinary 100 1002
Greenfields Adolescent Development Limted England and Wales __ Ordinary_ 1000 100"
St Michael s Support & Care Limited Engtand and Wales Ordinary 100* 100*
$t Michaels Support & Care Properties Limted . _____England and Wales _ Ordmnary loor 1000
Outlook Fostenng Services bimited England and Wales Ordinary 100¢ 1002
Prestwood Residential Homes Lirited. _England and Wales _ Ordimary ~ _ _ 100° _ 100+
Park Foster Care Liited England and Wales Ordmnary 100° 1007
Branas Isaf (Holdings) Lrmited . e o England and Wales _ Qrdinary 1000 000
Branas Isaf Personal Development Centre Limuted England and Wales  Ordinary 100" 1000
Branas Isaf (Bythnod & Hendre Liywd) Limited . EnglandsndWales  Ordinary 100" 100"
Branas Isaf (Dews Cyferod 6 Cysgod Cyfarfod) Limited England and Wales  Ordinary 100" _ loor
Branas Isaf (Liyn Coed} Limited e England and Wales  Ordinary oo~ 100"
Branas Isaf (Ashfield House) Umited Engiand and Wales  Ordinary 100° 1007
Branas Isaf (Education Centre) Limited ) ~ _ England and Wales Ordinary 100 1000
Masan Property Development Company Limited England and Wales ~ Ordimary 1009 1008
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14 Group undertakings {continued)

Ownership
Class of 2011 2010
Couniry of ncorporaion  shares held % %
Coveberry Limited England and Wales  Ordinary 100° 100°
Uplands (Fareham) Lumited - ___EnglandandWales  Ordinary 1000 100"
Carelech Foster Care Limited — B England and Wa!es Ordinary 100 -
Fosterng Support Groupbimwted ____England and Wales Ordinary 100 = -
Phoenix Therapy and Care Limited England and Wales Ordinary 100* -
Cameron Care Limited .. _Scoftland *ﬁ_Ordmarl___ o+ -
Selwyn Care Limited . England and Wales  Ordinary 100* -
Professional Integrated Care Services Limited e . England and ‘j_V:ales Ordinary 1000 -
TLC [Wales) Limited England and Wales Ordinary 100 -
Complete Care and Enablement Service Umited England and Wales Ordinary 100* -
1 Has a UK designated trading branch Hazeldene UK Limited
a A subsidiary of Carefech Community Serice Limited
b A subsidiary of Community Support Project Lirmited
¢ Asubsidiary of Beacon Care Holdings Lirnited
d A subsidiary of Beacon Care Investmerts Limited
e A subuidary of H20 Limited
f A subsidary of Greenfelds Care Group Lirmited
g Asubsidiary of Branas Isaf (Holdings} Lirnited
h A subsidiary of Branas Isaf Personal Developrnent Centre Lirnited
I Asubsidiary of Coveberry Limited
1 Asubsdiary of Qutiook Fostenryg Services Lirmited
%k Asubsdiary of CareTech Foster Care Lirmited
| Asubsdiary of Professional Integrated Care Services Limited
15 Trade and other receivables
2011 2010
EQDO ECOO
Trade recevables (note 24) . B oL - i i _ __5696 6929
Cither debtors and prepayments 4,370 4 353
10,066 11282
16 Cash and cash equivalents
2011 2010
E£000 £000
Cash and cash equivalents per batance sheet 13,414 10008
Cash and cash equivalents per cash flow staterment 13,414 10008

17 Other interest-bearing loans and borrowings

This note provides information about the contractual terms of the Group s interest-bearing loans and borrowings  For more information about the

Group s exposure to interest rate nsk see note 24

2011 2010
EQOO EQOC
Non-current Uabilttes o
Securedbankloans _ __ __ . L . e e e e, 131850 1150934
Finance lease labilities 1421 1455
133,271 117389
Current liablities e e ——— e e e e e e e e e et e e e
Current portion of secured bank icans. 6,500 5000
Current portion of finance lease liabilties 960 866
7,460 5866
Terms and debt repayment schedule
Nominal Book value Book value
interest Year of 2011 2010
Currency rate matunty E0DOD £000
Term loan E 175(2010 175 2013 79,776 84611
Revolving credit facilty term loan £ 225{2010 225 2013 58,574 36323
118,350 120934

t  Margin over LIBOR
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Statermnents

Notes

continued

17 Other interest-beanng loans and borrowings (continued)

At 30 September 2011 the Group has available bank faciities totaling £160m sufficient, with cash flow from profits to fund present commitments
Term facilities are used to fund capital expenditure and short-term flexibility 1s achieved by the utiisation of cash resources

The term loans are secured by way of a charge over certain assets of the Group

Finance lease Labtlties

Finance lease Labilties are payable as follows

Minlmum Minimum
lease lease
payments Interest Principal payments Interest Principal
2011 2011 2011 2010 2010 2010
EQOO £000 £000 £000 EQOD £000
tessthaniyear __ T 1109 " 145 _ 960 1055 165 866
Between 1land 5 years 1,588 167 1421 1685 230 1455
2,697 316 2,381 2720 399 2321
18 Trade and cther payables
pa¥ 2010
2011 £000
£000 as restated
Trade payables e . 2,386 321
Accrued expenses 9,305 10413
11,691 13 684
19 Deferred tax assets and lUabilities
Recogrused deferred tax assets and liabilities
Deferred tax assets and habilities are attributable to the following
2011 2010
Assets Liabbities Assets Liabrites
£000 EOOD EQOO £000
Property plant and equipment - 3014 - 4,692
Intangible assets o = 15455 - . 13712
Dervative financial instruments - {1,005) - {1878) -
Share-basedpayments - — A1) - 38D -
Rolled-over gains on property plant and equipment - 4,584 - "4760
Tax {assets)/labilites T L . (1,420} 25053 = {2259 23164
Net of tax labilives/(assels) (1,420) {2 259)
Net deferred tax labilties 23,633 20905
Movement in deferred tax during the year
Acquired
1 October Recogrised n in business 30 September
2010 ncome  combination 2011
£000 E£0CO £000 E£000
Property, plant and equipment o el . 4602 322 0 - 5.014
Intangible assets o o i3712  (1496) 3239 15,455
Roled-over gamns e e e e e - - 4760 _ (178) I 4,584
Denvative financial nstruments . 1878) 873 - {1,005}
Share-based payments (381) {34) - (415)
20905 {514 3,239 23,633
Movement in deferred tax during the previous year
Acquired
1 October Recogmised in n busmess 30 September
2009 Incorme  combination 2010
EQOO £000 £000 £000
Property plant and eguipment 3669 991 32 4692
Intangible assets i 6234 1083 | 8563 13712
Rolled-over gains 4936 (176) - 4760
Dervative financial instruments e 728 150) - (1.878)
Empioyee benefits _ {84) 84 - -
Share-based payments (317} &4 - (381
12710 {400) 8 595 20905
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20 Employee benefits
Defined contnbution plans
The Group operates a number of defined contnbution pension plans

