
THIS DOCUMENT AND THE ACCOMPANYING FORM OF PROXY ARE IMPORTANT AND REQUIRE YOUR IMMEDIATE
ATTENTION. If you are in any doubt as to the action you should take, you are recommended to seek your own financial
advice immediately from your stockbroker, bank manager, solicitor, accountant, fund manager or other appropriate
independent financial adviser, who is authorised under the Financial Services and Markets Act 2000, as amended
(“FSMA”), if you are resident in the United Kingdom, or, if not, from another appropriately authorised independent
financial adviser.

If you sell or transfer or have sold or transferred all of your Existing Shares, you should send this document (but not the

accompanying personalised Form of Proxy) as soon as possible to the purchaser or transferee or to the stockbroker, bank or

other agent through or to whom the sale or transfer was effected for onward transmission to the purchaser or transferee, except

that this document should not be forwarded or transmitted into any jurisdiction outside of the UK. If you sell or have sold or

otherwise transferred only part of your holding of Existing Shares, you should retain these documents. If you receive this

document from another Shareholder, as transferee, please contact the Company’s Registrar for a Form of Proxy.

Any person (including, without limitation, custodians, nominees and trustees) who may have a contractual or legal obligation or

may otherwise intend to forward this document to any jurisdiction outside the United Kingdom should seek appropriate advice

before taking any action. The distribution of this document and any accompanying documents into jurisdictions other than the

United Kingdom may be restricted by law. Any person not in the United Kingdom into whose possession this document and any

accompanying documents come should inform themselves about and observe any such restrictions. Any failure to comply with

these restrictions may constitute a violation of the securities laws of any such jurisdiction.

This document is not a prospectus and it does not constitute or form any part of an offer or invitation to purchase or subscribe

for, sell, dispose of or issue any securities or a solicitation of an offer or invitation to purchase or subscribe for, sell, dispose of or

issue any securities pursuant to this document. This document is being sent to Shareholders solely in connection with the General

Meeting.

Your attention is drawn to the letter to Shareholders from Kieran Murphy, the Chairman of the Company, which is set out
in Part I (Letter from the Chairman of  Mears Group PLC) of this document in which the Board unanimously recommends
that you vote in favour of the Resolution to be proposed at the General Meeting of the Company referred to below. Please
read the whole of this document in its entirety and consider whether to vote in favour of the Resolution in light of the
information contained in this document. In particular, please note the risks and uncertainties that might affect the value
of your shareholding in the Company in Part II (Risk Factors) of this document.

Mears Group PLC
(Incorporated in England and Wales with registered no. 03232863)

Proposed Disposal of TerraQuest Solutions Limited

and

Notice of General Meeting of the Company

Investec Bank plc
Sponsor

A Notice convening a General Meeting of the Company to be held at 10 a.m. on 25 November 2020 at the offices of the
Company at 1390 Montpellier Court, Gloucester Business Park, Brockworth, Gloucester, GL3 4AH is set out at the end
of this document.

In light of the guidance issued by the UK government restricting social gatherings in view of the ongoing COVID-19
pandemic, and the extension of the relevant provisions of the Corporate Insolvency and Governance Act 2020, the
General Meeting will be held as a closed meeting. Shareholders should, therefore, not attend the General Meeting but
instead appoint the chairman of the General Meeting as a proxy and provide voting instructions in advance of the
General Meeting. The Company is taking these precautionary measures to safeguard its Shareholders’ and employees’
health and make the General Meeting as safe and efficient as possible. The Board will review these arrangements for the
General Meeting and any additional and/or alternative measures in advance of the General Meeting and will update
Shareholders, as necessary, via a Regulatory Information Service.

A Form of Proxy for use at the General Meeting is also enclosed with this document. As the General Meeting will be held
as a closed meeting the only way to ensure your vote is counted is to appoint the chairman as proxy. Please, therefore,
complete, sign and return the accompanying Form of Proxy in accordance with the instructions printed on it as soon as
possible but, in any event, so as to be received by the Registrar no later than 10 a.m. on 23 November 2020, being
48 hours before the time appointed for the holding of the meeting (or, in the event of an adjournment of the General
Meeting, not later than 48 hours (excluding non-Business Days) before the time fixed for the holding of the adjourned
meeting). Forms of Proxy received after this time will be invalid. If you hold your Existing Shares in uncertificated form
(i.e. in CREST) you may appoint a proxy by completing and transmitting a CREST Proxy Instruction in accordance with
the procedures set out in the CREST Manual so that it is received by the Registrar (under CREST participant ID 7RA11)

 

 

 
 
 
 
 

 
 
 
 

 

LR13.3.1R(4)

LR13.3.1R(6)

LR13.3.1R(2)

Ann 1, 4.1

174306      Proof 5 Friday, November 6, 2020 13:23



by no later than 10 a.m. on 23 November 2020 (or, in the event of an adjournment of the General Meeting, not later than
48 hours (excluding non-Business Days) before the time fixed for the holding of the adjourned meeting). The time of
receipt will be taken to be the time from which the Registrar is able to retrieve the message by enquiry to CREST in the
manner prescribed by CREST.

Shareholders are encouraged to submit questions, at least 48 hours prior to the General Meeting, relating to the
business to be dealt with at the General Meeting by emailing Company.Secretary@mearsgroup.co.uk. The Company will
endeavour to publish these questions and the Company’s responses on the Company’s website
(https://www.mearsgroup.co.uk) as soon as practicable after the General Meeting.

This document is a circular relating to the Disposal which has been prepared in accordance with the Listing Rules and approved

by the FCA.

No person has been authorised to give any information or make any representations to Shareholders with respect to the Disposal

other than those contained in this document and, if given or made, such information or representations must not be relied on as

having been authorised by or on behalf of the Company or the Directors or by Investec or any other person involved in the

Disposal. None of the above take any responsibility or liability for, or can provide assurance as to the reliability of, other

information that you may be given. Subject to the Listing Rules, the Prospectus Regulation, the Prospectus Regulation Rules, the

Market Abuse Regulation and the Disclosure Guidance and Transparency Rules, neither the delivery of this document nor holding

the General Meeting shall, under any circumstances, create any implication that there has been no change in the affairs of the

Company since the date of this document or that the information in it is correct as of any subsequent time.

Investec, which is authorised by the Prudential Regulation Authority and regulated in the United Kingdom by the Financial

Conduct Authority and the Prudential Regulation Authority, is acting exclusively for the Company and no-one else in connection

with the Disposal and will not regard any other person (whether or not a recipient of this document) as its client in relation to the

Disposal and will not be responsible to anyone other than the Company for providing the protections afforded to customers of

Investec or for affording advice in relation to the Disposal, the contents of this document or any transaction, arrangement or other

matter referred to in this document. However, nothing in this paragraph shall serve to limit or exclude any of the responsibilities

and liabilities, if any, which may be imposed on Investec by FSMA or the regulatory regime established thereunder.

The statements contained in this document are made as at the date of this document, unless some other time is specified in

relation to them, and service of this document shall not give rise to any implication that there has been no change in the facts set

out herein since such date. Nothing contained in this document shall be deemed to be a forecast, projection or estimate of the

future financial performance of the Company or the Group, or of the Continuing Group, except where otherwise stated.

FORWARD-LOOKING STATEMENTS

This document contains forward-looking statements. Statements containing the words “intends”, “aims”, “anticipates”, “assumes”,

“budgets”, “could”, “contemplates”, “continues”, “plans”, “predicts”, “projects”, “schedules”, “seeks”, “shall”, “should”, “targets”,

“would”, “believes”, “anticipates”, “may”, “will”, “estimates” “expects” and “outlook” or, in each case, their negative or other

variations, or words of similar meaning are forward looking. By their nature, all forward-looking statements are subject to

assumptions, risks and uncertainties. Although the Company believes that the expectations reflected in these forward-looking

statements are reasonable, there can be no assurance that these expectations will prove to have been correct and because these

statements involve risks and uncertainties, actual results may differ materially from those expressed or implied by those forward-

looking statements. Each forward-looking statement speaks only as of the date of the particular statement. the Company does

not undertake any obligation publicly to update or revise any forward-looking statement as a result of new information, future

events or other information, although such forward-looking statements will be publicly updated if required by the FCA, the Listing

Rules, the Prospectus Regulation, Prospectus Regulation Rules, the Disclosure Guidance and Transparency Rules, the rules of

the London Stock Exchange, the Market Abuse Regulation or by applicable law. Nothing in this section should be interpreted as

qualifying the working capital statement in paragraph 7 of Part VI (Additional Information) of this document.

ROUNDING

Percentages and certain amounts in tables have been rounded and accordingly may not add up to 100 per cent. Certain financial

data have also been rounded. As a result of this rounding, the totals of data presented in this document may vary slightly from

the actual arithmetic totals of such data. In addition, certain percentages and amounts contained in this document reflect

calculations based on the underlying information prior to rounding and, accordingly, may not conform exactly to the percentages

or amounts that would be derived if the relevant calculations were based upon the rounded numbers.

NOTICE TO OVERSEAS SHAREHOLDERS

The release, publication or distribution of this document in jurisdictions other than the United Kingdom may be restricted by law

and therefore persons into whose possession this document comes should inform themselves about, and observe, any applicable

restrictions or requirements. Any failure to comply with such restrictions may constitute a violation of the securities laws of any

such jurisdiction. This document has been prepared for the purposes of complying with English law and the Listing Rules and the

applicable rules and the information disclosed may not be the same as that which would have been disclosed if this document

had been prepared in accordance with the laws and regulations of any jurisdiction outside of England and Wales.

This document and any accompanying documents do not constitute an offer or an invitation to purchase or subscribe for any

securities or a solicitation of an offer to buy any securities pursuant to the document or otherwise in any jurisdiction in which such

offer or solicitation is unlawful. This document does not comprise a prospectus or a prospectus equivalent document.

No person has been authorised to give any information or to make any representations other than those contained in this

document and, if given or made, such information or representations must not be relied on as having been authorised by the

Company, Directors and Investec.

The contents of this document are not to be construed as legal, business or tax advice. Each Shareholder should consult its own

legal adviser, financial adviser or tax adviser for legal, financial or tax advice respectively.

Capitalised terms have the meaning ascribed to them in Part VIII (Definitions) of this document.
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PART I

                   LETTER FROM THE CHAIRMAN OF MEARS GROUP PLC                    

(incorporated in England and Wales with registered number 03232863)

Directors: Registered Office:

Kieran Murphy (Chairman) 1390 Montpellier Court

David Miles (Chief  Executive Officer) Gloucester Business Park

Andrew Smith (Finance Director) Brockworth

Alan Long (Executive Director) Gloucester

Geraint Davies (Non-Executive Director) Gloucestershire

Julia Unwin (Non-Executive Director) GL3 4AH

Roy Irwin (Non-Executive Director)
Jim Clarke (Non-Executive Director)
Christopher Loughlin (Non-Executive Director)
Claire Gibbard (Employee Director)

6 November 2020

Dear Shareholder

Proposed sale of TerraQuest Solutions Limited and
Notice of General Meeting of the Company

1.       INTRODUCTION                                                                                                                              

On 6 November 2020, the Company announced that it had reached conditional agreement with

Apse Capital for the sale of the entire issued share capital of TerraQuest Solutions Limited

(“TerraQuest”) and its subsidiary undertakings, which includes PortalPlanQuest Limited (the

“TerraQuest Group”), subject to the fulfilment of certain conditions (the “Disposal”). The

principal terms of the Disposal are set out in Part III (Principal Terms of  the Disposal) of this

document. A newly-formed company controlled by funds advised by Apse Capital, Mason Bidco

Limited (the “Buyer”), will acquire the entire issued share capital of TerraQuest for a maximum

valuation of £72 million, before locked box adjustments, on a cash and debt free basis.

The Disposal constitutes a Class 1 transaction under the Listing Rules. As a consequence,

Completion of the Disposal is conditional on, among other things, the Disposal receiving the

approval of Shareholders. A General Meeting is to be held at the Company’s registered office on

25 November 2020 at 10 a.m. for the purpose of seeking such approval, and a notice convening

the General Meeting, at which the Resolution will be proposed, is set out at the end of this

document.

Completion of the Disposal is expected (subject to the approval by Shareholders of the Disposal

and receiving the MHCLG Consent) to occur on or around 9 December 2020.

I am writing to you on behalf of the Board to give you details of the Disposal, including the

background to and reasons for the Disposal, and to explain why the Board considers the Disposal

to be in the best interests of the Company and its Shareholders as a whole and to recommend

that you vote in favour of the Resolution.

You should read the whole of this document and not rely solely on the summarised information

contained in this Part I (Letter from the Chairman of  Mears Group PLC) and the other information

incorporated by reference as detailed in Part VII (Checklist of  Information Incorporated by
Reference).
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2.       BACKGROUND TO AND REASONS FOR THE DISPOSAL                                                         

The long term strategy of the Mears Group is to be the UK’s most respected and trusted provider

of housing solutions.

The TerraQuest Group provides a range of land and planning services to a wide range of

customers, notably the National Planning Portal which provides planning and building control

application services, processing some 90 per cent. of all digital planning applications in England

and Wales. The TerraQuest Group has developed successfully and grown in profitability while

under the ownership of the Mears Group. However, the Board considers that the business

activities of the TerraQuest Group are different in kind from those provided by the Continuing

Group. After a thorough review, the Board concluded that the prospects of the TerraQuest Group

would be optimised under new ownership.

Accordingly, the Group commenced a competitive sale process, advised by KPMG. A number of

counterparties submitted proposals from which the Board selected Apse as providing the optimal

outcome for the TerraQuest Group and its joint venture partner (the Ministry of Housing,

Communities and Local Government), as well as Mears Shareholders.

The disposal of the TerraQuest Group will contribute to the Board’s stated objective of reducing

the indebtedness of the Group and hence strengthening its balance sheet. The continuing

winding down of the Group’s property development activities and the disposal of the domiciliary

care activities have also contributed to this objective. The proceeds from the disposal of the

TerraQuest Group will be used to reduce the Continuing Group’s indebtedness.

3.       INFORMATION ON THE TERRAQUEST GROUP

The TerraQuest Group is a software and technical services provider to the infrastructure,

property, and planning sectors in the UK. It processes c.90 per cent. of planning applications

made digitally in England and Wales through its running of the National Planning Portal and is a

leading provider of land referencing services in national, long-term infrastructure projects. In

addition, the TerraQuest Group provides specialist data management for clients such as the Land

Registry and holds a large volume of planning and property sector data.

The business operates two closely linked service lines – Software Solutions and Technical

Services.

Software Solutions

Software Solutions are platform-based solutions including planning, mapping, digital workspaces

and bespoke tools. This business includes planning application software, bespoke portals for

clients such as Crossrail, and pre-employment checks for private companies and government

authorities.

The planning application business, the National Planning Portal, is held within a 75 per cent.

owned subsidiary, with the balancing stake held by the MHCLG. It is through this system that the

business engages with its core customers: Local Authorities in England and Wales, architects to

property agents, and other government departments.

Technical Services

These services include the provision of technical services and consulting on data analysis and

process optimisation. This business includes land referencing for major infrastructure projects,

data curation for governmental authorities, and planning services.

In the financial year ended 31 December 2019, the TerraQuest Group generated revenues of

£20.9 million and a profit before tax of £4.9 million. As at 31 December 2019, the TerraQuest

Group had total assets of £12.7 million. For the six months ended 30 June 2020, the TerraQuest

Group generated revenues of £9.0 million and a profit before tax of £2.4 million. As at 30 June

2020, the TerraQuest Group had total assets of £17.1 million.
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A summary of the trading results of the TerraQuest Group for the three years ended 31 December

2019 and the six months ended 30 June 2020 and the net liability statement as at 31 December

2019 and 30 June 2020 are set out in Part IV (Financial information relating to the TerraQuest
Group) of this document from which the financial information in this paragraph has been

extracted without material adjustment. Shareholders should read the whole of this document and

not just rely on the summarised financial information set out in this Part I (Letter from the
Chairman of  Mears Group PLC) of this document.

4.       SUMMARY OF THE PRINCIPAL TERMS OF THE DISPOSAL

The Buyer is a company indirectly owned by Topco. The Topco Group has been formed by Apse

for the purposes of the Disposal. The Buyer and the Company entered into the Disposal

Agreement on 5 November 2020, pursuant to which the Buyer agreed to acquire, subject to the

fulfilment of certain conditions, the entire issued share capital of TerraQuest.