The total expense relating to these plans in the current year was 113000 (2010 £114,000) of which End {2010 £ru) was outstanding at the year end

Share-based payments

The Company operates 3 share option schemes The CareTech Holdings 2005 Approved Share Option Scheme (The Approved Scheme ), the
CareTech Holdings 2005 Unapproved Share Option Scheme {The Unapproved Schemne ) and the CareTech Holdings 2005 Share-Save Scheme

{'the SAYE Scheme }

Options granted under the abave schemes together with those remaining at 30 September 2011 are as follows

Options Qptions Options
lapsedtc  exercised to remaning

QOptons 30 Sept 30 Sept 30Sept  Opton price
Date of grant Scheme granted 2011 2011 2011 [pence}
13 October 2005! Approved Scheme 627375 (299836) _ (221707) 105,832 169
7 November 2005 77 TSAYEScheme 186083 T WISIO) T UAZSIA - T TT36
2 August 2006! . __Approved Scheme 52427 __(43764) 13424) 5,239 292
2 August 2006 e _ __.Mrepprovedscheme = 8220 (8220 - _  _-—_ 292
17 January 2007 Approved Scheme 162 B85 (103 358) (23 236) 36,291 345
17 January 2007 _Unapproved Scheme 18263 (86860 {53783} 3,792 345
21 March 20072 _ Approved Scheme 6077 - T T earz 452
{Feoruary 2008 . 7T SAYEScheme 101397 T (7576) |~ - T 2382l 440
2 May 2008! Appraved Scheme 114070 {63479) (138) 50,453 410
2 May 2008 T o Unapproved Scheme 23843 (14 970) TTTTTeETs 410
4Apd2009° . ... .. \nespprovedScheme 92308 WGl - 46154 05
4Auqust2008 .. Ppproved Scheme 191121 (60070) - 131051 3325
4 August 2009 T T Unapproved Scheme 165050 (67983 = 97067 3335
12 August 2009 . SAYE Scheme 202069 (99461 {1183) 101,425 254
3August2000 Approved Scheme 283754  (48248) - e 235,506 305
3August2010 Unapproved Scheme 210653 (82 349) -~ 138304 305
3 August 20107 3 o __ Unapproved Scheme 92 308 46154y - 46,154 05
{SNovember2010 " " " """ “ApprovedScheme 8108 T - "7 T - 8108 370
15 Novermber 2010 Unapproved Scheme 18 243 - - 18,243 370

Scherne grant of opticns which have reached matunty

1
2 Grant of nominal cost options subject to the terms of the unapproved scheme amended rules which include specific peformance entena determining the level

and extent of exercisability These catena are set out below
Over the performance penod

(i)l share prce growth Is less than 50% then the option shall not vest and shall not be exercisable and the option shall lapse

() share price growth I1s equal to 50% then the option shall vest and become exercisable over 33% of the shares under option

(u) share pnce growth 1s equal to 75% then the opton shall vest and become exercisable over 50% of the shares under option

() share pnce growth 1s equal to 100% then the aption shall vest and become exercisable over 100X of the shares under option and

(v) share pnce growth falls between the above share prce targets then the extent to which the option will vest ard the number of shares under opton In respect
of which the: opton may be exercised will be determined on a straight-line basis between these points

Approved and Unapproved scheme options are exercisable at any time from the 3rd anniversary of the date of grant to the 10th anniversary other than
nominal cost options which may become exercisable at the earliest after a penod of 30 dealing days following the 3rd annversary of being granted
SAYE scheme options are normally exercisable within 6 months following the 3rd anmiversary of the date of grant

The CareTech Holdings 2005 Approved Share Option Scheme
The number and weighted average exercise price of share options is as follows

2011 2010

Weighted Weighted

Number average Number average

of share exercise price of share exercise pnce

options options |3

Outstanding at the beginning of year . 671,028 = 299 513606 293

Granted during year 8,108 370 283754 305
lapseddunngyear —_— - _....__Uoo329) (298 _ (60237)  (353)
Exercised dunng year (250} {1.69) (66095) {231

Qutstanding at end of year 578,557 300 671028 299
Qutstanding and exercisable at end of year 203,892 272 1724591 221

The options outstanding at 30 September 2011 were exercisable at pnces between 169p and 452p The weighted average remaining contraciual ife

of those options yet to vest1s 1 5 years
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Statemants Notes

continued

20 Employee benefits (continued)
Dunng the year ended 30 Septermber 2011, options were granted on 15 November 2010 The aggregate of the estmated fair values of the options
granted on this date 1s £6 649

The fair value of services recesved in return for share options granted are measured by reference to the farr value of share options granted
The estimate of the fair value of the services recewed is measured based on the Black-Scholes model The inputs into the Black-Scholes model
are as follows

2011 2010
Weighted average sharepnice o E210  £384
Weighted average exercise pnce . _ . e oot . E300 _£299
Expected volatty . 30% 30%
Expected Ufe nyears - e -
Risk free rate range 3%-5% 3%-5%
Dividend yield 11% 11%

Expected volatiity was determined by calculating the histoncal volatility of the Group s share price over the previous 2 years The expected life used in
the model has been adjusted based on management s best estmate for the effects of non-transferability exercise restnctions and behavioural
considerauons

The CareTech Holdings 2005 Unapproved Share Option Scheme
The number and weighted average exercise price of share options is as follows

2011 2010

Weighted Waeighted

Number average Number average

of share exercise price of share  exercise price

options E options E

Outstanding at the beginning of year ) 552,639 213 290612 @ 232
Granted dunngyear . .. . . - . 18243 370 = 302%61 212
Lapsed during year o (222,295) (185) {35149y {350)
Exercised during year - - (5785) {345)

Qutstanding at end of year 348,587 215 552 639 213

QOutstanding and exercisable at end of year 12,665 239 4904 345

The options outstanding at 30 Septernber 2011 were exercisable at prices between 0 5p and 410p The weighted average remaining contractual lfe
of those options yet to vest 1s 14 years

Durng the year ended 30 Septerrber 2011, options were granted on 15 Novernber 2010 The aggregate of the estmated fair values of the options
granted 1s £14 959

The farr value of services receved 1n return for share options granted are measured by reference to the farr value of share options granted With the
exception of the nomnal cost share options the estimate of the fair value of the services received 1s measured based on the Black-Scholes model
The (nputs inta the Black-Scholes model are as follows

2011 2010
Weighted average share price | __ f e~ - - - —_ - .. F210  £384
Weighted average exercise price e _ o T TE239 £213
Expected volatlity e e e L 0% 30%
Expected life inyears 3 3
Riskfreeraterange = __ — e - e - ) L. .. 3%-5% 3%-5%
Dmwdend yield 11% 112

Expected volatiity was determined by calculating the histoncal volatliy of the Group s share price over the previous 2 years The expected fe used
in the model has been adjusted, based on managernent s best estmate for the effects of non-transferability exercse restnictions and behavioural
considerations

The estimate of the fair value of the sennces recerved in relation to the granting of the nomunal cost share optrons 1s measured by reference to the
Monte Carlo simulation model
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20 Employee benefits [continued)
The CareTech Holdings 2005 Save As You Earn Scheme
The number and weighted average exercise price of share options Is as follows

2011 2010

Weighted Weighted

Number average Nurnber average

of share exercise pnce of share exercise pnce

options E ophons £

Outstanding at the beginning of year _ __ 186,277 284 252429 283
Granteddunngyear o e e e er e e T e e . D
Lapsed during year L (59,848} {2.74) {59 277) (295
Exercised dunng year {1,183} {2 54) (6875) (136)
Outstanding at end of year 125,246 289 186 277 284
Qutstanding and exercisable at end of year 23,821 440 - -

The options outstanding at 30 September 2011 were exercisable at prices between 136p and 440p The weighted average remaining contractual lfe

of those options yet to vest 15 09 years
During the year ended 30 September 2011 no options were granted

The fair value of services receved in return for share options granted are measured by reference to the fair value of share cptions granted

The estimate of the farr value of the services received s measured based on the Black-Scholes model The inputs into the Black-Scholes model

are a3 follows

2011 2010
Weghted averagesharepnce o e e £200 ESB4
ng}éhted average exerCise price £289 £284
Expected volatiiity - ﬁ; 30% . 30%
Expected Ufe Inyears o e e e U S
Risk free rate e e 3%-5% _ 3%-5%
Dwdend yield 11% 11%

Expected volatility was deterrmined by calculating the histoncal volatility of the Group s share price over the previous 2 years The expected bfe used
in the model has been adjusted based on management s best estimate for the effects of non-transferability exercise restrictions and behavioural

considerations

21 Share capital

2011 2010
EDDO E000D
Allotted, calledupandfullypald | i e e e S
49586905 (2010 45585472) ordinary shares of Q 5p each ) 248 248
53402 deferred shares of 0 5p each - -
248 248
The holders of ordinary shares are entitled to receve dvidends as declared from tme to time and are entitled to one vote per share at meetings
of the Company The deferred shares have no such rights
Movements In the number of issued shares were as follows
Issued in Issued
connection following At 30
At 1 October with  share option September
2011 2010 acquisibons exercises Placing 2011
Ordinary shares of 0 5p gach 49585472 - 1433 ~- 49,586,905
Deferred shares of 0 Sp each 53402 - - - 53,402
Issued in Issued
connection following At 30
At L October wath  share option September
2010 2009  acquisibons EXBICISES Placing 2010
Crdinary shares of 0 5p each 44856717 900000 78755 3750000 49585472
Deferred shares of 0 5p each 53402 - - - 53402
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tneaonts Notes

continued

21 Share capital (continued)

On 8 October 2009 the Company 1ssued 900000 ordinary shares of 0 5p each to the vendors of Beacon in satisfaction of consideraton due under

the terms of the 2008 Beacon acquisition agreements

On 15 March 2010 the Company raised E15m before expenses of £353 000 thwough the placing of 3,750 000 ordinary shares of 0 Sp each at 400p

per share

Reserves

Share prermium — During the year Enit (2010 £353,000) of transaction costs associated with the ssue of new shares has been charged to the share

premium account

Merger reserve — The merger reserve represents the premium ansing on the ordinary shares issued as consideration for the acquisition of shares in
another company The movement in the year ended 30 September 2010 anises in respect of shares 1ssued in the year as final consideration for the

acquisition at Beacon Care Holdings Limited and Beacon Care Investrnents 2008 net of costs of E3461125

22 Dwidends

The eggregate amount of dmdends compnses so11 2010
£000 £000

Final dvidends paid in respect of prior year but not recognised as liabilities in that year 1,815 1416

Intenm dividends paid in respect of the current year 987 910

Aggregate amount of dividends paid in the financial year 2,802 2326

The aggregate amaunt of dividends proposed and not recognised as liabilities as at the year end 1s 400p per share £1983476 {2010 3 66p per share

£1814828)

23 Acquisitions
(a) Acquisitions 2011

Each of the six acquisitions in the year have been accounted for as a business combinations under IFRS 3 (revised) In view of the overall volume
of acguisitions In the financial year and the similanty of each in the Directors judgement it 1s appropriate to present the acquisitions information