The consideration payable to the Company pursuant to the terms of the Disposal Agreement is

structured as follows:

•         £56.7 million, plus an amount of further consideration equal to £6,112 per day (the “Daily
Factor”) for the period from the date of the Disposal Agreement to the date of Completion,

payable in cash at Completion. The Daily Factor is paid in consideration for the profits

accrued by the TerraQuest Group in that period;

•         the issue by the Buyer to the Company of the Rollover Loan Notes with an aggregate

nominal value of £3.22 million, which shall, immediately upon Completion, be converted

into (i) 64,823 B Ordinary Shares in Topco, representing 6.16 per cent. of the entire issued

share capital of Topco immediately following Completion and (ii) Consideration Loan Notes

to be issued by Holdco with an aggregate nominal value of £3.16 million accruing an

interest rate of 10 per cent. per annum payable upon redemption of the Consideration

Loan Notes; and

•         a maximum amount of £10 million of deferred consideration payable in cash conditional

upon the TerraQuest Group achieving an aggregate EBITDA of £9.5 million in the financial

year ending on 31 December 2021 (the “Earn Out Period”). If the TerraQuest Group does

not achieve the £9.5 million EBITDA target, £5 million in deferred consideration will be

payable in cash and, provided the aggregate EBITDA in the financial year ending on 31

December 2021 is greater than that of the previous financial year, an additional £333,333

is payable in cash for every £100,000 of EBITDA achieved in the Earn Out Period in

excess of £8 million up to EBITDA of £9.5 million.

In connection with the Disposal, the Buyer has agreed terms with the management team of

TerraQuest on which they will subscribe for C Ordinary Shares in Topco representing 20 per cent.

of the entire issued share capital of Topco immediately following Completion (the “Sweet Equity
Arrangement”). Under the terms of the Sweet Equity Arrangement, Geoffrey Keal, the Managing

Director of TerraQuest will acquire C Ordinary Shares. Geoffrey Keal is a related party of Mears

under the Listing Rules. His investment in Topco alongside that of Mears is considered a smaller

related party transaction for the purposes of Listing Rule 11.1.10R.

The Continuing Group expects to incur certain operational expenses and transaction costs in

connection with the Disposal.

As part of the Disposal, the Continuing Group has agreed to provide certain transitional services

already being provided by it to the TerraQuest Group for a limited period following Completion

pursuant to the terms of the Transitional Services Agreement. TerraQuest has agreed to provide

certain transitional services already being provided by it to the Continuing Group for a limited

period following Completion pursuant to the terms of the Reverse Transitional Services

Agreement.

Completion of the Disposal is conditional upon (i) the approval of the Disposal by Shareholders

by the passing of the Resolution and (ii) satisfaction or waiver of the written consent to the

Disposal having been received from MHCLG .
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Completion shall take place on the tenth Business Day following satisfaction or waiver of the

conditions. In the event that the conditions are not satisfied by the Long Stop Date (or such later

time as the parties may agree), the Disposal Agreement will automatically terminate and the

Disposal will not proceed.

Further details of the Disposal are set out in Part III (Principal Terms of  the Disposal).

5.       USE OF PROCEEDS AND FINANCIAL EFFECTS OF THE DISPOSAL                                      

The initial gross cash proceeds before transaction costs arising from the Disposal are expected

to be £56.8 million. The Continuing Group will retain the net cash proceeds to strengthen the

Continuing Group’s balance sheet by reducing the amount drawn down under the Group’s

Revolving Credit Facility. Unaudited pro forma net debt as at 30 June 2020 would have been

£10.8 million (actual net debt 30 June 2020: £62.4 million).1

The Disposal will have the net effect, after taking into account any interest cost saving from

reducing indebtedness, of reducing the Continuing Group’s profit before tax and is expected to

be dilutive to the earnings per share of the Group for the current financial year and beyond.

6.       AMENDMENTS TO REVOLVING CREDIT FACILITY

In connection with the Disposal, the Group has entered into an amendment to the terms of the

existing Revolving Credit Facility Agreement (as defined below) with its lenders (the

“Amendment”).

The principal amendments to the Revolving Credit Facility Agreement effected by the

Amendment are summarised as follows:

•         the lenders consent to the Disposal (and the resignation of TerraQuest as a borrower and

guarantor under the Revolving Credit Facility Agreement);

•         the existing financial covenants will not be tested on the December 2020 and June 2021

testing dates provided for under the Revolving Credit Facility Agreement;

•         new financial covenants requiring a minimum level of EBITDA and a maximum level of net

borrowings will be introduced and tested at the December 2020 and June 2021 testing

dates only. In setting these amended covenants, the Company was required to prepare

projections on the basis of the reasonable worst scenario for the working capital statement

contained in this document. This has also involved making certain assumptions regarding

the potential evolution of the COVID-19 pandemic and its potential impact on the Group in

that reasonable worst case scenario;

If Shareholders do not vote in favour of the Resolution and the Disposal does not complete, the

new financial covenants to be tested at the December 2020 and June 2021 testing dates will be

varied to reflect the fact that the TerraQuest Group remains part of the Group. In addition, the

Core Commitments will remain at £170 million.
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The amended covenants based on the outcome of the Resolution are detailed below. EBITDA is

calculated on a pre-IFRS 16 basis.

If shareholders vote in favour If shareholders do not vote
of the Resolution in favour of the Resolution

                                                            Minimum         Maximum          Minimum         Maximum
                                                     Consolidated   Consolidated   Consolidated   Consolidated
                                                             Adjusted                    Net          Adjusted                    Net
Covenant Test Date                              EBITDA     Borrowings            EBITDA     Borrowings

Relevant Period Ending
31 December 2020                      (£9,000,000)    £63,000,000      (£5,000,000)  £108,000,000

Relevant Period Ending
30 June 2021                                 £3,800,000      £95,000,000        £7,800,000    £140,000,000

•         a new minimum liquidity financial covenant will be introduced and tested monthly which

requires the Company to maintain a minimum liquidity headroom at each month end of £40

million reducing by any subsequent reduction in the Commitments;

•         until 1 January 2022, with respect to certain permitted acquisitions for which the

consideration is less than £15 million, there will be additional requirements that: (i) no

default be continuing under the Revolving Credit Facility Agreement on the closing date of

such acquisition or would occur as a result of such acquisition; and (ii) the Company

confirm to the facility agent under the Revolving Credit Facility Agreement that it will

comply with the financial covenants for the testing period ending 12 months after the

relevant acquisition;

•         until 1 January 2022, acquisitions made by the Property Group for consideration not less

than £15 million and acquisitions made by the Core Group with an aggregate consideration

in any financial year not exceeding £60 million, which in either case, do not fall in one of

the other categories of permitted acquisitions under the Revolving Credit Facility

Agreement, will not be permitted;

•         until 1 January 2022, the general permission in the Revolving Credit Facility Agreement for

the Group to make disposals which fall outside the other specific categories of permitted

disposals will be reduced. The aggregate market value of the assets which are the subject

of such disposals will reduce from £20 million in any financial year to £2.5 million for the

period from the effective date of the Amendment until the end of the current financial year

and £10 million for the financial year ending 2021 (for the avoidance of doubt this

permission does not impact the Disposal and the Disposal does not impact this

permission); and

•         following the occurrence of the Disposal, the commitments provided under the Revolving

Credit Facility Agreement (other than the Non-Core Commitments) (the “Core
Commitments”) will be reduced from £170 million to £145 million.

From the occurrence of the December 2021 testing date, the financial covenants shall revert to

the requirements (including the covenant levels) set out in the Revolving Credit Facility

Agreement in force immediately prior to the occurrence of the Amendment, save that the

leverage covenant for the December 2021 testing date only shall be 3.5:1.

Further details of the existing Revolving Credit Facility Agreement can be found in Part VI

(Additional Information) of this document.

7.       STRATEGY OF THE CONTINUING GROUP SUBSEQUENT TO THE DISPOSAL                      

The Mears Group is a specialist provider of Housing Maintenance and Management services to

central and local government clients across the UK. Following the Disposal it will employ around

5,700 people.
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In partnership with its local council and housing association clients, the Mears Group is

responsible for the repair, maintenance and upgrade of social housing in communities from

remote rural villages to large inner-city estates. The Mears Group also provides broader Housing

Management solutions to its local and central government clients, which include the Home Office

and Ministry of Defence. These programmes help solve the challenge posed by the lack of

affordable housing through the provision of accommodation and support to a range of user

groups, including many of society’s most vulnerable.

Following the Disposal, the strategy of the Continuing Group is to focus on these core Housing

Maintenance and Management activities and secure further long-term contract wins, retentions

and extensions. The Mears Group considers its competitive strengths to include its leading

market position and brand, national scale and coverage, sophisticated contract management

systems and long-standing, trusted client relationships. In addition, the Continuing Group will

continue to wind down its housing development portfolio to enhance further its operating cash

conversion.

8.       CURRENT TRADING, FINANCIAL POSITION AND OUTLOOK OF THE CONTINUING GROUP

On 18 August 2020, the Company announced the interim results for the Group for the six months

to 30 June 2020 (the “2020 Interim Financial Statements”). The following update on the current

trading and prospects of the Company has been extracted without material amendment from that

announcement:

“Maintenance:

Recovery in activity levels expected during the second half, as working arrangements

progressively return towards more normal levels.

Management:

Levels of demand to remain strong, with some easing in the operational challenges.

The Board continues to evaluate Mears’ portfolio of businesses, and where assets are seen as

peripheral to the Group’s core strategy of providing services to the Housing sector in the UK,

actions are being taken in order to deliver the best financial return for shareholders, and

accelerate the Board’s stated desire to see a reduction in debt levels.

The Group is progressing well with its planned disposal of the Scotland Domiciliary Care

business and expects to complete the disposal during 2020.

While the Covid crisis has impacted short-term financial performance, the business remains

resilient, volumes are returning and win rates are healthy.”

Subsequent to the announcement of its 2020 Interim Financial Statements, the Company

announced on 28 September 2020 that it had sold its Scottish domiciliary care business and

thereby exited from domiciliary care services.

Trading across the Continuing Group in the period since 30 June 2020 has been in line with the

Board’s expectations and the Board’s expectations for the current year remain unchanged. The

Board keeps under close review the changing COVID-19 backdrop. Mears continues to benefit

from the supportive financial arrangements agreed with clients through the first half of the year.

The Group intends to make a scheduled Q4 trading update in due course.

9.       INFORMATION ON THE BUYER

Apse Capital is a London-based private equity firm that specialises in backing tech-enabled B2B

information and services businesses in high-growth sectors across Europe. Apse Capital was co-

founded by Tim Green, Ashley Long and Vikram Krishna, who have worked together for over

fifteen years, have 80 years of combined private equity experience and over the last five years

have completed a total of 24 transactions in tech-enabled businesses, with an aggregate

LR 13 Annex
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Enterprise Value of €1.5 billion. Apse Capital typically backs fast-growing European SMEs with

an enterprise value of €50-€200 million.

10.     COSTS AND RISKS RELATING TO THE DISPOSAL

Whilst the Board considers the Disposal to be in the best interests of the Company and its

Shareholders as a whole there are a number of potential risks and uncertainties that

Shareholders should consider before voting on the Resolution. Your attention is drawn to the

further discussion of certain of these risks and uncertainties set out in Part II (Risk Factors) of this

document.

The Company will also incur a number of other customary costs in relation to the Disposal more

generally (including legal, accounting, financial adviser, sponsor and other transaction fees),

some of which will be payable regardless of whether the Disposal reaches Completion.

11.     BOARD OF DIRECTORS AND KEY INDIVIDUALS

No changes will be made to the Board as a result of the Disposal.

12.     GENERAL MEETING                                                                                                                      

Set out at the end of this document is a notice convening the General Meeting which is to be held

at the Company’s registered office on 25 November 2020 at 10 a.m. at which the Resolution will

be proposed. The Resolution is set out in full at the end of this document in the Notice of General

Meeting. As a Class 1 transaction for the purposes of the Listing Rules, the Disposal may only

be completed if it is first approved by Shareholders. In line with best corporate governance, voting

on the Resolution will be taken on a poll, rather than a show of hands, to reflect the number of

shares held by a Shareholder. The Resolution requires the approval of a majority of the votes

cast (in person or by proxy) at the meeting in order to be passed.

In light of the guidance issued by the UK government restricting social gatherings in view of the

ongoing COVID-19 pandemic, and the extension of the relevant provisions of the Corporate

Insolvency and Governance Act 2020, the General Meeting will be held as a closed meeting.

Shareholders should, therefore, not attend the General Meeting but instead appoint the chairman

of the General Meeting as a proxy and provide voting instructions in advance of the General

Meeting. Appointing the chairman as proxy is the only way to ensure that your vote is counted at

the General Meeting,

Shareholders are encouraged to submit questions, at least 48 hours prior to the General Meeting,

relating to the business to be dealt with at the General Meeting by emailing

Company.Secretary@mearsgroup.co.uk. The Company will endeavour to publish these

questions and the Company’s responses on the Company’s website

(https://www.mearsgroup.co.uk) as soon as practicable after the General Meeting.

The Company is taking these precautionary measures to safeguard its Shareholders’ and

employees’ health and make the General Meeting as safe and efficient as possible. The Board

will review these arrangements for the General Meeting and any additional and/or alternative

measures in advance of the General Meeting and will update Shareholders, as necessary, via a

Regulatory Information Service.

The results of the votes cast at the General Meeting will be announced as soon as possible once

known through a Regulatory Information Service and on the Company’s website

(https://www.mearsgroup.co.uk). It is expected that this announcement will be made on the same

day as the General Meeting.

13.     FURTHER INFORMATION

Your attention is drawn to the further information set out in Part II (Risk Factors) to Part VI

(Additional Information) of this document and in particular the risk factors set out in Part II (Risk

LR13.3.1R(2)
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Factors) of this document. You should read all of the information contained in this document and

not rely solely on information summarised in this letter, including the summarised financial

information.

14.     ACTION TO BE TAKEN

Due to COVID-19, Shareholders will not be permitted to attend the General Meeting in person

and, therefore, the only way to ensure your vote is counted is to appoint the chairman as proxy

to vote on your behalf. Therefore, you are requested to:

•         complete, sign and return the enclosed Form of Proxy in accordance with the instructions

printed thereon and contained in this document so as to be received by the Registrar no

later than at 10 a.m. on 23 November 2020;

•         you may submit your proxy electronically at www.sharegateway.co.uk by using the

Personal Proxy Registration Code as shown on the Form of Proxy. Shareholders can use

this service to vote or appoint a proxy online. The same voting deadline of 10 a.m. on

23 November 2020 (or, if the meeting is adjourned, no later than 48 hours (excluding non-

Business Days) before the time of any adjourned meeting) applies. If you need help with

voting online, please contact our Registrars, Neville Registrars Limited +44(0) 121 585

1131 or via email at info@nevilleregistrars.co.uk; or

•         if you hold shares in CREST you may appoint a proxy by completing and transmitting a

CREST Proxy Instruction to the Registrar (CREST participant ID 7RA11) so that it is

received by no later than 10 a.m. on 23 November 2020.

15.     FINANCIAL ADVICE

The Board has received financial advice from KPMG in relation to the Disposal. In providing their

financial advice to the Board, KPMG has relied upon the Board’s commercial assessment of the

Disposal.

16.     RECOMMENDATION                                                                                                                       

In the Board’s opinion, the Disposal is in the best interests of Shareholders as a whole.
Accordingly, the Board unanimously recommends Shareholders to vote in favour of the
Resolution to be proposed at the General Meeting, as the Directors intend to do in respect
of their own beneficial shareholdings of Shares, being in aggregate 343,750 Shares,
representing approximately 0.312% per cent. of the Company’s issued ordinary share
capital as at 5 November 2020 (being the latest practicable date prior to the publication of
this document).

Yours sincerely

Kieran Murphy
Chairman

LR13.3.1R(5)
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                                                             PART II                                                              

RISK FACTORS

Shareholders should carefully consider the risks and uncertainties set out in this Part II (Risk Factors)
of  this document when deciding whether or not to vote in favour of  the Resolution.

The following risks and uncertainties are not exhaustive and do not purport to be a complete
explanation of  all the risks involved. The risks and uncertainties set out below are those which the
Board believes are the material risks specific to the Group. Additional risks and uncertainties relating to
the Group which are not known to the Board as at the date of  this document, or that the Board currently
deem immaterial, may also have a material adverse effect on the Group if  they materialise.