" aggregate

The following provisional fair value table summanses the vanous acquisiions made duning the financial year pending inalisation of completion accounts

Farr value

Book values  Adustment Fair vatue

EQ0D £000 EQDO

Imangible fixed assets (no@ 13) . | i eeecemeeoe oo e e e e s34 11341
Property plant and equipment {note 12) 409 1561 1970
Trade and other recevables o L . o 1484 8220 962
Cash L L B o 269 - 269
Tradeand otherpayables e a e e e e on _ T 97)
COrpOrat O X e 1369) - (369}
Accruals and other creditors ) o . o __ __io78) 0 (3500 __(928)
Deferred tax (B) (3 231) {3239)
9909

Satisfied by — o

Ceshpad | U e e . 10898
Deferred consideration o 1590
Contingentconsideration il aw e e o e ee meeemen e o SO e 200
"""Gam on bargain purchase {note 5) B21
13809

Goodwill recognised on acquisiion 2900

The book values of the assets and liabilities were exiracted from the underlying accouniing records of the acquired entities on the date of acquisiton
The book value of trade and other recevables represents the gross contractual amounts receivable and the farr value adjustment has been made to
reflect the best estimate of the armounts not expected to be collected The far value adjustments made to intangible assets property plant and
equipment trade and other recevables and trade and other payables are to reflect their value on a going concern market value basis The far value
adjustment to deferred tax anses due to the requirement to recognise deferred tax and goodwill on the fair value uplifts to intangible assets and
property plant and equipment These acquisiions contnbuted revenue of E6 968 000 and underlying EBITDA of £1,368 000 to the Group s resuit for

the year ended 30 September 2011

Goodwaill which 1s not expected to be tax deductible anses due to the requirement to recogruse deferred tax in respect of the farr value adjustments
to intangible assets and property plant and equipment, together with synergies expecied to anse from combining operations, workforce in place and

other intangible assets which do not qualify for separate recognition
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23 Acquisitions (continued)
The gain on bargain purchase s recognised within admiristrative expenses in the consolidated statement of comprehensive income It represents the
excess of assets and habilites acquired {at fair value) compared to the far value of consideration

Each of the acquisitions was undertaken to enhance the Group s position in the industry In each case control was obtained through the acquisition
of the entire 1ssued share capital

The following table summarises the acquisitions in the year

% of equity
Name Date of acquisiion acquired
Carelech Foster Care Limited together with Fostenng Support GroupLirmited 13 Decernber 2010 100
Phoenix Therapyand Care Limited e e 13 December 2010 __ oo
Cameron Care Limited . . _ o 21 February 2011 100
Selwyn CarelLirwted o 4 March 2011 100
Professional Integrated Care Services Limited together with TLC {Wales) Limited 27 May 2011 100
Cemplete Care and Enablement Service Limited 13 July 2011 100

{b) Acquisitions 2010

Each of the 10 acguisitions tn the previous financiat year has been accounted for as a business combination under IFRS 3 {rewised) In view of the
overall volume of acquisions in the financial year and the similanty of each in the Directors judgement it is appropriate to present the acquisitions
information in aggregate

The following fair value table summarises the vanous acguisitons made dunng the previous iinancial year

Fair value

Book values adjustment Far value

E£Q0D £000 £000
Intangible assets (note 13) L . - 23932 23932
Property plantand equipment (note 120 . e e, o 12208 6009 21217
Trade and other recenvables ) .3200 (225) 2975
Cash - e e e e A0 - 4350
Trade and other payables e (249) - (249)
Corporationtax e . . T {L757) = (1757)
Accruals and other creditors ) ~ (3270 {944) (4214)
Deferred tax (39 {8 556} {8 595)
37659
Sashedby oo o . o
Cashpad e e 36904
_Deferred consderaton e S - - - - 1134
Contingent consideration o e . . ___.5B%8

Gain on bargain purchase (note 5) 3828

47 864

Goodwill recognised on acquisiion 10205

The book values of the assets and liabiliies were extracted from the underlying accounting records of the acquired entities on the date of acquisition
The book value of trade and other recevables represents the gross contractual amounts receivabte and the far value adjustment has been made

to reflect the best estimate of the armounts not expected to be collected The fair value adjustments made to intangible assets property plant and
equipment trade and other recevables and trade and other payables are to reflect their vatue on a going concern market value basis The farr value
adjustment to deferred tax anses due to the requirement to recogrise deferred tax and goodwill on the farr value uphfts to intangible assets and
property plant and equipment These acquisiions contnbuted revenue of £6,089 000 and underlying EBITDA of £1,869 000 to the Group s resuilt

for the year ended 30 September 2010

Goodwill which is not expected to be tax deductible anses due to the requirement to recogrise deferred tax in respect of the fair value adjustrments
to ntangible assets and property plant and equipment, together with synergies expected to anse from combining operations, workforce in place and
other intangible assets which do not qualify for separate recogniton

The gain on bargain purchase 1s recogrised within adrmunistrative expenses in the consolidated statement of comprehensive Income It represents
the excess of assets and labilities acquired (at far value) compared to the far value of consideration

Each of the acquisiions was undertaken to enhance the Group s position in the industry In each case control was obtained through the acquisition
of the entire 1ssued share capital
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Statements Notes

continued

23 Acquisitions {continued}
The following surmmarnses the acquisitions in the year

% of equity
Name Date of acquisition acquired
Roborough House Limited 8 December 2009 100
Frankln Homes tited e 6 Apnl 2010 100
Farruly Assessment Services (Birmingham) Lirmited 20 April 2010 100
Greenfields Care Group Liited el 28May2010 100
St Michael s Support & Care Limited 9 June 2010 100
Outtook Fostenng Services imited 11 June 2010 100
Prestwood Residential Homes Limited 20 July 2010 100
Park Foster Care Limited B e e e _ 12 August2010 100
Branas Isaf (Holdings) Lirmited R 18August2010 100
Coveberry Limited 23 September 2010 100
{c} Reconciliation to Group Cash Flow
2011 2010
£000 EQ0D
Cash consideration pad on acquistions mtheyear L . Alo.38 36904
Cash consideration paid on previous year s acquistions 2,996 -
Net cash acquired (269) {4 350)
13,625 32 554
Deferred and contingent consideration payable
2010
2011 E000
£000 restated
Deferred consideration — e e e e e e e o
Due within one year 4,645 584
Duemnmorethanoneyear | o e e e o e e e = e 200
Conungent consideration
Duewithinoneyear e el A1 5998
Due in more than one year - i -
6,596 7182

Contingent consideration 1§ payable dependent upon various factors which are to be determined in future financial periods  Post acquisition earmings
form the basis for determining the amourt of payments The range of outcomes is estimated to be between £niland £2715 000

{d) Proforma results
The result for the combined entity for the year as though the acquisition date for all business combinations had been the beginning of the year
15 as follows

2011 2010

£000 EO00O
Revenue . 115,453 11302
Operating profit 21,433 20039

24 Financial Instruments
The use of financial INstruments 1s managed under policies and procedures approved by the Board These are designed to reduce the financial
risks faced by the Group which primarly relate to credit interest and iquidity risks which anse in the normal course of the Group s business

Credit nsk
Financial instruments which potentially expose the Group to credit risk consist primarnily of cash eguvalents and trade recevables Cash equivalents
are deposited only with majer financial institutions that satisfy certan credit cntena

Management has a credit policy In place and exposure to credit nisk 1s monitored on an ongong basis Credit evaluations are carned out on all
signficant prospective customers and all existing customers requinng credit beyond a certain threshold Varying approval levels are set on the
extension of credit depending upon the value of the sale

Where credit nisk 1s deemed to have risen to an unacceptable level remedial actions including the vanation of terms of trade are mplemented under
the guidance of senicr management until the level of credit nsk has been normalised

The Group provides credit to customers in the nermal course of business with a prowision for specific doubtful recewvables The balance includes
the amounts considered recoverable which also equals therr farr value The Group does not require collateral in respect of financial assets Dunng
the year there was a charge to the ncome staternent for bad or doubtful debts of £150 000 (2010 En)

At the balance sheet date there were no sigrificant concentrations of credsit nsic The maximum exposure to credit nsk 1s represented by the

carrying amount of each financial asset Based on past expenence the Group beleves that no impairment allowance 15 necessary in respect of
trade recevables not past due
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24 Financial instruments (continued)
The trade recevables as at 30 September are aged as follows

201t 2010
EQ00 £Q00
Not due 4,947 5482
Not more than 3 months past dug — —s I . 1447
More than 3 months but not more than & months past “due - -
Maore than 6 months past due — -
Trade recevables (note 15) 5,696 6929
‘The movement In provisions for imparrment of trade recervables are as follows £000
At 1 October 2009 1700
Anising on acquIstions e e ) 200
Utilised in year {1,033}
AtlOctober 2010 Ll B67
Arising on acquUISIIoNs. - . . 200
Ulsedinyear )
Charged to the consolidated staternent of comprehensive ncome 150
At 30 September 2011 807
Interest rate nsk

The Group finances its operations through called up share capital, retained profits bank borrowings, and the sale of assets if appropriate The Groups
income 1$ by 1ts nature relatively stable and its growth 1s inter alia, impacted by inflaton Group policy 15 to balance interest rate fixes between the short,
medium and tong term The benchmark rate for bank borrowings 1s LIBOR As at 30 September the Group camed 5 hedging instruments details of

which are as follows

« a4 year floabng swap of £35 millon with a 2 year counterparty discretionary extendable penod and reducing in pre-determined intervals

commencing 19 October 2006 at LIBOR with a cap rate of 575% and a floor rate of 478%

+ aSyear floating rate swap of £20 millon commencing on 28 Septernber 2007 at LIBOR with a cap rate of 640% and a floor rate of 530%
« a5 yearswap of £15 millon commencing 31 July 2008 at LIBOR fixed at 5 25% untl Decernber 2009 and nsing to 5 99% thereafter,
+ 3 3yearinterest rate cap of £22 millon effective from 1 July 2010, at LIBOR with a cap rate of 18% to 1 Apnil 2011 nsing to 2 75% thereafter

and including a fixed premium payable quarterly in arrears for the durstion of the contract

«  a3yearinterest rate cap of £22 millon effective from 1 July 2010 at LIBOR with a cap rate of 18% to 1 Apnl 2011 nsing to 2 75% thereafter

and including a fixed prermium payable quarterly in arrears for the duration of the contract, and

+  a3yearinterest rate cap of £11 milbon effective from 1 July 2010 at LIBOR with a cap rate of 18% to 1 Aprt 2011 nsing to 2 75% thereafter

and including a fixed premium payable quarterly tn arrears for the duration of the contract

tiquidity rsk

The Group prepares annual cash flow forecasts reflecting known commitments and anticipated projects Borrowing facilities are arranged as necessary
to Ainance requirerments The Group has available bank faciltes sufficient, with cash flow from profits to fund present commitments Term facilites are
utiised to fund capital expenditure and short-term flex:bility s achieved by the utibsation of cash resources in respect of financial labites the following

table indicates their contractual cash flow maturities

2011
Effective Contractual
mterest Carrying cash Syears
rate amount flows < lyear 1-Syears and over
% E£0Q0Q EQQOD E000 EQOOQ E£000
Trade and other payables L = [11,691) {11,691} (11,691) - -
Secured bankloans L ... 5% (38350) (149,552) (14,087) (135,465} -
Finance lease babilives _ 1% (2381) {2,697 (1,109} (L588) =
Deferred and contingent consideration e - 15596) (6.596)  (6,596) - -
Denvatve inancial instruments - (3.866) (3.866} (2,921) {945} -
(162,884) (174,402} (36,404)  (137,998) -
2010
Effective Contractual
interest Carrying cash 5 years
rate amount flows < iyear 1-5 years and over
% EQQOQ £000 £000 £000 ECOO
Trade and other payables - (13 684) {13 684) {13684) - -
Secured bank loans o L ___ 5% (120 934) (145 816) {11.632) (134 184) -
Finance lease labilities 1% (2 321) (2.720) 1035} {1685) -
Deferred and contingent consideraton___ - s (7182) 16582} (600 -
Dervatve financial nstruments - (6 314) (6 314 (2877 {3437} -