If  any or a combination of  the following risks and uncertainties actually materialise, the business,
operations, financial condition or prospects of  the Group could be materially and adversely affected. In
such circumstances, the market price of  Existing Shares could decline and you may lose all or part of
your investment.

These risks and uncertainties should be read in conjunction with all other information contained in this
document.

1.       RISKS RELATED TO THE DISPOSAL

The Disposal is conditional and may not proceed

Completion�is�conditional�upon�the�passing�of�the�Resolution�and�MHCLG�Consent.�In�the�event

that�the�conditions�are�not�satisfied�by�the�Long�Stop�Date�(or�such�later�time�as�the�parties�may

agree),�the�Disposal�Agreement�will�automatically�terminate�and�the�Disposal�will�not�proceed.

Warranties and indemnities in the Disposal Agreement

The�Disposal�Agreement�contains�customary�warranties�and�indemnities�(including�in�relation�to

tax)�given�by�the�Company�in�favour�of�the�Buyer.�The�Company�has�taken�steps�to�minimise�the

risk�of�liability�under�these�provisions.�However,�any�liability�to�make�a�payment�arising�from�a

successful�claim�by�the�Buyer�under�the�warranties�or�indemnities�could�have�a�material�adverse

effect�on�the�Group’s�financial�condition.

The Company may not receive the full deferred consideration

There� is�a� risk� that� the�Company�does�not� receive� the� full� deferred�consideration,�payable� in

cash,�under�the�terms�of�the�Disposal�Agreement.�The�consideration�consists�of�a�maximum�of

£10�million� in�deferred�consideration�payable� in�cash,�£5�million�of�which� is�dependent�on�the

future� performance� of� the� TerraQuest� Group� and� there� is� no� guarantee� that� the� future

performance�of�the�TerraQuest�Group�will�achieve�the�requisite�hurdle�to�trigger�payment�of�£5

million�of�the�deferred�consideration.�In�addition,�in�the�event�the�Topco�Group�suffers�financial

distress�any�deferred�consideration�due�to�the�Company�may�be�put�at�risk.

The Company may not realise any value for the Consideration Loan Notes and its equity
share in the Buyer

As�part�of�the�consideration�due�under�the�terms�of�the�Disposal�Agreement,�the�Company�will

receive the� Rollover� Loan� Notes,� all� of� which� will� be� converted� into� B� Ordinary� Shares

(representing 6.16 per�cent.�of�the�issued�share�capital�of�Topco�immediately�upon�Completion)

and�Consideration�Loan�Notes.

There� is� a� risk� that� the� Company� will� realise� a� lower� value,� including� no� value, for� the

Consideration�Loan�Notes�as�repayment�of�such�loan�notes�is�subject�to�certain�conditions�and,

in�the�event�the�Topco�Group�suffers�financial�distress,�any�indebtedness�due�to�the�Company

may�be�put�at�risk.

LR�13.4.1�R�(2)
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There� is�a� risk� that� the�Company�will� realise�a� lower�value,� including�no�value,� for� this�equity

share�at�the�time�this�equity�share�is�sold,�as�it�will�depend�on�the�future�value�of�the�TerraQuest

Group,�which�may�not�be�sufficient�to�repay�the�indebtedness�in�the�Topco�Group�at�this�time.

2.       RISKS RELATING TO THE DISPOSAL NOT PROCEEDING

If� the�Disposal�does�not�proceed,� the� following�risks�and�uncertainties�may�affect� the�Group’s

business,�results�and�operations.

Potential inability to realise shareholder value if  Completion is not achieved

The�Group’s�management�instructed�KPMG�to�carry�out�a�full�sale�process�for�the�TerraQuest

Group.�The�sale�process�resulted�in�the�Buyer�being�one�of�four�credible�purchasers�of�the�Group

and�the�Board�has�determined�that�the�Transaction�is�the�best�outcome�for�Shareholders.�If�the

Disposal�does�not�proceed,�there�is�no�assurance�that�the�Group�would�be�able�to�dispose�of�the

TerraQuest�Group�at�a�later�date,�in�favourable�or�equivalent�market�circumstances.�In�particular,

there� is�a�risk� that� the�value�of� the�TerraQuest�Group�may erode�over� time�or� it�could�go� into

liquidation�or�some�form�of�insolvency�process�if�the�Group�is�unable�or�unwilling�to�support�it.

Accordingly,�there�is�no�guarantee�that�the�terms�reached�under�the�Disposal�Agreement�would

be�available�in�any�future�attempted�sale�of�the�TerraQuest�Group.�If�the�Disposal�does�not�occur

the�Company�will�forgo�the�other�benefits�of�the�Disposal�including�enabling�the�Group�to�focus

solely�on�its�strategy�of�making�Mears�the�UK’s�most�respected�and�trusted�provider�of�housing

solutions.

There may be an adverse impact on the Company’s reputation if  the Disposal does not
proceed

If� the� Disposal� does� not� proceed,� there�may� be� an� adverse� impact� on� the� reputation� of� the

Company�and�TerraQuest�as�a�result�of�media�scrutiny�arising�in�connection�with�the�attempted

Disposal.� Any� such� reputational� risk� could� adversely� affect� the� Group’s� business,� financial

condition�and�results�of�operations.

Potentially disruptive effect on the Group

If� the� Disposal� does� not� proceed,� this� may� lead� to� management,� employee,� customer� and

supplier� distraction� for� the� TerraQuest� Group� and� concern� due� to� perceived� uncertainty� as

regards�the�future�ownership�of�the�TerraQuest�Group�which�may�have�an�adverse�effect�on�the

performance� of� the� TerraQuest� Group� and� therefore� its� value� to� the� Group.� The� TerraQuest

Group’s� management� and� employees� may� be� affected,� and� key� management� and/or� other

employees�may�choose�to�leave�the�TerraQuest�Group.�That�could�result�in�the�potential�loss�of

expertise� and� capability� within� the� TerraQuest� Group� in� the� short� to� medium� term.� The

Company’s�management�may� therefore�be�required� to�allocate�additional� time,� resources�and

cost� to� the�ongoing�supervision�and�development�of� the�TerraQuest�Group.�This�may�result� in

disruption� to� the� other� businesses� within� the� Group� and� may� therefore� adversely� affect� the

Group’s�business,�financial�condition�and�results�of�operations.

The Company will not realise the cash proceeds from the Disposal if  Completion is not
achieved

If� the�Disposal� does� not� complete� the�Company�will� not� receive� the� cash� proceeds� from� the

Disposal�and�consequently�the�costs�incurred�by�the�Company�in�connection�with�the�Disposal

would�not�be�offset�by�such�cash�proceeds�and�the�Company�will�forgo�the�other�benefits�of�the

Disposal� including� reducing� its� borrowings� under� the� Revolving� Credit� Facility� and� the

rationalisation�of�the�business’s�primary�undertakings.�Costs�have�been�incurred�by�the�Company

which�will�be�payable�even�if�Completion�does�not�occur.�In�addition,�the�market’s�perception�of

a�failed�disposal�could�result�in�a�negative�impact�on�the�Company’s�Ordinary�Share�price.
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3.       RISKS RELATING TO THE CONTINUING GROUP FOLLOWING THE DISPOSAL

This�section�documents�those�risks�and�uncertainties�currently�faced�by�the�Group�and,�following

the�Disposal,�the�Continuing�Group,�which�are�potentially�impacted�by�the�Disposal.

Price and Liquidity of  the Ordinary Shares may fluctuate following the Disposal

Shareholders�should�be�aware�that�the�value�of�an�investment�in�the�Continuing�Group�may�go

down�as�well�as�up�and�can�be�highly�volatile.�The�price�at�which�the�Ordinary�Shares�may�be

quoted,�the�price�which�investors�may�realise�for�their�Ordinary�Shares,�and�liquidity�in�the�market

for� the�Ordinary�Shares�will� be� influenced�by�a� large�number�of� factors,� some�specific� to� the

Continuing�Group�and�its�operations�and�some�which�may�affect�the�industry�as�a�whole,�other

comparable�companies�or�publicly� traded�companies�as�a�whole.�The�sentiments�of� the�stock

market� regarding� the� Disposal� will� be� one� such� factor� and� this,� together� with� other� factors

including� the� actual� or� anticipated� fluctuations� in� the� financial� performance� of� the�Continuing

Group� and� its� competitors,� market� fluctuations,� and� legislative� or� regulatory� changes� in� the

applicable�industry,�could�lead�to�the�market�price�of�Ordinary�Shares�going�up�or�down�as�well

as�impacting�liquidity�in�the�Ordinary�Shares.

Mears Group’s operations will be dependent on its retained business and will have a
reduced income stream and lower EBITDA

Following�the�Disposal,�the�Group�will�no�longer�own�the�companies�and�assets�that�comprise

the�TerraQuest�Group�and�will�no�longer�receive�the�contribution�that�TerraQuest�Group�currently

makes�to�the�consolidated�trading�profit�of�the�Group.�Accordingly,�Mears�Group�will�be�smaller

and�less�diversified�than�it�is�currently.�As�a�result�of�the�reduction�in�the�Group’s�size,�should�any

part�of�its�business�underperform�this�may�have�a�larger�relative�impact�on�the�Mears�Group�than

it�would�have�done�prior� to� the�Disposal.�TerraQuest�currently�generates�revenues�and�profits

from�a�market�distinct�from�those�in�which�the�Mears�Group�operates.�Following�Completion,�the

Company�will�have�a�less�diversified�business�and�will�be�more�exposed�to�any�risks�associated

with�such�business.�Any�deterioration� in� the�Group’s�markets�would�have�a�more�pronounced

negative�effect�on�the�Group’s�business,�financial�condition,�results�of�operations,�and�prospects

than�before�Completion�and�the�resulting�loss�of�diversification�of�the�business.

Ann�1,�3.1
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PART III

                                  PRINCIPAL TERMS OF THE DISPOSAL                                   

The following is a summary of the principal terms of the Disposal:

A.       DISPOSAL AGREEMENT

1.       STRUCTURE OF THE DISPOSAL

The Buyer is a company indirectly owned by Topco. The Topco Group has been formed by Apse

for the purposes of the Disposal. The Company and the Buyer entered into a conditional Disposal

Agreement dated 5 November 2020 governing the terms and conditions of the Disposal. The

Disposal Agreement provides that, subject to the satisfaction of the conditions precedent, the

Buyer will acquire the entire issued share capital of TerraQuest at a maximum valuation of £72

million, before locked box adjustments at Completion, on a cash and debt free basis.

Subject to satisfaction of the conditions precedent, the Buyer is under an obligation to purchase,

and the Company is under an obligation to sell, the issued share capital of TerraQuest, which

consists of 50,000 ordinary shares.

2.       CONSIDERATION AND PAYMENT TERMS

The total consideration to be received by the Company for the Disposal will be structured as

follows:

•         £56.7 million plus an amount of further consideration equal to £6,112 per day (the “Daily
Factor”) for the period from the date of the Disposal Agreement to the date of Completion,

payable in cash at Completion. The Daily Factor is paid in consideration for the profits

accrued by the TerraQuest Group in that period;

•         the issue by the Buyer to the Company of the Rollover Loan Notes with an aggregate

nominal value of £3.22 million, which shall, immediately upon Completion, be converted

into (i) 64,823 B Ordinary Shares in Topco, representing 6.16 per cent. of the entire issued

share capital of Topco immediately following Completion and (ii) Consideration Loan Notes

to be issued by Holdco with an aggregate nominal value of £3.16 million accruing an

interest rate of 10 per cent. per annum payable upon redemption of the Consideration

Loan Notes; and

•         a maximum amount of £10 million of deferred consideration payable in cash conditional

upon the TerraQuest Group achieving an aggregate EBITDA of £9.5 million in the financial

year ending on 31 December 2021 (the “Earn Out Period”). If the TerraQuest Group does

not achieve the £9.5 million EBITDA target, £5 million in deferred consideration will be

payable in cash and, provided the aggregate EBITDA in the financial year ending on 31

December 2021 is greater than that of the previous financial year, an additional £333,333

is payable in cash for every £100,000 of EBITDA achieved in the Earn Out Period in

excess of £8 million up to EBITDA of £9.5 million.

The proceeds are not subject to any post-Completion adjustments.

In connection with the Disposal, the Buyer has agreed terms with the management team of

TerraQuest on which they will subscribe for C Ordinary Shares in Topco representing 20 per cent.

of the entire issued share capital of Topco immediately following Completion (the “Sweet Equity
Arrangement”). Under the terms of the Sweet Equity Arrangement, Geoffrey Keal, the Managing

Director of TerraQuest will acquire C Ordinary Shares. Geoffrey Keal is a related party of Mears

under the Listing Rules. His investment in Topco alongside that of Mears is considered a smaller

related party transaction for the purposes of Listing Rule 11.1.10R.

The Continuing Group expects to incur certain operational expenses and transaction costs in

connection with the Disposal.

LR10.4.1R(2)(a)

LR13.3.1R(3)

LR10.4.1R(2)(a)
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3.       CONDITIONS TO COMPLETION

Completion of the Disposal is conditional upon (i) the approval of the Disposal by Shareholders

by the passing of the Resolution and (ii) the receipt of the MHCLG Consent (or the waiver of such

condition by the Buyer), by the Long Stop Date.

If the Resolution is approved at the General Meeting and the MHCLG Consent condition is

satisfied (or waived by the Buyer) prior to the Long Stop Date, the Company will be contractually

obliged to proceed to Completion unless the Buyer fails to satisfy the other customary conditions

precedent.

If the Resolution is not approved at the General Meeting and the MHCLG Consent condition is

not satisfied (or waived by the Buyer) by the Long Stop Date, the Disposal Agreement will

automatically terminate. If the Disposal does not complete, the Company will not receive the

proceeds from the Disposal, and will forgo the other benefits of the Disposal, as detailed in Part

I (Letter from the Chairman of  Mears Group PLC) of this document.

4.       PRE-COMPLETION COVENANTS

The Disposal Agreement contains customary conduct covenants given by the Company in

relation to the period between signing of the Disposal Agreement and Completion, including to

ensure that the business of the TerraQuest Group is carried on in the ordinary and usual course

in all material respects. The Company has also agreed that for the period between signing of the

Disposal Agreement and Completion (or if Completion has not taken place, the Longstop Date)

not to solicit enquiries or offers from or facilitate negotiations or discussion with any person in

relation to a sale of the TerraQuest Group (whether by share or asset sale) or any material

corporate transaction, except in the ordinary course of trading.

5.       RESTRICTIVE COVENANTS

Pursuant to the terms of the Disposal Agreement, the Company has agreed, subject to customary

exceptions, to be bound by the following restrictive covenants for a period of 30 months after

Completion:

•         not to compete with the business of the TerraQuest Group (as it is carried on at the date

of Completion or as anticipated to be carried out pursuant to the TerraQuest Group’s

business plan);

•         not to solicit or employ any person who in the 12 months prior to Completion was an

employee or consultant of the TerraQuest Group whose salary or fee exceeded £50,000

per annum;

•         not to, in competition with the business of the TerraQuest Group, deal with or solicit

business from any person who in the 12 months prior to Completion was a customer or

prospective customer of the TerraQuest Group; and

•         not to induce any supplier to the TerraQuest Group in the 12 months prior to Completion

to cease, restrict or adversely vary the terms of supply to the TerraQuest Group.

The restrictions do not prohibit the Continuing Group from continuing to carry on the business

undertaken by the Continuing Group as at the date of Completion.

6.       WARRANTIES AND INDEMNITIES

The Disposal Agreement contains warranties and indemnities (subject to customary limitations)

granted by the Company that are customary for this type of transaction. The warranties given by

the Company are in relation to, amongst other things:

•         the existence and good standing of the Company;
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•         the authority, power and right to enter into, execute and deliver the Disposal Agreement,

and to consummate the transactions contemplated by the Disposal Agreement;

•         the good title and ownership of the share capital of TerraQuest, free and clear of all liens,

pledges, encumbrances, security interests, and restrictions on transfer; and

•         the business, assets, liabilities and financial affairs of the TerraQuest Group.

In addition, the Disposal Agreement contains warranties granted by the Buyer that are customary

for this type of transaction in relation to, amongst other things, its existence, its authority, power

and right to enter into and execute the Disposal Agreement, and to consummate the transactions

contemplated by the Disposal Agreement.

7.       LIABILITY LIMITATIONS

Any warranty claims to be brought against the Company under the Disposal Agreement are

subject to customary limitations, including an overall financial liability cap and time limits for

bringing a claim.

8.       TERMINATION RIGHTS

The Disposal Agreement provides for a Long Stop Date and the Disposal Agreement will

automatically terminate if Completion has not occurred by that date.

In addition, the Disposal Agreement may be terminated at any time prior to the Long Stop Date,

subject to certain conditions, by:

•         the Company if, the Company has been formally informed in writing by MHCLG that the

MHCLG Consent will not be obtained on or before the Long Stop Date; or

•         the written agreement of the Company and the Buyer.

9.       GOVERNING LAW

The Disposal Agreement is governed by and construed in accordance with the laws of England

and Wales.

B.       TOPCO ARTICLES

1.       BACKGROUND

The Company’s B Ordinary Shares in Topco shall be held subject to the Topco Articles. These

are the shares for which the Company will exchange 2 per cent. of its Rollover Loan Notes

immediately post Completion.

2.       DIVIDENDS

Any dividend shall be distributed amongst the holders of all Topco Shares pro rata to the number

of Topco Shares held by each shareholder.

3.       RETURN OF CAPITAL AND EXIT PROVISIONS

On a return of capital, the surplus assets shall be apportioned between the holders of Topco

Shares as follows:

•         among all holders of Topco Shares pro rata to the number of Topco Shares held by each

shareholder until such time as Apse, as the holder of the A Ordinary Shares in Topco has

received a 3 times return on its investment (the “Required Return”); and
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•         with respect to any surplus proceeds remaining thereafter, 5 per cent. will be distributed

amongst the C Ordinary Shares (being the class of share held by the TerraQuest

management team at Completion) with the balance distributed amongst the holders of

Topco Shares pro rata to the number of such shares held by each Shareholder.

The proceeds on an Exit shall also be distributed in the same manner.

4.       VOTING

The holders of A Ordinary Shares, B Ordinary Shares and C Ordinary Shares shall have the right

to attend, vote and speak at any general meeting of Topco. The A Ordinary Shares confer

enhanced voting rights enabling Apse to exercise no less than 75.1 per cent. of the voting rights

in respect of any resolution of Topco relating to the following matters:

•         in certain circumstances which would arise if the Topco Group is (or will imminently be) in

financial distress;

•         the issue of Topco Shares to a third party in consideration for an acquisition of shares or

assets by the Topco Group;

•         any actual or imminent breach by the Topco Group of any of the shareholder

arrangements; and

•         any failure to pay any amount due on the Consideration Loan Notes or the Investor Loan

Notes (within 5 Business Days of the due date for payment).

5.       VARIATION OF CLASS RIGHTS

The B Ordinary Shares confer the following veto rights over variations in class rights:

•         any changes to the pre-emption rights or Drag or Tag provisions in the Topco Articles;

•         any changes to the share capital of Topco (other than (i) any change which does not

materially adversely or disproportionately affect the economic interests of the Company as

compared with Apse, (ii) any issuance envisaged by the Topco Articles or a purchase and

subsequent reissuance of shares);

•         any non pro-rata distribution, redemption or repurchase in respect of Topco Shares; and

•         any amendment to the Topco Articles which materially adversely and disproportionately

affect the economic interests of the Seller as compared with Apse.

6.       PRE-EMPTION RIGHTS ON NEW ISSUE

Other than in the case of certain issues which are deemed to be permitted, or unless a majority

of the holders of each class of Topco Shares agree otherwise, any Topco Shares or securities to

be issued in priority to the Consideration Loan Notes must first be offered to the holders of Topco

Shares in proportion to the number of Topco Shares held.

In certain circumstances which would arise if Topco was in financial distress, Topco may issue

Topco Shares or prior ranking securities on a non pre-emptive basis provided that all other

holders of Topco Shares are given a pro rata catch-up. In addition, Topco shall be entitled to issue

shares or prior ranking securities on a non pre-emptive basis if such shares are being issued as

consideration for an acquisition by the Topco Group or where shares are part of the pool of

incentive shares allocated to or reserved for management.

7.       PROHIBITED AND PERMITTED TRANSFERS

Other than in the case of certain transfers which are deemed permitted or upon the drag and tag

provisions summarised below, any transfer of any interest in Topco Shares is prohibited. The
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Company shall be entitled to transfer its interest in B Ordinary Shares to any member of the

Continuing Group and to pledge its interest in its B Ordinary Shares as security under the

financing arrangements for the Continuing Group.

If the Company breaches any share transfer restrictions, the Company may be treated as a

defaulting shareholder. In such circumstances, the Topco Shares held by the Company would

cease to confer on it any rights (including any pre-emption, voting, return of capital or dividend

rights).

8.       DRAG AND TAG

After Completion, if Apse agree to sell some or all of its investment to a bona fide third party, they

can force all other investors to sell a proportionate stake to that third party on the same economic

terms (a “Drag”).

If Apse agree to sell a controlling stake (other than pursuant to the Drag or a permitted transfer

or in connection with any reorganisation), all other shareholders will have the right to sell a

proportionate stake on the same economic terms (a “Tag”).

If the price offered as part of any Tag or Drag includes a non-cash component, the Company will

be able to elect (or can be required by Apse) to receive all cash consideration, with the non-cash

component being satisfied by cash of equal value.

9.       BOARD COMPOSITION AND PROCEEDINGS

For so long as the Company continues to hold not less than the number of B Ordinary Shares

which it held immediately following Completion (save for as a result of the Drag or a

reorganisation), it shall be entitled to appoint a Continuing Group officer or employee as a non-

executive director to the board of Topco.

Apse shall be entitled to appoint a majority of the board of Topco. At Completion, the board of

Topco shall comprise two investor directors appointed by Apse, the non-executive director

appointed by the Company and two executive directors.

The quorum for a board meeting shall be two directors, one of whom must be an Apse investor

director and one of whom must be the non-executive director appointed by the Company (except

in the case of a reconvened board meeting following an adjournment for lack of quorum, for

which the quorum requirement shall be one Apse investor director). The investor directors

appointed by Apse shall have weighted voting rights to enable such directors to pass any majority

decision of the board of Topco (subject to the consent rights referred to below).

C.       SHAREHOLDERS’ AGREEMENT

1.       BACKGROUND

The Shareholders’ Agreement will be entered into, at the time of signing the Disposal Agreement

(but conditional on Completion), between (amongst others) Apse, the Company and Topco. The

Shareholders’ Agreement contains the terms on which the Company has agreed to become an

investor in the Topco Group.

2.       PROVISION OF INFORMATION

The Company shall be entitled to receive certain information relating to the Topco Group,

including the agenda (and board pack) and minutes of each board meeting and such information

as the Topco Group is obliged to deliver, from time to time, to the banks under the terms of its

financing arrangements (including the monthly management accounts and audited accounts of

the Topco Group).
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3.       CONSENT RIGHTS

Apse has the benefit of consent rights in respect of certain actions which may be undertaken by

the Topco Group.

The Company has the benefit of certain consent rights relating to the following matters:

•         any changes to the pre-emption rights or Drag or Tag provisions in the Topco Articles;

•         any changes to the share capital of Topco (other than (i) any change which does not

materially adversely or disproportionately affect the economic interests of the Company as

compared with Apse, (ii) any issuance envisaged by the Topco Articles or a purchase and

subsequent reissuance of shares);

•         any non pro-rata distribution, redemption or repurchase in respect of Topco Shares; and

•         (subject to certain exceptions) any agreement between Apse and the Topco Group.

4.       GOVERNING LAW

The Shareholders’ Agreement will be governed by and construed in accordance with the laws of

England and Wales.

D.       CONSIDERATION LOAN NOTES

1.       BACKGROUND

The Company will receive the Consideration Loan Notes in exchange for 98 per cent. of the

Rollover Loan Notes immediately post Completion which will be held subject to the terms and

conditions of the Consideration Loan Note Instrument.

2.       INTEREST

The Consideration Loan Notes will carry a gross interest rate of 10 per cent. per annum. Such

interest shall be repaid on redemption or repayment of the Consideration Loan Notes. Topco may,

however, on the last day in each 12 month period satisfy such interest by the issuance of a bond

on the same terms as the Consideration Loan Notes.

3.       SECURITY AND PRIORITY

The Consideration Loan Notes will be unsecured and will rank alongside the Investor Loan

Notes.

4.       REPAYMENT AND REDEMPTION

Topco may redeem the Consideration Loan Notes at any time after the date falling 6 months from

Completion. Any such redemption shall be made pro rata to the number of Consideration Loan

Notes and the Investor Loan Notes.

The principal amount and interest outstanding on the Consideration Loan Notes shall be

repayable in full on the earlier of: (i) the final repayment date, in 2028, (ii) a Sale or (iii) a Listing.
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5.       VARIATION OF RIGHTS

The holders of the Consideration Loan Notes and the Investor Loan Notes may (by a resolution

passed by holders of not less than 75 per cent. of the principal amount of the Consideration Loan

Notes and the Investor Loan Notes) sanction any modification of the loan note instruments. Any

modification which disproportionality and adversely effects the economic interest of the Company

as compared with Apse shall require the consent of the Company.

E.       TRANSITIONAL SERVICES AGREEMENT (“TSA”)

1.       SCOPE

The TSA will be entered into on Completion, between the Company and TerraQuest, to govern

the separation and transition of the TerraQuest business.

Pursuant to the TSA, the Company will provide the following services to TerraQuest on the terms

of the agreement:

•         access to certain of the Company’s IT systems, including corporate back-office systems

and various corporate supported systems;

•         HR administration services, including hosting the HR management system and provision

of payroll services;

•         use of the Company’s accounting system;

•         use of the Company’s leased office equipment; and

•         use of the Company’s mobile phone contracts.

2.       TERM AND TERMINATION

Unless terminated earlier in accordance with its terms, the TSA will continue until the service

period for each service supplied under the TSA has expired or been terminated. The maximum

service period for which any of the services can be provided is until 30 June 2021, unless an

extension is agreed between the parties.

Pursuant to the terms of the TSA, TerraQuest may terminate any service by giving 1 month’s

notice to the Company.

In addition, the TSA may be terminated at any time by one party if the other: commits a material

breach; experiences an insolvency-related event; or is affected by an event of force majeure

which continues for a period of not less than 30 days.

F.        REVERSE TRANSITIONAL SERVICES AGREEMENT (“RTSA”)

1.       SCOPE

The RTSA will be entered into on Completion, between the Company and TerraQuest, to govern

the separation and transition of the TerraQuest business.

Pursuant to the RTSA, TerraQuest will provide the following services to the Company on the

terms of the agreement:

•         accounting services to support Group audit for the 2020 financial year; and

•         access to office space for Company employees.
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2.       TERM AND TERMINATION

Unless terminated earlier in accordance with its terms, the RTSA will continue until the service

period for each service supplied under the RTSA has expired or been terminated. The maximum

service period for which any of the services can be provided is until 30 June 2021, unless an

extension is agreed between the parties.

Pursuant to the terms of the RTSA, the Company may terminate any service by giving 1 months’

notice to TerraQuest.

In addition, the RTSA may be terminated at any time by one party if the other: commits a material

breach; experiences an insolvency-related event; or is affected by an event of force majeure

which continues for a period of not less than 30 days.
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PART IV

FINANCIAL INFORMATION RELATING TO THE TERRAQUEST GROUP

SECTION A: Nature of Financial Information                                                                                        

The following historical financial information relating to the TerraQuest Group, which includes

PortalPlanQuest Limited, has been extracted without material adjustment from the consolidation

schedules that underlie the audited consolidated financial information of Mears Group PLC for the

three years ended 31 December 2019 and the unaudited consolidated condensed interim financial

information for the six month period ended 30 June 2020.

The historical financial information represents the current composition of TerraQuest Group.

The financial information in this Part IV (Financial Information relating to the TerraQuest Group) does

not constitute statutory accounts within the meaning of section 434 of the Companies Act. The

consolidated statutory accounts for Mears Group PLC in respect of the three years ended 31 December

2019 have been delivered to the Registrar of Companies. The auditor’s reports in respect of those

statutory accounts were unqualified and did not contain statements under section 498(2) or (3) of the

Companies Act.

The financial information in this Part IV (Financial Information relating to the TerraQuest Group) has

been prepared using the IFRS accounting policies used to prepare the consolidated financial

statements of Mears Group PLC for the year ended 31 December 2019.

1.       Income Statements of the TerraQuest Group for the three years ended 31 December 2019
and for the six months ended 30 June 2020

                                                                                                                                                 Six months
                                                                    Year ended       Year ended       Year ended                ended
                                                                 31 December    31 December    31 December             30 June
all figures in £’000                                                  2017                  2018                  2019                  2020

Sales revenue                                                      9,951               12,841               20,879                 8,957

Cost of sales                                                        (4,701)              (6,217)              (9,029)              (3,538)
                                                                      ––––––––          ––––––––          ––––––––          ––––––––
Gross profit                                                         5,250                 6,624               11,850                 5,419

Other administrative expenses                            (4,675)              (4,082)              (6,783)              (2,994)

Exceptional costs                                                         –                        –                      (5)                      –
                                                                      ––––––––          ––––––––          ––––––––          ––––––––
Total administrative costs                                 (4,675)              (4,082)              (6,788)              (2,994)
                                                                      ––––––––          ––––––––          ––––––––          ––––––––
Operating Profit                                                     575                 2,542                 5,062                 2,425

Finance income                                                       109                        –                        –                        –

Finance costs                                                               –                    (31)                 (114)                      –
                                                                      ––––––––          ––––––––          ––––––––          ––––––––
Profit for the period before tax                             684                 2,511                 4,948                 2,425

Tax credit/(expense)                                                  54                      13                  (961)                  471
                                                                      ––––––––          ––––––––          ––––––––          ––––––––
Profit for the period                                               738                 2,524                 3,987                 2,896                                                                      ––––––––          ––––––––          ––––––––          ––––––––

LR13.5.6R

LR13.5.7G(1)

LR13.5.7G(2)

LR13.5.7G(3)(a)

LR13.5.30BR(2)

LR13.5.10

LR13.5.30BR(1)(b)

LR13.5.30BR(1)(c)
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2.       Net Liability Statement of the TerraQuest Group                                                                       

                                                                                                                                 As at                 As at
                                                                                                                    31 December             30 June
all figures in £’000                                                                                                     2019                  2020

Non-current assets
Intangible assets                                                                                                      3,417                 4,736

Property, plant and equipment                                                                                    635                    510

Right of use assets                                                                                                     732                    732

Investments accounted for using equity method                                                            1                        1

Deferred tax asset                                                                                                        92                      92
                                                                                                                         ––––––––          ––––––––
                                                                                                                                4,877                 6,071

Current assets
Trade and other receivables                                                                                    3,094                 3,841

Cash and cash equivalents                                                                                     4,749                 7,228
                                                                                                                         ––––––––          ––––––––
                                                                                                                                7,843               11,069
                                                                                                                         ––––––––          ––––––––
Total assets                                                                                                          12,720               17,140                                                                                                                          ––––––––          ––––––––
Current liabilities
Trade and other payables                                                                                        6,310                 8,306

Lease liabilities                                                                                                           147                    147

Current tax liabilities                                                                                                   956                    485
                                                                                                                         ––––––––          ––––––––
                                                                                                                                7,413                 8,938
                                                                                                                         ––––––––          ––––––––

Non-current liabilities
Lease liabilities                                                                                                           641                    641

Amounts owed to group undertakings                                                                     6,086                 6,085
                                                                                                                         ––––––––          ––––––––
                                                                                                                                6,727                 6,726
                                                                                                                         ––––––––          ––––––––
Net assets/(liabilities)                                                                                           (1,420)               1,476                                                                                                                          ––––––––          ––––––––

LR13.5.30BR(1)(a)

LR13.5.30BR(1)(c)

LR13.5.10
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                                                             PART V                                                              

UNAUDITED PRO FORMA FINANCIAL INFORMATION OF
THE CONTINUING GROUP

SECTION A: Unaudited Pro Forma Financial Information

The� unaudited� pro� forma� financial� information� for� Mears� Group� (the� “Pro Forma Financial
Information”)�has�been�prepared�on�the�basis�of�the�notes�set�out�below�to�illustrate�the�effect�of�the
Disposal�on�the� income�statement�as� if� it�had�occurred�on�1�January�2020�and�on�the�net�assets�of

Mears�Group�as�if�it�had�occurred�on�30�June�2020.