(150435) (175718)

(35810) (139906)
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Stneermonts Notes

continued

24 Financial instruments (continued}

Capital nsk management

The Group manages its capital to ensure that activities of the Group will be able to continue as a going concern whilst maximising returms for
shareholders through the optimisation of debt and equity

The Group s capital structure 15 as follows

2011 2010
E000 £000
Netgebt L e o 1Rruy 113247
Equity 73,214 70026

Qur policy had been to increase the total dvidend per year broadly in line with the movement in underlying diluted earmings per share but the Board
has taken the view that this policy should be reconsidered for 2011 The final dvidend will therefore increase to 4 00p per share demonstrating
a confident view of the Group s fundamentat strength

Foreign currency risk
The Group operates entirely In the UK and 1s not exposed to any fereign currency nsks

Sensitivity analysis
in managing interest rate risks the Group aims to reduce the impact of short-term fluctuations on the Group s earnings Over the longer term
howaver permanent changes in interest rates would have an impact on conschidated earnings

At 30 Septernber 2011 1t 1s estmated that a general increase of 1% in interest rates would impact inance expense and decrease the Group s profit
befare tax by approximately £484 G00 (2010 £309,000) Hedging instruments have been included in this calculation

Fair values
The fair values together with the carrying amounts shown in the balance sheet are as follows
Carrying Fawr Carrying Far
amount value amount value
2011 2011 2010 2010
£000 £000 £000 £000
Ltoansandrecewvables - 3 e
Cash atbank and 1n hand (note 16} o R s 13414 13414 10008 10,008
Traderecewvables (note 15) e ....5696 5696 6929 6929
Amortisedcost e
Trade payables (note 18) . o (2386}  (2386) {3274 _327)
Secured bankloansfnotel?) ) o {138,350} (138,350}  {120,934) (120 934)
France lease lablltes inote 170 . e e e e e e e e 12,380 2,381) 2321 320
Held at far value ; ~ o } N e
Denvative financial instruments (3.866} {3.866) {6 314) {6 314)

Where market values are not avallable fair values of financial assets and Labilities have been calculated by discounting expected future cash flows
at prevailling interest rates with the following assumptions being applied

« for trade and cther recewables and payables with a remairning life of less than 1 year the carrying ameunt 1s deemed to reflect the farr value

« for cash and cash equivalents the amounts reported on the balance sheet approximates to fair value,

» for secured bank loans at floating rates the carrying value 15 deermed to reflect the farr value as it represents the price of the instruments in the
rmarket place and

» for finance lease babiities all amounts are due within 5 years and are on terms similar to those estimated to be achievable in the market

Fair value hierarchy
The financial instruments carned at far value by valuation method are analysed as follows

« Level 1 - unadjusted quoted prices in active markets for iIdentical assets or habilites £3 866 030 {2010 £6 314 000)

+  Level 2 - inputs other than quoted prices included within level 1 that are observable {or the asset or liability either as a direct price or indirectly
derved from prices £Ni( {2010 Nil)

» Level 3 - inputs for the asset or kabibties that are not based on observable market data ENL {2010 Nil)
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25 Operating leases
Nen-cancellable operating lease rentals are payable as follows

2011 2010

Land and Land and
buldings Cther buildings Other
£000 EDOO £000 EQO0
Less than 1 year 6.882 184 5982 146
Between land 5 years e e 22,813 149 15,920 244
More than 5 years 159,460 1 157053 -
189,155 334 182555 350

I August 2004 the Group guaranteed the rental payments ansing on certain 35 year property teases following the sale and leaseback of 26 freehold

properties by CareTech Cormmunity Services Limited

In February 2002 Carefech Community Services Limited guaranteed the rental payments ansing on certain 35 year property leases following the sale

and leaseback of 4 freehold properties by that company

Dunng the year the following was recognised as an expense n the consolidated statement of comprehensive Income in respect of operating leases

2011 2010

Land and Land and
buildings Gther buildings Other
£000 £000 £QDQ £000
Charge for amounts currently payable . 6806 192 5289 29
Adjustment for murimum future lease payment uplifts {note S) 1,463 - 1560 -
Cnerous lease provisicn (note 5) 646 - - _
Total recognised in the consolidated statement of comprehensive income 8,915 192 6,849 99

Analysis of movement in enerous lease provision

E0OD
AtlOctober2010 o e e e ey
Recognised in the consolidated statement of comprehensive ncome (note 5) 646
At 30 September 2011 646

26 Related parties

During the year CareTech Community Services Limited paid rent totalling £106 991 {2010 £72 348} in respect of properties in which F Sheikh
and H Sheikh have an interest At the year end rent of Enil was outstanding

As part of his appontrment as a Director of the Group Michael Hill disposed of his 100% interest in a Cormpany in which there was a pre-existing
tranchise agreement with the Group

Transactions with key management personnel

2011 2010

£000 EQQO

Salary . . . . . . .. e e e.o_._LpB83 1136
Benefits o o 191 186
Bonus ) 204
Total short-term remuneration 2,353 1526
Fostemployrment benefus L L L 40 4
Share based payments - 16 —_w 56
fees 315 152
2.724 1775

Key management personnel are defined as Directors of the Company and members of the Executve Committee

Directors ermnoluments are set out on page 23

57
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Cromants Notes

continued

27 Accounting estimates and judgements
The preparation of financial statements In conformity wath IFRS requires management to make judgements estimates and assumptions which affect the
application of accountng policies and the reported amounts of assets babilities sncome and expenses Actual results may differ from these estimates

Estimates
Estimates and underlying assumptions are reviewed on an cngaing basis Revisions to accounting estimates are recognised in the penod in which
the estimates are revised and in any future periods affected

In the process of applying the Group s accounting policies the Directors have made the following estimates and judgements which have the most
significant effect on the amounts recognised in the financial statements