The�Pro�Forma�Financial� Information�has�been�produced� for� illustrative�purposes�only,�by� its�nature

addresses� a� hypothetical� situation� and� therefore� does� not� represent�Mears�Group’s� actual� financial

position�or�results.

The�Pro�Forma�Financial�Information�has�been�prepared�in�accordance�with�Listing�Rule�13.3.3R�and

in�a�manner�consistent�with�the�accounting�policies�adopted�by�Mears�Group�in�preparing�its�unaudited

consolidated�condensed�interim�financial�report�for�the�six�months�ended�30�June�2020.

The�Pro�Forma�Financial� Information�does�not�constitute� financial�statements�within� the�meaning�of

section�434�of�the�Companies�Act�2006.�Investors�should�read�the�whole�of�this�Circular�and�not�rely

solely�on� the� information� in� this�Part�V� (Unaudited Pro Forma Financial Information).�The�Reporting
Accountants’� report� on� the� Pro� Forma� Financial� Information� is� set� out� in� Section� B� of� this� Part� V

(Unaudited Pro Forma Financial Information).

1.       Unaudited Pro Forma Income Statement                                                                                     

Adjustments relating to the disposal
                                                                       Mears   TerraQuest

                                                                Group PLC           Group
                                                               Six months   Six months
                                                                       ended           ended
                                                                    30 June        30 June       Profit on            Other   Pro Forma
                                                                         2020             2020       disposal          effects              total

all figures in £’000                                         (Note 1)       (Note 2)       (Note 3)       (Note 4)       (Note 5)

Sales revenue ��������������������������������������������406,963����������(8,957)�����������������– ������������������– �������398,006
Cost�of�sales ����������������������������������������������(327,445)����������3,538������������������– ������������������–������(323,907)
�����������������������������������������������������������������––––––––����––––––––����––––––––����––––––––����––––––––
Gross profit��������������������������������������������������79,518����������(5,419)�����������������– ������������������– ���������74,099
Other administrative expenses ��������������������(80,525)����������2,994������������������– ����������������62��������(77,469)

Exceptional�costs ���������������������������������������������������– ������������������–����������(3,100)�����������������–����������(3,100)

Amortisation�of�acquisition�intangibles ����������(5,714)�����������������– ������������������– ������������������–����������(5,714)
�����������������������������������������������������������������––––––––����––––––––����––––––––����––––––––����––––––––
Total administrative costs �������������������������(86,239)����������2,994����������(3,100)���������������62��������(86,283)
�����������������������������������������������������������������––––––––����––––––––����––––––––����––––––––����––––––––
Operating Profit �������������������������������������������(6,721)���������(2,425)���������(3,100)���������������62��������(12,184)
Profit�on�disposal�of�subsidiary ������������������������������– ������������������– ���������59,296������������������– ���������59,296

Share�of�profits of associates ����������������������������357������������������– ������������������– ������������������– ��������������357

Finance�income��������������������������������������������������163������������������– ������������������– ������������������– ��������������163

Finance�costs�������������������������������������������������(5,303)�����������������– ������������������– ��������������518����������(4,785)
�����������������������������������������������������������������––––––––����––––––––����––––––––����––––––––����––––––––
Profit/(loss) for the year before tax ����������(11,504)���������(2,425)��������56,196��������������580���������42,847
Tax�credit/(expense)����������������������������������������1,562�������������(471)�����������������– ������������������– �����������1,091
�����������������������������������������������������������������––––––––����––––––––����––––––––����––––––––����––––––––
Profit/(loss) for the year ������������������������������(9,942)���������(2,896)��������56,196��������������580���������43,938                                                                 ––––––––    ––––––––    ––––––––    ––––––––    ––––––––

LR13.5.7G(3)(c)

Ann�20,�2.1

Ann�20,�1.1(a)

Ann�20,�1.1(b)

Ann�20,�2.3
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Notes:                                                                                                                                                                                                  

1. ����The�results�have�been�extracted,�without�material�adjustment,�from�the�published�unaudited�consolidated�condensed�interim

financial�report�of�Mears�Group�as�at�30�June�2020�(the�“2020 Interim Financial Statements”).

2. ����The�results�have�been�extracted,�without�material�adjustment,� from�the�unaudited� financial� information�set�out� in�Part� IV

(Financial Information relating to the TerraQuest Group).

3. ����Transaction�adjustments�include�£3.1m�estimated�transaction�costs�as�well�as�profit�on�disposal�of�£59.3m.�The�profit�on

disposal�figure�is�calculated�as�follows:

                                                                                                                                                                                            £’000

Initial�cash�consideration �������������������������������������������������������������������������������������������������������������������������������������������������54,766

Daily�Factor�(£6,112�x�182�days�to�30�June�2020)������������������������������������������������������������������������������������������������������������1,112

Rollover�Loan�Notes ���������������������������������������������������������������������������������������������������������������������������������������������������������������65

Consideration�Loan�Notes �������������������������������������������������������������������������������������������������������������������������������������������������3,160

Present�fair�value�of�deferred�and�contingent�consideration���������������������������������������������������������������������������������������������6,000
������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������––––––––
Total consideration ��������������������������������������������������������������������������������������������������������������������������������������������������������65,103
Net�assets�of�TerraQuest�Group���������������������������������������������������������������������������������������������������������������������������������������(1,476)

Elimination�of�goodwill�arising�on�consolidation ���������������������������������������������������������������������������������������������������������������(4,331)
������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������––––––––
Profit on disposal ����������������������������������������������������������������������������������������������������������������������������������������������������������59,296
������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������––––––––

4. ����Other�effects�of�the�transaction�for�the�six�months�to�June�2020�include�£0.1m�in�respect�of�the�Mears�Group�administrative

recharge�to�the�TerraQuest�Group�for�the�period�and�£0.5m�reduction�in�finance�costs�as�a�result�of�the�reduction�in�group

debt.�No�adjustment�has�been�made�in�relation�to�interest�on�Consideration�Loan�Notes.

5. ����The�unaudited�pro�forma�income�statement�does�not�reflect�any�trading�or�other�transactions�undertaken�by�the�Continuing

Group�or�the�TerraQuest�Group�since�30�June�2020.

Ann�20,�1.1(c)

Ann�20,�2.2
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2.       Unaudited Pro Forma Net Assets Statement                                                                              

Adjustments related to the disposal
                                                                            Mears        TerraQuest

                                                                     Group PLC                Group
                                                                              As at                 As at       Transaction          Pro forma
                                                                30 June 2020    30 June 2020      adjustments                   total

all figures in £’000                                              (Note 1)             (Note 2)             (Note 3)             (Note 4)

Non-current assets
Goodwill �����������������������������������������������������������123,204 �����������������������–���������������(4,331) �����������118,873

Intangible�assets ������������������������������������������������24,176���������������(4,736)����������������������– ��������������19,440

Property,�plant�and�equipment ���������������������������25,821 ������������������(511)����������������������– ��������������25,310

Right�of�use�assets ������������������������������������������264,210������������������(732)����������������������– ������������263,478

Investments accounted�for�using�

equity�method������������������������������������������������������893 �����������������������– ���������������������63 �������������������956

Pension�and�other�employee�benefits �����������������3,605 �����������������������– �����������������������– ����������������3,605

Pension�guarantee�assets ���������������������������������66,604 �����������������������– �����������������������– ��������������66,604

Deferred�tax�asset������������������������������������������������5,008��������������������(92)����������������������– ����������������4,916
����������������������������������������������������������������������–––––––– ���������–––––––– ���������–––––––– ���������––––––––
�������������������������������������������������������������������������513,521���������������(6,071)��������������(4,268)�����������503,182

Current assets
Assets�classified�as�held�for�sale�������������������������4,302 �����������������������– �����������������������– ����������������4,302

Inventories����������������������������������������������������������39,972 �����������������������– �����������������������– ��������������39,972

Trade�and�other�receivables ����������������������������122,794���������������(3,841)���������������9,080 ������������128,033

Current�tax�assets���������������������������������������������������180 �����������������������– �����������������������– �������������������180

Cash�and�cash�equivalents��������������������������������61,820���������������(7,228)���������������2,985 ��������������57,577
����������������������������������������������������������������������–––––––– ���������–––––––– ���������–––––––– ���������––––––––
�������������������������������������������������������������������������229,068 �������������(11,069)�������������12,065 ������������230,064
����������������������������������������������������������������������–––––––– ���������–––––––– ���������–––––––– ���������––––––––
Total assets�����������������������������������������������������742,589�������������(17,140)���������������7,797 ������������733,246                                                                      ––––––––          ––––––––          ––––––––          ––––––––
Current liabilities
Trade�and�other�payables ��������������������������������157,972���������������(8,306)����������������������– ������������149,666

Financial�liabilities ���������������������������������������������������587 �����������������������– �����������������������– �������������������587

Lease�liabilities���������������������������������������������������41,299������������������(147)����������������������– ��������������41,152

Provisions����������������������������������������������������������������404 �����������������������– �����������������������– �������������������404

Current�tax�liabilities����������������������������������������������������–������������������(485)������������������485 �����������������������–

Liabilities�related�to�assets�classified

as�held�for�sale �������������������������������������������������2,278 �����������������������–������������������������������������������2,278
����������������������������������������������������������������������–––––––– ���������–––––––– ���������–––––––– ���������––––––––
�������������������������������������������������������������������������202,540���������������(8,938)������������������485 ������������194,087
����������������������������������������������������������������������–––––––– ���������–––––––– ���������–––––––– ���������––––––––
Non-current liabilities
Long-term�borrowing�and�overdrafts����������������124,258 �����������������������–�������������(55,878)�������������68,380

Pension�and�other�employee�benefits ���������������80,946 �����������������������– �����������������������– ��������������80,946

Deferred�tax�liabilities�������������������������������������������3,223 �����������������������–������������������(485)���������������2,738

Financial�liabilities ���������������������������������������������������338 �����������������������– �����������������������– �������������������338

Lease�liabilities�������������������������������������������������228,352������������������(641)����������������������– ������������227,711

Other�creditors �����������������������������������������������������4,501 �����������������������– �����������������������– ����������������4,501

Amounts�owed�to�Group ���������������������������������������������–���������������(6,085)���������������6,085 �����������������������–
����������������������������������������������������������������������–––––––– ���������–––––––– ���������–––––––– ���������––––––––
�������������������������������������������������������������������������441,618���������������(6,726)������������(50,278)�����������384,614
����������������������������������������������������������������������–––––––– ���������–––––––– ���������–––––––– ���������––––––––
Net assets ���������������������������������������������������������98,431���������������(1,476)�������������57,590 ������������154,545                                                                      ––––––––          ––––––––          ––––––––          ––––––––

Ann�20,�1.1(b)

Ann�20,�2.3
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Notes:                                                                                                                                                                                                  

1. ����The�results�have�been�extracted,�without�material�adjustment,�from�the�published�unaudited�consolidated�condensed�interim

financial�report�of�Mears�Group PLC as�at�30�June�2020�(the�“2020 Interim Financial Statements”).

2. ����The�results�have�been�extracted,�without�material�adjustment,� from�the�unaudited� financial� information�set�out� in�Part� IV

(Financial Information relating to the TerraQuest Group).

3. ����The�transaction�adjustments�include�the�following�elements:

• ������£4.3m�for�the�elimination�of�goodwill�recognised�on�consolidation�for�Mears�Group;

• ������transaction�costs�estimated�at�£3.1m�and�included�in cash�and�cash�equivalents;�and

• ������the repayment of�the £6.1m�intercompany�loan owed from�the�TerraQuest�Group with�the�cash�impact�for�the�resultant

Group�included�in�cash�and�cash�equivalents.

The�transaction�consideration�is�represented�by:

• ������£0.06m�of�retained�investment�in�the�TerraQuest�Group;

• ������£9.1m� debtor� made� up� of� the� present� fair� value� of� the� deferred� and� contingent� consideration� (£6.0m)� and� the

Consideration�Loan�Notes�(£3.1m);�and

• ������£55.9m� reduction� in� long-term�borrowing�as�a� result�of� the� initial� cash�consideration� (£54.8m) and the�Daily�Factor

(£1.1m).

4. ����The� unaudited� pro� forma� statement� of� net� assets� does� not� reflect� any� trading� or� other� transactions� undertaken� by� the

Continuing�Group�or�the�TerraQuest�Group�since�30�June�2020.

5. ����The�pro�forma�net�debt�as�at�30�June�2020�of £10.8m comprises�the�following�elements:

• ������Long-term�borrowing�and�overdrafts�of £68.4m;�and�

• ������Cash�and�cash�equivalents�of�£57.6m

Ann�20,�1.1(c)

Ann�20,�2.2
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Part B: Accountant’s Report on Pro Forma Financial Information

The�Directors ��������������������������������������������������������������������������������������������������������������

Mears�Group PLC

1390�Montpellier�Court

Gloucester�Business�Park

Brockworth

Gloucester

GL3�4AH

Investec�Bank�Plc

30�Gresham�Street

London

EC2V�7QP

6 November�2020

Dear�Ladies�and�Gentlemen

Mears Group PLC (the “Company”)

We�report�on�the�pro�forma�financial� information�(the�“Pro Forma Financial Information”)�set�out�in
section�A�of�Part�V�of�the�Company’s�circular�dated 6 November�2020�(the�“Circular”)�which�has�been
prepared�on� the�basis�described� in� the�notes� to� the�Pro�Forma�Financial� Information,� for� illustrative

purposes�only,�to�provide�information�about�how�the�disposal�of�TerraQuest�Group�might�have�affected

the�financial�information�presented�on�the�basis�of�the�accounting�policies�adopted�by�the�Company�in

preparing�the�financial�statements�for�the�period�ended�30�June�2020.�This�report�is�required�by�item

13.3.3R� of� the� Listing� Rules� of� the� UK� Listing�Authority� (the� “Listing Rules”)� and� is� given� for� the
purpose�of�complying�with�that�Listing�Rule�and�for�no�other�purpose.

Responsibilities

It�is�the�responsibility�of�the�directors�of�the�Company�to�prepare�the�Pro�Forma�Financial�Information

in�accordance�with�item�13.3.3R�of�the�Listing�Rules.

It� is�our� responsibility� to� form�an�opinion,�as�required�by� item�13.3.3R�of� the�Listing�Rules�as� to� the

proper�compilation�of�the�Pro�Forma�Financial�Information�and�to�report�our�opinion�to�you.

Save� for� any� responsibility� which� we�may� have� to� those� persons� to� whom� this� report� is� expressly

addressed�and�which�we�may�have�to�shareholders�of�the�Company�as�a�result�of�the�inclusion�of�this

report�in�the�Circular,�to�the�fullest�extent�permitted�by�law�we�do�not�assume�any�responsibility�and�will

not�accept�any� liability� to�any�other�person� for�any� loss�suffered�by�any�such�person�as�a� result�of,

arising�out�of,�or� in�connection�with�this�report�or�our�statement,�required�by�and�given�solely�for�the

purposes� of� complying� with� item� 13.4.1R(6)� of� the� Listing� Rules,� consenting� to� its� inclusion� in� the

Circular.

Basis of opinion

We� conducted� our� work� in� accordance� with� the� Standards� for� Investment� Reporting� issued� by� the

Auditing�Practices�Board�in�the�United�Kingdom.�The�work�that�we�performed�for�the�purpose�of�making

this�report,�which�involved�no�independent�examination�of�any�of�the�underlying�financial�information,

consisted� primarily� of� comparing� the� unadjusted� financial� information� with� the� source� documents,

considering� the� evidence� supporting� the� adjustments� and� discussing� the� Pro� Forma� Financial

Information�with�the�directors�of�the�Company.

We�planned�and�performed�our�work�so�as�to�obtain�the�information�and�explanations�we�considered

necessary�in�order�to�provide�us�with�reasonable�assurance�that�the�Pro�Forma�Financial�Information

has�been�properly�compiled�on�the�basis�stated�and�that�such�basis�is�consistent�with�the�accounting

policies�of�the�Company.
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Opinion

In�our�opinion:

(a) �����the�Pro�Forma�Financial�Information�has�been�properly�compiled�on�the�basis�stated;�and

(b) �����such�basis�is�consistent�with�the�accounting�policies�of�the�Company.

Yours�faithfully

PricewaterhouseCoopers LLP
Chartered Accountants
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PART VI

ADDITIONAL INFORMATION

1.       RESPONSIBILITY                                                                                                                           

The� Company� and� the� Directors� whose� names� are� set� out� in� paragraph� 2� below,� accept

responsibility�for�the�information�contained�in�this�document.�To�the�best�of�the�knowledge�and

belief�of�the�Company�and�the�Directors�(who�have�taken�all�reasonable�care�to�ensure�that�such

is�the�case)�the�information�contained�in�this�document�is�in�accordance�with�the�facts�and�does

not�omit�anything�likely�to�affect�the�import�of�such�information.

2.       DIRECTORS

2.1�����Directors

The�current�Directors�and�their�positions�are�as�follows:

Name Position

Kieran�Murphy Chairman

David�Miles Chief�Executive�Officer

Andrew�Smith Finance�Director

Alan�Long Executive�Director

Geraint�Davies Non-Executive�Director

Julia�Unwin Non-Executive�Director

Roy�Irwin Non-Executive�Director

Jim�Clarke Non-Executive�Director

Christopher�Loughlin Non-Executive�Director

Claire�Gibbard Employee�Director

2.2     Interests of  the Directors in Shares                                                                                             

Each�of�the�interests�in�the�share�capital�of�the�Company�of�the�Directors�(all�of�which,�unless

otherwise�stated,�are�beneficial)�as�at�the�Latest�Practicable�Date�are�as�follows:

% of issued
Directors No. of Shares share capital

David�Miles 175,020 0.16%

Andrew�Smith 130,000 0.12%

Alan�Long 36,230 0.03%

Geraint�Davies 2,500 0.002%

2.3     Interests of  the Directors under Share Plans

Each�of�the�interests�in�the�share�capital�of�the�Company�of�the�Directors�(all�of�which,�unless

otherwise�stated,�are�beneficial)�as�at�the�Latest�Practicable�Date�are�as�follows:

Directors Type of award                    No. of Shares                     Vesting Date

David�Miles LTIP ������������������������������������57,750 ��������������������������������2010

David�Miles MIP �������������������������������������106,979 ������������������������������2018

Andrew�Smith MIP �������������������������������������69,333 ��������������������������������2018

Alan�Long MIP �������������������������������������56,727 ��������������������������������2018

LR13.4.1R(4)

Ann�1,�1.2

Ann�1,�15.2
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2.4     Directors’ terms of  appointment                                                                                                  

Date of Notice period
contract/letter by Company

Director of appointment or Director

David�Miles June�2008 Twelve�months

Andrew�Smith June�2008 Twelve�months

Alan�Long August�2009 Twelve�months

Kieran�Murphy January�2019 Six�months

Geraint�Davies October�2015 Six�months

Julia�Unwin January�2016 Six�months

Roy�Irwin February�2017 Six�months

Jim�Clarke July�2019 Six�months

Chris�Loughlin September�2019 Six�months

Claire�Gibbard July�2020 One�month

3.       DETAILS OF KEY INDIVIDUALS FOR THE TERRAQUEST GROUP                                           

The� following� individuals� are� deemed� key� to� the� operations� of�TerraQuest� by� the�Company’s

management:

Name Position
Geoffrey�Keal Managing�Director

David�Bellamy Operations�Director

Laurie�Cunningham Solutions�Director

Craig�Harper Sales�and�Marketing�Director

Simon�White Finance�Director

4.       MAJOR INTERESTS IN SHARES                                                                                                  

Set�out�in�the�table�are�the�names�of�those�persons,�other�than�the�Directors,�who,�insofar�as�is

known� to� the�Company,�are� interested,�directly�or� indirectly,� in� three�per� cent.� or�more�of� the

Company’s�total�voting�rights�and�capital�in�issue.

Percentage of
Issued Existing

Name Number of Shares Shares

PrimeStone�Capital 13,633,100 12.34

Shareholder�Value�Management 10,892,431 9.86

Fidelity�Mgt�&�Research� 10,314,114 9.33

Majedie�Asset�Management 10,121,484 9.16

Heronbridge�Investment�Management 6,524,450 5.90

Artemis�Investment�Mgt 6,223,218 5.63

Columbia�Threadneedle�Investments 6,151,539 5.57

Legal�&�General�Investments�Mgt� 4,959,981 4.49

M&G�Investments� 4,706,303 4.26

Dimensional�Fund�Advisors 4,650,366 4.21

The�Company�is�not�aware�of�any�person�who�exercises,�or�could�exercise,�directly�or�indirectly,

jointly�or�severally,�control�over�the�Company.

5.       MATERIAL CONTRACTS                                                                                                                

The�following�sections�contain�summaries�of�the�principal�terms�of�each�material�contract�(other

than� contracts� entered� into� in� the� ordinary� course� of� business)� to� which� any�member� of� the

Continuing�Group�or�the�TerraQuest�Group�is�a�party,�for�the�two�years�immediately�preceding

the�date�of�this�document�and�any�other�contract�(not�being�a�contract�entered�into�in�the�ordinary

course� of� business)� entered� into� by� any�member� of� the�Continuing�Group� or� the�TerraQuest

Group�which�contains�any�provision�under�which�any�member�of� the�Continuing�Group�or� the

Ann�1,�14.2

LR10.4.1R(2)(g)

LR13.4.1R(1)

LR10.4.1R(2)(j)

Ann�1,�16.1

Ann�1,�20
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TerraQuest�Group�has�any�obligation�or�entitlement�which�is�material�to�the�Continuing�Group�or

the�TerraQuest�Group�as�at�the�date�of�this�document.

5.1     The Continuing Group

Principal Terms of  the Disposal

Your�attention� is�drawn�to�Part� III� (Principal Terms of  the Transaction)�of� this�document�which
contains�summaries�of� the�Disposal�Agreement,�Shareholders’�Agreement,�Topco�Articles�and

the�Consideration�Loan�Note.

Sponsor Agreement

The�Company�has�engaged�Investec�as�its�sponsor�in�connection�with�the�Disposal�pursuant�to

a� sponsor� agreement� dated 5 November 2020� (“Sponsor Agreement”).� The� Sponsor
Agreement� contains,� amongst� other� things,� certain� obligations� on� the� Company,� which� are

customary,�including�that�the�Company�agrees�to�comply�with�the�Listing�Rules�and�to�pay�a�fee

to�Investec�on�terms�agreed�between�Investec�and�the�Company.

The�Sponsor�Agreement�contains�certain�warranties�and�indemnities�from�the�Company,�together

with� provisions� which� enable� Investec� to� terminate� the� Sponsor� Agreement� in� certain

circumstances�prior�to�Completion,�including�circumstances�where�any�warranties�are�found�to

be�untrue�or�inaccurate�in�any�material�respect.�The�liability�of�the�Company�under�the�Sponsor

Agreement�is�unlimited.

Revolving Credit Facility Agreement and Amendment

The�Company�is�party�to�a�£192,700,000�revolving�credit�facility�agreement�dated�9�September

2011�and�amended�on�23�August�2012,�12�November�2013,�1�February�2016,�amended�and

restated�on�29�November�2017�and�as�further�amended�on�9�June�2020,�together�with,�amongst

others,�certain�of�its�subsidiaries�as�borrowers�and�guarantors�and�Barclays�Bank�PLC,�HSBC

UK�Bank�plc�and�The�Governor�and�Company�of�the�Bank�of�Ireland�as�lenders�and�Barclays

Bank�PLC�as�agent�(the�“Revolving Credit Facility Agreement”).�The�Revolving�Credit�Facility
Agreement�was�further�amended�by�the�Amendment.�The�facility�matures�on�29�November�2022,

although�£22,700,000�of�the�commitments�(the�“Non-Core Commitments”)�under�the�revolving
credit� facility� must� be� repaid� by� 29� June� 2021� (although� that� date� may� be� extended� in� two

six months�increments�at�the�request�of�Mears�Group�PLC�(subject�to�the�approval�of�the�lenders)

to�29�June�2022).�It� is�not�an�express�condition�under�the�Amendment�or�the�Revolving�Credit

Facility� Agreement� that� the� Non-Core� Commitments� be� cancelled� as� a� consequence� of� the

Disposal.

A�commitment�fee�of�40�per�cent.�of�the�applicable�margin�is�payable�on�the�undrawn�amount�of

the� revolving�credit� facility.�The� revolving�credit� facility� is� subject� to�a�margin� ratchet�which� is

linked� to� financial� covenant� levels.�Agency� fees� are� also� payable.�An� amendment� fee�will� be

payable�as�a�result�of�the�Amendment.�The�Revolving�Credit�Facility�Agreement�is�unsecured�and

contains� financial� covenants,� as�well� as� customary� representations,� covenants� and� events� of

default.�The�Revolving�Credit�Facility�Agreement�requires�mandatory�prepayment�upon�a�change

of�control�of�Mears�Group PLC set�out�in�more�detail�therein.�Other�than�as�set�out�above�with

respect�to�the�Amendment�there�are,�however,�no�automatic�mandatory�prepayment�obligations

which�arise�as�a�result�of�the�Disposal.

In�connection�with�the�Disposal,�the�Group�has�entered�the�Amendment:

The� principal� amendments� to� the� Revolving� Credit� Facility� Agreement� effected� by� the

Amendment�are�summarised�as�follows:

• ��������the�lenders�consent�to�the�Disposal�(and�the�resignation�of�TerraQuest�as�a�borrower�and

a�guarantor�under�the�Revolving�Credit�Facility�Agreement);

• ��������the�existing�financial�covenants�will�not�be�tested�on�the�December�2020�and�June�2021

testing�dates�provided�for�under�the�Revolving�Credit�Facility�Agreement;
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• ��������new�financial�covenants�requiring�a�minimum�level�of�EBITDA�and�a�maximum�level�of�net

borrowings�will�be� introduced�and� tested at� the�December�2020�and�June�2021� testing

dates�only.� In�setting� these�amended�covenants,� the�Company�was�required� to�prepare

projections�on�the�basis�of�the�reasonable�worst�scenario�for�the�working�capital�statement

contained�in�this�document.�This�has�also�involved�making�certain�assumptions�regarding

the�potential�evolution�of�the�COVID-19�pandemic�and�its�potential�impact�on�the�Group�in

that�reasonable�worst�case�scenario;

The�amended�covenants�based�on�the�outcome�of�the�Resolution�are�detailed�below. EBITDA�is

calculated�on�a�pre-IFRS�16�basis.

                                                            If shareholders vote in        If shareholders do not vote
                                                          favour of the Resolution       in favour of the Resolution
                                                            Minimum         Maximum          Minimum         Maximum
                                                     Consolidated   Consolidated   Consolidated   Consolidated
                                                             Adjusted                    Net          Adjusted                    Net
Covenant Test Date                              EBITDA     Borrowings            EBITDA     Borrowings

Relevant Period Ending
31 December 2020����������������������(£9,000,000)����£63,000,000������(£5,000,000)��£108,000,000

Relevant Period Ending
30 June 2021 ��������������������������������£3,800,000 �����£95,000,000 �������£7,800,000 ���£140,000,000

• ��������a�new�minimum�liquidity� financial�covenant�will�be� introduced�and�tested�monthly�which

requires� the�Company� to�maintain�a�minimum� liquidity�headroom�at�each�month�end�of

£40 million�reducing�by�any�subsequent�reduction�in�the�Commitments;

• ��������until� 1� January� 2022,� with� respect� to� certain� permitted� acquisitions� for� which� the

consideration� is� less� than� £15�million,� there�will� be� additional� requirements� that:� (i)� no

default�be�continuing�under�the�Revolving�Credit�Facility�Agreement�on�the�closing�date�of

such� acquisition� or� would� occur� as� a� result� of� such� acquisition;� and� (ii)� the� Company

confirm� to� the� facility� agent� under� the� Revolving� Credit� Facility� Agreement� that� it� will

comply� with� the� financial� covenants� for� the� testing� period� ending� 12� months� after� the

relevant�acquisition;

• ��������until�1�January�2022,�acquisitions�made�by�the�Property�Group�for�consideration�not�less

than�£15�million�and�acquisitions�made�by�the�Core�Group�with�an�aggregate�consideration

in�any�financial�year�not�exceeding�£60�million,�which�in�either�case,�do�not�fall�in�one�of

the� other� categories� of� permitted� acquisitions� under� the� Revolving� Credit� Facility

Agreement,�will�not�be�permitted;

• ��������until�1�January�2022,�the�general�permission�in�the�Revolving�Credit�Facility�Agreement�for

the�Group�to�make�disposals�which�fall�outside�the�other�specific�categories�of�permitted

disposals�will�be�reduced.�The�aggregate�market�value�of�the�assets which�are the�subject

of�such�disposals�will�reduce�from�£20�million�in�any�financial�year�to�£2.5�million�for�the

period�from�the�effective�date�of�the�Amendment�until�the�end�of�the�current�financial�year

and� £10� million� for� the� financial� year� ending� 2021� (for� the� avoidance� of� doubt� this

permission� does� not� impact� the� Disposal� and� the� Disposal� does� not� impact� this

permission);�and

• ��������following�the�occurrence�of�the�Disposal,�the�commitments�provided�under�the�Revolving

Credit� Facility� Agreement� (other� than� the� Non-Core� Commitments)� (the� “Core
Commitments”)�will�be�reduced�from�£170�million�to�£145�million.

From�the�occurrence�of�the�December�2021�testing�date,�the�financial�covenants�shall�revert�to

the� requirements� (including� the� covenant� levels)� set� out� in� the� Revolving� Credit� Facility

Agreement� in� force� immediately� prior� to� the� occurrence� of� the� Amendment,� save� that� the

leverage�covenant�for�the�December�2021�testing�date�only�shall�be�3.5:1.
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If�the�Shareholders�do�not�vote�in�favour�of�the�Resolution�and�the�Disposal�does�not�complete,

then�the�principal�amendments�to�the�Revolving�Credit�Facility�Agreement�summarised�above�will

continue�in�force,�except�that:

• ��������the�minimum�level�of�EBITDA�and�the�maximum�level�of�net�borrowings�to�be�tested�under

the� new� financial� covenants� referred� to� above at the� December� 2020� and� June� 2021

testing�dates�will�be�varied�to�reflect�the�fact�that�the�TerraQuest�Group�remains�part�of�the

Group;�and

• ��������the�Core�Commitments�will�remain�at�£170�million.

Share Sale Agreements for the Mears Domiciliary Care businesses

On�31�January�2020,�Mears�Extra�Care�Limited�(“Mears Extra Care”),�a�wholly-owned�subsidiary
of� the� Company,� entered� into� a� share� sale� agreement� with� Cera� Care� Operations� Holdings

Limited�(“Cera Care”)�to�sell�Mears�Extra�Care’s�entire�shareholding�in�the�capital�of�Mears�Care
Limited.�Mears�Care�Limited�provides�domiciliary�care�in�England�and�Wales.�The�disposal�was

completed�on�3�February�2020.�As�consideration�for�the�sale,�Mears�Extra�Care�became�entitled

to� a� cash� consideration� of� £4.0m� payable� on� completion,� and� a� further� £1.0m� of� deferred

consideration�receivable�over�the�following�twelve�months.�The�proceeds�from�the�disposal�were

to�be�used�to�reduce�the�Continuing�Group’s�indebtedness.

Under�the�terms�of�the�share�sale�agreement,�Mears�Extra�Care�agreed�to�indemnify�Cera�Care

against�certain�potential�liabilities,�in�particular�any�loss�arising�in�relation�to�a�“Retained�Business

Transfer�Agreement”�(through�which�Mears�Extra�Care�retained�the�part�of�the�business�relating

to� “Extra�Care”� services).Mears�Extra�Care’s� liability� under� such� indemnities� is� capped� at� an

amount�equal�to�the�total�consideration.

On�25�September�2020,�Mears�Extra�Care�entered�into�a�share�sale�agreement�with�Cera�Care

to�sell�Mears�Extra�Care’s�entire�shareholding�in�the�capital�of�Mears�Care�(Scotland)�Limited.