Goodwill

The Directors use therr judgement to determine the extent to which goodwill has a value which will benefit the performance of the Group over future
perods To assist in making this jJudgement the Directors undertake an assessment at least annually of the carrying value of the Group s capitalised
goodwill, using discounted cash flow forecasts to derive the “value in use” to the Group of the caprtalised goodwill In the assessment undertaken in 2011
value in use was denved from discounted 10 ta 20 year cash flow projections using a year-on-year growth rate of 0% and discount rates relevant to the
cost of capital adjusted for nisks associated with the cash-generating unit The projection penod s in the opinion of the Directors an approprate period
over which to view the future results of the Group s businesses for this purpose Changes to the assumptions of discount rates growth rates expected
changes to costs and seling prices used In making these forecasts could significantly alter the Directors assessment of the carrying value of goodwill

Customer relationshtps

The assessment of the future econormic benefits generated from acquired customer relationships, and the determination of the related amortisation
profile involves a significant degree of jJudgement based on management estimation of future potential revenue and profit and the useful ives of the
assets Annual reviews are performed to ensure the recoverability of this intangible asset

Property, plant and equipment

it 15 Group poticy to depreciate property, plant and equiprnent to therr estimated residual value over their estimated useful ives This applies an
appropriate matching of the revenue earned with the capital costs of delivery of services A key element of this policy 15 the annual estimate of the
residual value of such assets and in particular of freehold property Similarly the Directors estimate the useful Ufe appled to each category of property
plant and equipment which n turn, determines the annual deprecistion charge Vanations in residual values or asset lives could impact significantly
Group profit through an increase in the depreciation charge

Current asset provisions

In the course of normal trading activities judgement 1s used to establish the net realisable value of various elements of working capital, principally trade
recevables Provisions are estabished for bad and doubtful debts Prowvisions are based on the facts available at the time and are also determined by
using profles based upon past practice, applied to aged recevables

In estimating the collectability of trade recevables judgement is required assessing therr lkely realisabion including the current creditwortniness of
each customer and related ageing of past due balances Specific accounts arg assessed in situations where a customer may not be able to meet its
financial obligations due to detenioration of its financial condiien credit ratings or bankruptcy

Deferred taxation

The Group has recognised deferred tax assets in respect of temporary differences ansing This requires management to make decisions on the
recoverability of such deferred tax assets based on future forecasts of taxable profits If these forecast profits do not materialise or there are changes in
the tax rates or to the pertod over which the losses or tming difference might be recognised the value of the deferred tax asset will need to be revised
in a future pencd

Contingent consideration

The Directors use ther judgement to determine the extent to which contingent consideration will be payable To assist in making this judgement
the Directors use all availlable information when preparing these financial statements
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Company Statement of Changes in Equity

as at 30 September 2011

Share Share Merger Retaned Total

Capltal prermm reserve eamings equity

£000 EQ00 EQDO £000 E£Q00

At October 2009 o 225 38852 5037 5560 49674

Total comprehensve income L = - o —..___.2086 2086
Dmdends - - - (2326) _ _(2326)
Equity settled share-based paymentscharge = e T JR7O0 210

Share 1ssue proceeds 23 14 663 3461 - 18147

At 30 September 2010 248 53515 8498 5580 67851

At 1 October 2010 I L 248 53515 8498 5590 67851

Total comprehensive iIncome . 321 3211
Dwdends . ._.... e = Z e T Tl . 2802) (2802)

Equity setiled share-based payments charge - - - 173 173

At 30 September 2011 248 53,515 8,498 6,172 68,433
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Statements Company Balance Sheet

at 30 September 2011

2011 2010
Note E£000 EC0O
Non-current assets
Investments 30 35,119 34946
Current assets
Trade and other receivables 31 34,753 34410
Cash and cash eguivatents 105 477
34,858 34887
Total assets 69,977 62833
Current Liabilities
Trade and cther payables 32 261 332
Deferred conaderaton 1,283 1650
Total habilities 1,544 1982
Net assets 68,433 67851
Equity
Share capial 33 248 248
Share premium 53,515 53515
Merger reserve 8.498 8498
Retained earnings 6,172 5550
Total equity attrnbutable to equity shareholders of the parent 68,433 67851

These hnancial siatements were approved by the Board of Directors on 11 January 2012 and were signed on is benalf by

e

F Sheikh
Chairman

Company number 4457287
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Company Cash Flow Statement

for the year ended 30 September 2011

2011 2010
EQOD £000

Cash flows from operating activities, being operating cash flows before movement in worlang capital 3211 2086
Movementincreditors . e . L (71) 126
Movement In intercompany balance {343) {13 350)
Net cash from operating actwvities 2,797 (11,138}
Cash flows from investing actmties
Acquisition of subsichanes netof cash acqured i {367 893)
Cash flows from financing activities L L .
Dwvdendspaid o e e i e _(2802) 2320
Proceeds from the 1ssue of new shares (net of costs) - 14647
Net cash used In financing activities {2.802) 12 324
Net {decreasel/increase in cash and cash equivalents . (372) 290
Cash and cash equivalents at start of year 477 187
Cash and cash equivalents at 30 September 105 477
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Financial
Statements

Company Notes

28 Accounting policies

{a) Basis of preparation

The financial staternents of the Company have been prepared in
accordance with Adopted IFRS standards under the historical cost
accounting rules

Under section 408 of the Compantes Act 2006 the Company 15 exermpt
from the requirement to present its own cormprehensve statement
of Income

(b} Taxation

Tax on the profit or loss for the year compnses current and deferred
tax Tax is recogrised in the Income staternent except to the extent
that it relates to tems recognised directly in equity m which case itis
recognised in equity

Current tax is the expected tax payable on the taxable income for the
year using tax rates enacted or substantively enacted at the balance
sheet date and any adjustrment to tax payable in respect of previous
years

Deferred tax 1s provided on temporary differences between the carming
amounts of assets and Labilites for financiat reporting purposes and

the amounts used for taxation purposes The following temporary
differences are not provided for the initial recognition of goodwill the
initial recogruton of assets or labilites that affect neither accounting
nor taxable profit other than in a business comination and differences
relating to investrments in subsidianes to the extent that they will probably
not reverse in the foreseeable future The armount of deferred tax
provided 1s based on the expected manner of realisation or settlement
of the carrying amount of assets and liabilites using tax rates enacted
or substantively enacted at the balance sheet date

A deferred tax asset 1s recognised only to the extent that it 1s probable
that future taxable profits will be available against which the asset can
be utiised

(c} Revenue
Revenue represents management fees recewable in respect of the perniod
to which managerent services relate

{d) Share-based payments

The share eption programme allows employees to acquire shares of
the Company The farr value of options granted 15 recogrised as an
employee expense with a corresponding increase in equity The fair
value 1s measured at grant date and spread over the penod during which
the employees become unconditicnally erititled to the options The
far value of the options granted 1s measured using an option pricing
model taking into account the terms and conditions upon which

the options were granted The amount recogrised as an expense 15
adjusted to reflect the actual number of share options that vest except
where forfeiture 1s only due to share prices not achieving the threshold
for vesting

62

For cash settled share-based payment transactions the fair value of the
amourt payable to the employee 1s recognised as an expense with a
corresponding increase in liabdities The fair value s initially measured
at grant date and spread aver the penod dunng which the employees
become unconditicnally entitled to payment The fair value s measured
based on an option pncing model taking in to account the terms and
conditions upon which the instruments were granted The Liability

1s revalued at each balance sheet date and settlement date with any
changes to fair value being recognised In the income statement

Where the Company grants options over its own shares to the emplayees
of its subsidiaries it recognises an increase In the cost of investment in its
subsidianies equivatent to the equity settled share-based payment charge
recognised in its subsidiary s financial statements with the corresponding
credit being recogrused directly in equity

{e) Dividends on shares presented within shareholders’ funds
Dividends unpaid at the balance sheet date are only recogrised as a
Liabilty at that date to the extent that they are appropriately authonsed
and are no longer at the discretion of the Company Unpaid dividends
that do not meet these criteria are disclosed in the notes to the financial
statements

{f) Cash and liquid resources

Cash for the purpose of the cash flow statement compnses cash
in hand and deposits repayable on demand less overdrafis payable
on demand

Liquid resources are current asset investments which are disposable
without curtailing or disrupting the business and are either readily
convertible into known amounts of cash at or close to therr carrying
values or traded in an active market

(g) Investments
Investments in subsidiary undertakings are stated in the balance sheet
of the Company at cost less amounts written off
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29 Dnadends
The aggregate amount of dvdends compnses

2011 2010
£000 £000
Final dvidends paid in respect of prior year but not recognised as babilines n that year 1,815 1416
Intenm dmdends paid in respect of the current year 987 910
Aggregate amount of dividends paid in the financial year 2,802 2326

The aggregate amount of dvidends praposed and not recognised as labilties as at the year end 15 400p per share £1983476 (2010 3 66p per share
£1814 828)

20 Investments

Shares in group
undertakings
£000
Cost and net book value B o
Atbegnmingofyear Ll e en e ey e 58336
Share-based payments charge in respect of subsidiary undertakings 173
At end of year 35,119
31 Trade and other recevables
2011 2010
EQOO EQDO
Amounts owed by Group undertakings 34,753 34410
34,753 34410
32 Trade and other payzables
2011 2010
£000 E£0D0
Other creditors 261 332
261 332
33 Called up share capital
2011 2010
£000 £000

Allotted, called up and fully paid

49586905 (2010 49 585472} ordinary shares of 0 5p each ’ 248 248
53402 deferred shares of 0 5p each — -

The holders of the ordinary shares are entitled to receve dividends as declared from time to tme and are entitled to one vote per share at meetings of
the Company The deferred shares have no such nghts

Details in respect of the reserves are giveri in note 21 to the Group financial statements
34 Employee benefits

Defined contrnibution plans

The Company operates a number of defined contnbution pension plans

The total Company expense relating to these plans in the current year was £nil (2010 £nil}

Share-based payments
There was no expense for share-based paymenits relating to the Company in the year (2010 Emil)

The grants and related accounting treatment adopted by the Company 15 identical to that operated by the Group under IFRS 2 “share-based payments”
(see note 20)
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Statements Company Notes

continued

35 Directors’ remuneration
The analysis of Directors emoluments and share optons 1s included within the Remuneration Report on pages 22 and 23 This analysis forms part
of these financial staternents

36 Staff numbers and costs
The Cormpany has no employees (2010 none) other than the Directors Directors emoluments are paid by a subsidiary undertaking

37 Related parties
During the year the Company received dividends of £3 850000 (2010 £2 000,000) and fees of £70000 (2010 £70 000) from its subsidiary
undertakings The amount due to the Company from its subsidiary undertakings amounted to £34 753,000 (2010 £34,410,000)

I8 Financial Instruments
The use of financial instruments 15 managed under policies and procedures approved by the Board These are designed to reduce the financiat risks
faced by the Company which primanly relate to credit, and Ugwidity nsks which anise in the normal course of the Company s business

Credit nsk
financial Instruments which potentially expose the Group to credit risk consist primarly of trade recevables

Management has a credit policy 1n place and exposure to credit nsk 1s monitored on an ongoing basis

Where credit risk 1s deemed to have fisen to an unacceptable level, remedial actions including the vanation of terms of trade are implemented under
the guidance of senior management until the level of credit nsk has been normalised

The Company provides credit to subsidianes in the normal course of business The batance includes the amounts considered recoverable which also
equals to therr far value The Company has collateral in respect of the investments it holds in its subsidiary undertakings Dunng the year there was no
charge to the income staterment for bad or doubtful debts (2010 Enil)

At the balance sheet date there were no significant concentrations of credit nsk Thie maximum exposure to credit risk is represented by the carrying
amount of each financial asset Based on past expenence the Group believes that no iImpatrment allowance 1s necessary in respect of trade recevable
not past due

The trade recewables as at 30 September are inter-company balances as follows

2011 2010

£000 £000
Notdue = _ S e e o . .34753 34410
Notmorethan 3 monthspastdue e = e e e e
Morethan 3monthsbutnot mere than 6 monthspastdue - L L .. S T
More than 6 rmonths past due 2 -
Trade recevables (note 31) 34,753 34410

The fair values of these balances i1s equal to their carrying value
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