Mears� Care� (Scotland)� Limited� provides� domiciliary� care� in� Scotland.� The� disposal� was

completed� on� 25� September� 2020.�As� consideration� for� the� sale,�Mears� Extra�Care� became

entitled�to�a�cash�consideration�of�£2.0m�payable�on�completion,�and�a�further�£0.5m�of�deferred

consideration�receivable�twelve�months�after�completion.�The�proceeds�from�the�disposal�were

to�be�used�to�reduce�the�Continuing�Group’s�indebtedness.

Under�the�terms�of�the�share�sale�agreement,�Mears�Extra�Care�agreed�to�indemnify�Cera�Care

against�certain�potential�liabilities,�in�particular�any�loss�arising�in�relation�to�a�“Retained�Business

Transfer� Agreement”� (as� Mears� Extra� Care� retained� the� part� of� the� business� relating� to

“Supported�Living”�services). Mears�Extra�Care’s�liability�under�such�indemnities�is�capped�at�an

amount�equal�to�the�total�consideration.

5.2     The TerraQuest Group

Transitional Services Agreement and Reverse Transitional Services Agreement

Other�than�the�Transitional�Services�Agreement�and�Reverse�Transitional�Services�Agreement,

details�of�which�are�summarised�in�Part�III�(Principal Terms of  the Disposal)�of�this�document,
there�are�no�contracts�outside�the�ordinary�course�of�business�which�have�been�entered�into�by

the�TerraQuest�Group�within�the�two�years�immediately�preceding�the�date�of�this�document�and

are,�or�may�be,�material�to�the�TerraQuest�Group�and�which�contain�any�provisions�under�which

the�relevant�TerraQuest�Group�member�has�any�obligations�or�entitlements�which�are,�or�may�be,

material�to�the�TerraQuest�Group�as�at 5 November 2020�(being�the�latest�practicable�date�prior

to�the�date�of�this�document).
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6.       MATERIAL LEGAL AND ARBITRATION PROCEEDINGS                                                            

6.1     The Continuing Group

There�are�no,�nor�have�there�been�any,�governmental,�legal�or�arbitration�proceedings�(including

any�such�proceedings�which�are�pending�or�threatened�of�which�the�Company�is�aware),�during

a�period�covering�at�least�the�previous�12�months�prior�to�the�publication�of�this�document�which

may� have,� or� have� had� in� the� recent� past� significant� effects� on� the� Company� and/or� the

Continuing�Group’s�financial�position�or�profitability.

6.2     The TerraQuest Group

There�are�no,�nor�have�there�been�any,�governmental,�legal�or�arbitration�proceedings�(including

any� proceedings�which� are� pending� or� threatened� of�which� the�Company� is� aware)� during� a

period�covering�at�least�the�previous�12�months�prior�to�the�publication�of�this�document�which

may� have,� or� have� had� in� the� recent� past,� significant� effects� on� TerraQuest� Group� financial

position�or�profitability.

7.       WORKING CAPITAL                                                                                                                       

The�Company� is�of� the�opinion� that� taking� into�account� the�net�proceeds�of� the�Disposal,� the

revised� facilities� available� to� the� Continuing� Group� and� existing� cash,� the� working� capital

available�to�the�Continuing�Group�is�sufficient�for�its�present�requirements,�that�is,�for�at�least�the

twelve�months�following�the�date�of�publication�of�this�document.

(A)      Impact of  COVID-19

In�preparing�the�working�capital�statement�above,�the�Company�is�required�to�identify,�define�and

consider� a� reasonable� worst� case� scenario.� That� has� involved� making� certain� assumptions

regarding� the� potential� evolution� of� the� COVID-19� pandemic� and� its� potential� impact� on� the

Group�in�that�reasonable�worst�case�scenario.

The�reasonable�worst�case�projections�prepared�by� the�Company,�which� take� into�account� its

available� debt� facilities� and� the� net� proceeds� of� the� Disposal� show� that� there� is� no� liquidity

shortfall�or�covenant�breach�in�the�12�month�period�following�the�date�of�this�document.�However,

given� the�uncertainties�as� to� the�ultimate�potential� impact�of�COVID-19�on� the�Group�and� its

business,�the�Company�believes�that�it�is�appropriate�to�provide�additional�disclosure�on�the�key

COVID-19�assumptions�included�in�the�Group’s�reasonable�worst�case�scenario�in�relation�to�the

prospective� impact� of,� and� business� disruption� during,� the� COVID-19� pandemic� in� that

reasonable�worst�case�scenario.

(B)      COVID-19 – reasonable worst case assumptions

The�key�COVID-19�reasonable�worst�case�assumptions�are�as�follows:

• ��������the� trading� impact� of� restrictions� on� activities� in� the� United� Kingdom� as� a� result� of

COVID-19�is�forecast�to�continue�from�the�date�of�this�document�until�31�May�2021;

• ��������the� second� COVID-19� lockdown� announced� by� the� government� on� 31� October� 2020

ultimately� results� in� a� three�month� lockdown� for the� period�November� 2020� through� to

January� 2021,�with� trading� in� line�with� that� experienced� in�April� to� June� of� the� current

financial�year,�but�without�the�benefit�of�the�UK�Government’s�Coronavirus�Job�Retention

Scheme�or�similar�measures�that�have�been�subsequently�announced;�and

• ��������following� this�decline,� from�1�February�2021� to�31�May�2021� there� is�assumed� to�be�a

phased�recovery�of�trading�as�the�restrictions�are�gradually�relaxed.

As�a�result�of�the�assumptions�set�out�above,�as�compared�to�the�Directors’�latest�forecasts�for

the�Continuing�Group,�a�reasonable�worst�case�scenario�would�result�in:

Ann�1,�3

Ann�1,�3.1

LR�13�Annex

1.1�(2)R

Ann�1,�18.6

LR�13�Annex

1.1�(1)R

37

174306      Proof 5 Friday, November 6, 2020 13:18



• ��������a�reduction�in�the�Continuing�Group’s�revenues�during�the�period�November�2020�through

to�January�2021�of�27.8�per�cent�as�a�result�of�the�assumed�second�UK�lockdown�for�this

period;�and

• ��������a�reduction�in�the�Continuing�Group’s�revenues�for�the�period�1�February�2021�to�31�May

2021�of�13.6�per�cent.�as�a�result�of�the�assumed�phased�recovery�of�trading�for�this�period

as�the�restrictions�are�gradually�relaxed.

(C)     Basis of  preparation of  the working capital statement

The�working�capital�statement�in�this�document�has�been�prepared�in�accordance�with�the�ESMA

Recommendations,�and�the�technical�supplement�to�the�FCA�Statement�of�Policy�published�on�8

April�2020�relating�to�the�COVID-19�pandemic.

8.       SIGNIFICANT CHANGES                                                                                                               

8.1     The Continuing Group

There�has�been�no�significant�change�in�the�financial�position�of�the�Continuing�Group�since�30

June�2020,�being�the�date�to�which�the�last�published�interim�financial�statements�for�the�Group

were�prepared.

8.2     The TerraQuest Group

There�has�been�no�significant� change� in� the� financial�position�of� the�TerraQuest�Group�since

30 June� 2020,� being� the� date� to� which� the� historical� financial� information� relating� to� the

TerraQuest� Group� in� Part� IV� (Financial Information relating to the TerraQuest Group)� of� this
document�was�prepared.

9.       RELATED PARTY TRANSACTIONS                                                                                              

Details�of�related�party�transactions�(which�for�these�purposes�are�those�set�out�in�the�standards

adopted�according�to�Regulation�(EC)�No�1606/2002)�that�the�Company�has�entered�into�are�set

out�below:

• ��������for�the�2017�Financial�Year,�such�transactions�are�disclosed�in�note�26�on�page�133�and

note� 30 on� page� 138� of� Mears’� 2017� Annual� Report� and� Accounts� which� is� hereby

incorporated�by�reference�into�this�document;

• ��������for�the�2018�Financial�Year,�such�transactions�are�disclosed�in�note�29�on�page�144�and

note� 33 on� page� 148� of� Mears’� 2018� Annual� Report� and� Accounts� which� is� hereby

incorporated�by�reference�into�this�document;�and

• ��������for�the�2019�Financial�Year,�such�transactions�are�disclosed�in�note�32�on�page�162�and

note� 36 on� page� 166� of� Mears’� 2019� Annual� Report� and� Accounts� which� is� hereby

incorporated�by�reference�into�this�document.

Other�than�as�publicly�announced,�during�the�period�since�30�June�2020�and�up�to 5 November

2020� (being� the� latest� practicable� date� prior� to� the� publication� of� this� document),� neither� the

Company�nor�members�of�the�Group�have�entered�into�any�transactions�with�related�parties.

10.     CONSENTS                                                                                                                                     

Investec�has�given,�and�has�not�withdrawn,�its�written�consent�to�the�inclusion�in�this�document

of�the�references�to�its�name�in�the�form�and�context�in�which�they�appear.

PricewaterhouseCoopers,� whose� address� is� 1� Embankment� Place,� WC2N� 6RH London� has

given,�and�not�withdrawn,�its�written�consent�to�the�inclusion�in�this�document�of�its�report�on�the

Pro�Forma�Financial Information in�Part�V�of�this�document,�in�the�form�and�context�in�which�it

appears.� The� consent� is� given for� the� purposes� of� Listing� Rule 13.4.1(6) and� for� no� other

purpose.
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KPMG�has�given,�and�has�not�withdrawn,�its�written�consent�to�the�inclusion�in�this�document�of

the�references�to�its�name�in�the�form�and�context�in�which�they�appear.

The�Company�confirms�that�where�information�in�this�document�has�been�sourced�from�a�third

party,� the� source� of� this� information� has� been� provided,� this� information� has� been� accurately

produced� and,� as� far� as� the� Company� is� aware� and� is� able� to� ascertain� from� information

published�by� that� third�party,� no� facts�have�been�omitted�which�would� render� the� reproduced

information�inaccurate�or�misleading.

11.     DOCUMENTS AVAILABLE FOR INSPECTION                                                                             

Copies�of�the�following�documents�will�be�available�for�inspection�on�the�website�of�the�Company

at�https://www.mearsgroup.co.uk�up�to�and�including�the�date�of�the�General�Meeting:

• ��������the�Articles�of�Association�of�the�Company;��������������������������������������������������������������������������

• ��������the� Company’s� announcement� dated 6 November� 2020� in� relation� to� the� proposed

Disposal�of�TerraQuest;

• ��������2017�Annual�Report�and�Accounts,�2018�Annual�Report�and�Accounts�and�2019�Annual

Report�and�Accounts;�and

• ��������this�document.

In�addition,�a�copy�of�the�Disposal�Agreement�will�also�be�available�for�inspection�at�the�offices

of�the�Company�at�1390�Montpellier�Court,�Gloucester�Business�Park,�Brockworth,�Gloucester,

GL3� 4AH,� during� normal� business� hours� on� any� weekday� (Saturdays,� Sundays� and� public

holidays�excepted)�up�to�and�including�the�date�of�the�General�Meeting.

Ann�1,�21
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PART VII

CHECKLIST OF INFORMATION INCORPORATED BY REFERENCE

The table below sets out the various sections of those documents which are incorporated by

reference into this document in order to provide the information required under the Listing Rules.

These documents are also available on the Company’s website at

https://www.annualreports.com/Company/mears-group-plc

No part of the 2017 Annual Report and Accounts, the 2018 Annual Report and Accounts and the 2019

Annual Report is incorporated by reference herein except as expressly stated below.

                                                                                                                                                   Page
                                                                                                                                                   number(s)
                                                                                                                Document page         in this
Reference document             Information incorporated reference                     reference         document

                      133, 138                      38

                      144, 148                      38

                      162, 166                      38

Information that is itself incorporated by reference in the above documents is not incorporated by

reference into this document. It should be noted that, except as set forth above, no other portion of the

above documents are incorporated by reference into this document and those portions which are not

specifically incorporated by reference in this document are either not relevant for Shareholders or the

relevant information is included elsewhere in this document.

Any statement contained in a document which is deemed to be incorporated by reference herein shall

be deemed to be modified or superseded for the purposes of this document to the extent that a

statement contained herein (or in a later document which is incorporated by reference herein) modifies

or supersedes such earlier statement (whether expressly, by implication or otherwise). Any statement

so modified or superseded shall not be deemed, except as so modified or superseded, to constitute a

part of this document.

2017 Annual Report and

Accounts

Information on related party

transactions in note 26 and note 30

2018 Annual Report and

Accounts

Information on related party

transactions in note 29 and note 33

2019 Annual Report and

Accounts

Information on related party

transactions in note 32 and note 36
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PART VIII

DEFINITIONS

The following terms have the following meanings throughout this document unless the context

otherwise requires:

the annual report and audited financial statements of the

Company for the 52 weeks ended 31 December 2017

“2017 Financial Year” the 52 weeks ended 31 December 2017 in respect of the

Company

the annual report and audited financial statements of the

Company for the 52 weeks ended 31 December 2018

“2018 Financial Year” the 52 weeks ended 31 December 2018 in respect of the

Company

the annual report and audited financial statements of the

Company for the 52 weeks ended 31 December 2019

“2019 Financial Year” the 52 weeks ended 31 December 2019 in respect of the

Company

the unaudited consolidated condensed interim financial

statements of the Company for the 26 weeks ended 30 June

2020

“A Ordinary Shares” A ordinary shares in the capital of Topco

“Amendment” the amendment to the Revolving Credit Facility Agreement dated

5 November 2020 as summarised in paragraph 6 of Part I (Letter
from the Chairman of  Mears Group PLC) of this document

“Apse” or “Apse Capital” Apse Capital Bridge Fund LP, a fund advised by Apse Capital

Limited

“B Ordinary Shares” B ordinary shares in the capital of Topco

“Board” or “Directors” the board of directors of the Company

“Business Day” any day (excluding Saturdays, Sundays and public holidays) on

which banks are open in London for the transaction of normal

banking business

“Buyer” Mason Bidco Limited, the acquisition vehicle incorporated on

behalf of Apse

a share or security which is not in uncertificated form

“this document” this circular issued by the Company and dated 6 November 2020

“Companies Act” the Companies Act 2006, as amended

“C Ordinary Shares” C ordinary shares in the capital of Topco

“Commitments” the Core Commitments and the Non-Core Commitments

“Company” Mears Group PLC, a company incorporated in England and

Wales with registered number 03232863

“2017 Annual Report and
Accounts”

“2018 Annual Report and
Accounts”

“2019 Annual Report and
Accounts”

“2020 Interim Financial
Statements”

“certificated” or “in certificated
form”
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“Completion” the completion of the Disposal in accordance with the terms of

the Disposal Agreement

means the instrument constituting the Consideration Loan Notes

“Consideration Loan Notes” the consideration loan notes 2028 (denominated as notes of

£1.00 each) with an aggregate nominal value equal to

£3,160,100 to be issued by Holdco to the Company under the

terms of the Consideration Loan Note Instrument on Completion,

a summary of which is contained in Part III (Principal Terms of
the Disposal) of this document

“Continuing Group” the Company and its subsidiary undertakings following

Completion being the continuing business of the Group following

Completion (and excluding the TerraQuest Group)

“Core Commitments” the commitments provided under the Revolving Credit Facility

Agreement (other than the Non-Core Commitments)

“Core Group” the Group excluding any member of the Property Group

“CREST” the relevant system, as defined in the CREST Regulations, for

the holding of shares in uncertificated form in respect of which

Euroclear is the operator (as defined in the CREST Regulations)

“CREST Manual” the rules governing the operation of CREST, consisting of the

CREST Reference Manual, CREST International Manual,

CREST Central Counterparty Service Manual, CREST Rules,

Registrars Service Standards, Settlement Discipline Rules,

CCSS Operations Manual, Daily Timetable, CREST Application

Procedures and CREST Glossary of Terms (all as defined in the

CREST Glossary of Terms promulgated by Euroclear on 15 July

1996 and as amended since)

“CREST member” a person who has been admitted to Euroclear as a system

member (as defined in the CREST Regulations)

“CREST participant” a person who is, in relation to CREST, a system-participant

(as defined in the CREST Regulations)

“CREST Proxy Instruction” has the meaning ascribed to it in paragraph 9 to the notes to the

Notice of General Meeting

the Uncertificated Securities Regulations 2001 (SI 2001

no. 3755), as amended

“CREST sponsor” a CREST participant admitted to CREST as a CREST sponsor

“CREST sponsored member” a CREST member admitted to CREST as a sponsored member

the Disclosure Guidance and Transparency Rules of the FCA, as

amended from time to time

“Disposal” the proposed disposal of the entire issued share capital of

TerraQuest by the Company pursuant to the Disposal

Agreement

“Disposal Agreement” the share purchase agreement dated 5 November 2020 entered

into by the Buyer and the Company pursuant to which the Buyer

has conditionally agreed to acquire the entire issued share

capital of TerraQuest, a summary of which is contained in Part III

(Principal Terms of  the Disposal) of this document

“Consideration Loan Note
Instrument”

“CREST Regulations” or

“Regulations”

“Disclosure Guidance and
Transparency Rules”

42

174306      Proof 5 Friday, November 6, 2020 13:16



“Exit” means (i) the admission of Topco Shares to a recognised

investment or stock exchange allowing Apse to realise not less

than 75 per cent of its investment in the TerraQuest Group (a

“Listing”); (ii) the liquidation or winding-up of Topco (otherwise

than for the purposes of a solvent re-organisation); or (iii) the

transfer to a third party of more than 50 per cent. in number of

Topco Shares (a “Sale”)

“Existing Shares” the Shares in issue as at the date of this document

“FCA” the Financial Conduct Authority of the United Kingdom

“Form of Proxy” the form of proxy accompanying this document for use by

Shareholders in relation to the General Meeting

“FSMA” the Financial Services and Markets Act 2000, as amended

“General Meeting” the general meeting of the Company convened for 10 a.m. on

25 November 2020, notice of which is set out in Part IX of this

document, and including any adjournment thereof

“Group” or “Mears Group” the Company and its subsidiary undertakings

“Holdco” Mason Holdco Limited, the direct subsidiary of Topco

“Investor Loan Note Instrument” the instrument constituting the Investor Loan Notes

“Investor Loan Notes” the investor loan notes 2028 (denominated as notes of £1.00

each) with an aggregate nominal value equal to £37,880,159 to

be issued by Holdco to Apse under the terms of the Investor

Loan Note Instrument on Completion

“KPMG” KPMG LLP

“Latest Practicable Date” 5 November 2020 (being the latest practicable date prior to

publication of this document)

“Listing Rules” the listing rules made by the FCA under Part VI of FSMA, as

amended from time to time

“London Stock Exchange” London Stock Exchange plc

“Long Stop Date” 5 January 2020 (or such later date as the Company and the

Buyer may agree)

“LTIP” Long-term Incentive Plan

“Market Abuse Regulation” Regulation (EU) No. 2014/596

“MHCLG” the Ministry of Housing, Communities and Local Government

“MHCLG Consent” written consent to the Disposal from MHCLG

“MIP” Management Incentive Plan

“Non-Core Commitments” commitments of an amount equal to £22,700,000 which are

repayable in accordance with the terms of the Revolving Credit

Facility Agreement

“Notice of General Meeting” the notice of General Meeting set out in Part IX of this document

“Ordinary Shares” ordinary shares in the capital of Mears Group PLC

“Overseas Shareholders” Shareholders with registered addresses outside the UK or who

are citizens or residents of, or located in, countries outside the

UK
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“participant ID” the identification code or membership number used in CREST to

identify a particular CREST member or other CREST participant

“Property Group” Mears Housing Portfolio (Holdings) Limited, a company

incorporated in England and Wales with company number

10908305 and its subsidiaries for the time being

“Prospectus Regulation” Regulation (EU) No. 2017/1129

“Prospectus Regulation Rules” the latest edition of the “Prospectus Regulation Rules” issued by

the FCA and made under Part VI of the FSMA

“Registrar” Neville Registrars Limited

“Registrar of Companies” the Registrar of Companies in England and Wales

“Regulatory Information Service” one of the regulatory information services authorised by the FCA

to receive, process and disseminate regulatory information in

respect of listed companies

“Resolution” the resolution to be proposed at the General Meeting (and set

out in the Notice of General Meeting) being an ordinary

resolution to approve the Disposal

the reverse transitional services agreement dated on or around

the date of Completion entered into by TerraQuest and the

Company pursuant to which TerraQuest has agreed to provide

certain transitional services to the Continuing Group for a limited

period from Completion, a summary of which is contained in

Part III (Principal Terms of  the Disposal) of this document

the revolving credit facility agreement dated 9 September 2011

and amended on 23 August 2012, 12 November 2013,

1 February 2016, amended and restated on 29 November 2017

and as further amended on 9 June 2020, to which the Company

is a party together with, amongst others, certain of its

subsidiaries as borrowers and guarantors and Barclays Bank

PLC, HSBC UK Bank plc and The Governor and Company of the

Bank of Ireland as lenders and Barclays Bank PLC as agent, a

summary of which is contained in Part VI (Additional Information)

of this document

“Rollover Loan Note Instrument” means the instrument constituting the Rollover Loan Notes

“Rollover Loan Notes” the rollover loan notes 2028 (denominated as notes of £1.00

each) with an aggregate nominal value equal to £3,224,923 to

be issued by the Buyer to the Company under the terms of the

Rollover Loan Note Instrument on Completion

“Share” an ordinary share of 1 penny in the capital of the Company and

“Shares” shall be construed accordingly

holders of Shares

“Shareholders’ Agreement” the minority shareholder agreement relating to Topco dated

5 November 2020 (but conditional on Completion) and entered

into between (amongst others) Apse, Topco and the Company

conditional upon Completion, a summary of which is contained

in Part III (Principal Terms of  the Disposal) of this document

“Sponsor” Investec Bank plc

“Reverse Transitional
Services Agreement”

“Revolving Credit Facility
Agreement”

“Shareholders” and each a

“Shareholder”
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“subsidiary” as defined in sections 1159 and Schedule 6 of the Companies

Act

“subsidiary undertaking” as defined in sections 1162 and Schedule 6 of the Companies

Act

“TerraQuest” TerraQuest Solutions Limited

“TerraQuest Group” TerraQuest and its subsidiary undertakings, including

PortalPlanQuest Limited

“Topco” Mason Topco Limited, the indirect parent company of the Buyer

“Topco Articles” the articles of association of Topco, a summary of which is

contained in Part III (Principal Terms of  the Disposal) of this

document

“Topco Group” Topco and its subsidiary undertakings including the Buyer,

Holdco and following Completion, the TerraQuest Group

“Topco Shares” the issued shares of any class in the capital of Topco, including

the B Ordinary Shares to be acquired by the Company

the transitional services agreement dated on or around the date

of Completion entered into by Company and TerraQuest

pursuant to which the Continuing Group has agreed to provide

certain transitional services to the TerraQuest Group for a limited

period from Completion, a summary of which is contained in

Part III (Principal Terms of  the Disposal) of this document

“United Kingdom” or “UK” the United Kingdom of Great Britain and Northern Ireland

References to the singular includes the plural and vice versa, unless the context otherwise requires.

“Transitional Services
Agreement”
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PART IX

MEARS GROUP PLC

NOTICE OF GENERAL MEETING
Incorporated in England and Wales with registered number 03232863

NOTICE IS HEREBY GIVEN that a GENERAL MEETING of Mears Group PLC (the “Company”) will

be held at the offices of the Company at 1390 Montpellier Court, Gloucester Business Park, Brockworth,

Gloucester, GL3 4AH at 10 a.m. on 25 November 2020 to consider and, if thought fit, to pass the

following resolution as an ordinary resolution of the Company:

Ordinary Resolution

1.       THAT the disposal of all of the shares in TerraQuest Solutions Limited and the compliance by the

Company with the terms and conditions attaching to Topco Shares (as defined in the Circular)

(together, the “Transaction”), each as described in the circular to shareholders dated

6 November 2020 of which this Notice forms part (the “Circular”) on the terms and subject to the

conditions set out in the Circular with such modifications (if any) as may be made to them in the

manner specified below are hereby approved for the purposes of Chapter 10 of the Listing Rules

of the Financial Conduct Authority and the Board of the Company be and is hereby authorised to

conclude and implement the Transaction in accordance with such terms and conditions and to

make non-material modifications to and non-material variations, waivers and extensions of any

of the terms of the Transaction and of any documents and arrangements connected with the

Transaction.

By order of the Board                                                                                                    Registered Office:

Ben Westran                                                                                                          1390 Montpellier Court

Company Secretary                                                                                          Gloucester Business Park

Brockworth

Gloucester

GL3 4AH

6 November 2020

Notes:

1.     Due to mandatory measures imposed by the UK Government as a result of the spread of the COVID-19 virus in the
United Kingdom, the General Meeting will be convened with the minimum quorum of Shareholders present in order
to conduct the business of the meeting. Physical attendance at the General Meeting will be unlawful and those
persons wishing to gain entry will be refused.

2.     Members are entitled to appoint a proxy to exercise all or any of their rights to attend, speak and vote on their behalf at the

meeting by completion of a personalised form of proxy or by submitting votes electronically. A shareholder may appoint more

than one proxy in relation to the General Meeting, provided that each proxy is appointed to exercise the rights attached to a

different share or shares held by that shareholder. A proxy need not be a shareholder of the Company. A proxy form which

may be used to make such appointment and give proxy instructions accompanies this notice. If you do not have a proxy form

and believe that you should have one, or if you require additional forms, please contact Neville Registrars Limited on

0121 585 1131 from within the UK or on +44 (0) 121 585 1131 if calling from outside the UK. Lines are open 9.00 a.m. to

5.00 p.m. (London time) Monday to Friday. Calls to the helpline from outside the UK will be charged at the applicable

international rate. Different charges may apply to calls from mobile telephones and calls may be recorded and randomly

monitored for security and training purposes. The helpline cannot provide advice on the merits of the Disposal nor give any

financial, legal or tax advice. The General Meeting will be held as a closed meeting and Shareholders will not be permitted

to attend. Therefore, in order to ensure that your vote is exercised, Shareholders who wish to appoint a proxy are
encouraged to appoint the chairman as their proxy, rather than a named person who will not be permitted to attend
the General Meeting.

3.     To be valid, the proxy form must be completed and lodged, together with the power of attorney or other authority (if any)

under which it is signed, or a duly certified copy of such power or authority, with the Company’s registrar, by hand only to

Neville Registrars Limited, Neville House, Steelpark Road, Halesowen B62 8HD or in accordance with the reply paid details,

not less than 48 hours (excluding non-Business Days) before the time appointed for holding the General Meeting.

4.     The return of a completed proxy form, other such instrument or any CREST Proxy Instruction (as described in paragraph 8

below) will not in itself prevent a shareholder attending the General Meeting and voting in person if he/she wishes to do so.

However, as set out in note 1 above, you should not attempt to attend the General Meeting in person as you will not
be permitted entry.
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5.     Any person to whom this notice is sent who is a person nominated under section 146 of the Companies Act to enjoy

information rights (a “Nominated Person”) may, under an agreement between him/her and the shareholder by whom he/she

was nominated, have a right to be appointed (or to have someone else appointed) as a proxy for the General Meeting. If a

Nominated Person has no such proxy appointment right or does not wish to exercise it, he/she may, under any such

agreement, have a right to give instructions to the shareholder as to the exercise of voting rights. Such persons should direct

any communications and enquiries to the registered holder of the shares by whom they were nominated and not to the

Company or its registrars.

6.     The statement of the rights of shareholders in relation to the appointment of proxies in paragraphs 2 and 3 above does not

apply to Nominated Persons. The rights described in these paragraphs can only be exercised by shareholders of the

Company.

7.     To be entitled to attend and vote at the General Meeting (and for the purpose of the determination by the Company of the

votes they may cast), shareholders must be registered in the register of members of the Company at the close of business

on 23 November 2020 (or, if the General Meeting is adjourned, at the close of business on the date which is two business

days before the start of the adjourned meeting). Changes to the register of members after the relevant deadline shall be

disregarded in determining the rights of any person to attend and vote at the General Meeting.

8.     CREST members who wish to appoint a proxy or proxies through the CREST electronic proxy appointment service may do

so by using the procedures described in the CREST Manual. CREST Personal Members or other CREST sponsored

members, and those CREST members who have appointed a service provider(s), should refer to their CREST sponsor or

voting service provider(s), who will be able to take the appropriate action on their behalf.

9.     In order for a proxy appointment or instruction made using the CREST service to be valid, the appropriate CREST message

(a “CREST Proxy Instruction”) must be properly authenticated in accordance with Euroclear UK & Ireland Limited’s

specifications, and must contain the information required for such instruction, as described in the CREST Manual (available

via www.euroclear.com/CREST). The message, regardless of whether it constitutes the appointment of a proxy or is an

amendment to the instruction given to a previously appointed proxy must, in order to be valid, be transmitted so as to be

received by the issuer’s agent (ID 7RA11) by 10 a.m. on 23 November 2020. For this purpose, the time of receipt will be

taken to be the time (as determined by the time stamp applied to the message by the CREST Application Host) from which

the issuer’s agent is able to retrieve the message by enquiry to CREST in the manner prescribed by CREST. After this time

any change of instructions to proxies appointed through CREST should be communicated to the appointee through other

means.

10.   CREST members and, where applicable, their CREST sponsors, or voting service providers should note that Euroclear UK

& Ireland Limited does not make available special procedures in CREST for any particular message. Normal system timings

and limitations will, therefore, apply in relation to the input of CREST Proxy Instructions. It is the responsibility of the CREST

member concerned to take (or, if the CREST member is a CREST personal member, or sponsored member, or has

appointed a voting service provider, to procure that his CREST sponsor or voting service provider(s) take(s)) such action as

shall be necessary to ensure that a message is transmitted by means of the CREST system by any particular time. In this

connection, CREST members and, where applicable, their CREST sponsors or voting system providers are referred, in

particular, to those sections of the CREST Manual concerning practical limitations of the CREST system and timings.

11.   The Company may treat as invalid a CREST Proxy Instruction in the circumstances set out in Regulation 35(5)(a) of the

Uncertificated Securities Regulations 2001.

12.   Any corporation which is a member can appoint one or more corporate representatives who may exercise on its behalf all

of its powers as a member provided they do not do so in relation to the same shares. However, as set out in note 1 above,
corporate representatives should not attempt to attend the General Meeting in person as they will not be permitted
entry.

13.   You may submit your proxy electronically at www.sharegateway.co.uk by using the Personal Proxy Registration Code as

shown on the Form of Proxy. Shareholders can use this service to vote or appoint a proxy online. The same voting deadline

of 10 a.m. on 23 November 2020 (or, if the meeting is adjourned, no later than 48 hours (excluding non-Business Days)

before the time of any adjourned meeting) applies. If you need help with voting online, please contact our Registrars, Neville

Registrars Limited +(0) 121 585 1131 or via email at info@nevilleregistrars.co.uk.

14.   Any member attending the meeting has the right to ask questions. The Company must cause to be answered any such

question relating to the business being dealt with at the meeting but no such answer need be given if: (a) to do so would

interfere unduly with the preparation for the meeting or involve the disclosure of confidential information; (b) the answer has

already been given on a website in the form of an answer to a question; or (c) it is undesirable in the interests of the Company

or the good order of the meeting for the question to be answered. In light of the COVID-19 restrictions, the General
Meeting will be held as a closed meeting. Therefore, Shareholders are encouraged to submit questions, at least 48
hours prior to the General Meeting, relating to the business to be dealt with at the General Meeting by emailing
Company.Secretary@mearsgroup.co.uk. The Company will endeavour to publish these questions and the
Company’s responses on the Company’s website (https://www.mearsgroup.co.uk) as soon as practicable after the
General Meeting.

15.   A copy of this notice, and other information required by section 311A of the Companies Act, can be found at

https://www.mearsgroup.co.uk .

16.   You may not use any electronic address provided either in the notice of General Meeting or any related documents (including

the Chairman’s letter and proxy form) to communicate for any purposes other than those expressly stated.

17.   Your personal data includes all data provided by you, or on your behalf, which relates to you as a shareholder, including your

name and contact details, the votes you cast and your reference number (as attributed to you by the Company or its
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registrar). The Company determines the purposes for which, and the manner in which, your personal data is to be processed.

The Company and any third party to whom it discloses the data (including the Company’s registrar) may process your

personal data for the purposes of compiling and updating the Company’s records, fulfilling its legal obligations and

processing the shareholder rights you exercise.

18.   As at 5 November 2020 (being the last business day prior to the publication of this Notice) the Company’s issued share

capital consists of 110,503,167 ordinary shares of 1 pence each, carrying one vote each. Therefore, the total voting rights

in the Company as at 5 November 2020 are 110,503,167.
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