
Mears Group
Interim results for the 6 months 

ended 30 June 2022



Executive Summary

 Revenues £485.0m + 9.3% year-on-year 

 Operating margins1 3.9% (FY 2021: 3.4%)

 Average daily adjusted net cash £28.4m (FY 2021: £0.4m)

 Interim dividend of 3.25p (FY 2021 H1: 2.50p)

 Increased FY 2022 guidance: revenues and PBT2  in excess of: £910m and £32m, respectively

Financial

 Collaborative and balanced approach with clients to successfully manage inflationary 
pressures

 Investment in employee terms and engagement, maintaining good retention rates

 Bid-pipeline of £0.75bn for FY 2023 with significant mid-term growth opportunities

Operational

 Broadened our long-held Social Value and Environmental ambitions through the ‘Mears 
ESG Strategic Approach’ programme 

 Increasing regulation and complexity playing to Mears’ strengths

 Strong balance sheet and cash generation facilitate investment in product and people to 
sustain growth and enhance returns

Strategic

“Resilient operating platform and market leadership delivering results and well-positioned for sustainable growth”

21. Operating profit margins pre-IFRS 16  2.Adjusted profit before tax on continuing activities before non-underlying items and the amortisation of acquired intangibles. 



Finance Review
Andrew Smith
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Continuing activities H1 2022 H2 2021 H1 2021 FY2021

£m £m £m £m

Revenue

Maintenance-led 272.5 257.9 286.5 544.4

Management-led 200.2 168.9 139.5 308.4

Development 12.3 7.9 17.7 25.6

Total 485.0 434.7 443.7 878.4

Profit measures

Adjusted operating profit (pre-IFRS 16)
1

19.1 15.9 13.7 29.6

3.9% 3.7% 3.1% 3.4%

Adjusted profit before tax
1

18.1 14.5 11.1 25.6

Adjusted diluted earnings per share (p)
2

12.7p 10.2p 8.0p 18.2p

Strong H1 in revenues and profits

1.Adjusted profit figures are on continuing activities before non-underlying items and the amortisation of acquired 
intangibles but inclusive of share of profit from associates. 2. The adjusted diluted EPS measure is further adjusted 
to reflect a full tax charge.

Maintenance-led

• Reactive maintenance performing well

• Planned works still subdued

• Good progress half on half +4.8% , H1-on-H1 impacted by partial 

loss at Lambeth

Management-led

• Continued elevated activity at AASC

• MOJ starting to make good contribution 

• RLAP mobilisation on-track

Development

• On track for complete exit during FY22

Margin

• Solid margin progression despite supply chain challenges and 

labour shortages

4



Continued strong cash conversion and generation 
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H1 2022 EBITDA
(post-IFRS 16)

Development Increase in POAs Core business Cash inflow from
operations

Discharge of
lease liability

Tax receipt Net capex Finance costs
(incl. IFRS 16)

Free cashflow Dividends Disposal
proceeds

Cashflows from
discontinued

activities

H1 2022 reported
cashflow

Working capital 

inflow £17.0m

EBITDA to Operating cashflow conversion:

108% (underlying, true-trading)

134% (including Development and POA inflows) 
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Growing net cash position 
Reported average daily net cash / (debt) H1 2022

• Strong ‘cash culture’ within front-line operations delivering excellent 

underlying working capital performance

• Working capital inflow in period of £7.7m from Development

• Terraquest deferred consideration of £5m received

• POA’s have grown in the period to £33.3m (FY2021: £27.8m) 

Outlook

• Sustainable underlying cash conversion of 100% EBITDA to operating 

cash conversion

• Low working capital intensity 

• Low levels of maintenance capex

• Final unwind of Development working capital of £4.3m exit in H2

• c. £20m of POAs will reverse 

• Small-scale investment opportunity to bolster product and technology 

capabilities

• On AASC and MOJ, selective property purchases in certain areas where 

suitable leasehold properties in short supply
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Revenue drivers 
Solid revenue visibility 
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H1 2022

• Further spike in AASC revenues driving out-performance

• Successful period for contract renewal – retention risk reduced going 

forward

• Exit from low margin contracts in 2020/21 cycling through

Medium/long term revenue drivers firmly on-track….

• Bid volumes returning to pre-Covid levels, good success rates, 

maintaining margin and quality discipline

• Large contract growth opportunities provide substantial upside 

potential

• North Lanarkshire (from FY24 onwards)

• Decarbonisation (building from a low base)

• MOJ expansion (from H2 FY23)

• Underperforming DLOs 

….but some long signalled short-term negative growth likely 

• Elevated AASC volumes and revenues will ‘normalise’ at some point

• Inflationary pressures likely to restrict the return of planned 



Operating margins1

Opportunity to deliver margin improvement
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Covid-impact 

from interim 

financial 

arrangements 

2

Target pricing 5.0%

3.8%

4.0%
4.2%

4.1%

1.  Adjusted  operating profit are on continuing activities before non-underlying items and before the impact of IFRS 16 
2. Analyst pre-IFRS 16 forecast operating margin range taken from analyst post-IFRS 16 margins as at 17 March 2022 less 0.6% of IFRS-16 adjustments

2
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H1 2022

• Steady progress on margins

• Contractual price adjustment mechanisms and collaborative 

approach with clients help mitigate inflationary pressures

• New business performing at or above target 5% level 

Long term margin drivers intact…. 

• Maintaining bid discipline

• Solid pricing achieved on contract retentions

• Resolution of underperforming contracts

• Exit from Development 

• Driving local efficiencies

….but some margin headwinds remain 

• Managing inflationary, supply chain and labour market pressures

• Normalisation of AASC



Balance sheet continues to strengthen

Balance Sheet

As at 30 Jun 

2022

As at 31 Dec 

2021

£m £m

Non-current assets

Goodwill and Intangibles 126.2             126.2               

Property, plant, equipment and investments 18.8               20.7                 

Right of use assets 200.7             204.9               

Net pension assets / (liabilites) 44.0               33.6                 

Non-current assets 389.7             385.5               

Working capital balances

Inventories 13.1               22.9                 

Trade receivables and contract assets 155.0             141.8               

Trade payables and contract liabilities (205.6) (184.0)

Net working capital (37.5) (19.4)

Net cash / (debt) 

Net cash 89.9               54.6                 

Other 

Lease liabilities (211.9) (216.9)

Taxation (10.7) (4.5)

Receivables relating to Terrquest disposal 5.3                 10.0                 

Other (7.1) (8.3)

Net assets 217.6             201.0               

Low-risk balance sheet 

• Reflects strong working capital and cash performance

• Net pension balances reflect movement in underlying 

assumptions, and excludes a further £113m of pension 

surpluses not recognised as assets under IAS 19

• No significant changes in IFRS 16 Right of Use assets and 

lease obligations 
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Appendices [or additional 

slides, if needed]
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Operating and 

Strategic  Review
Lucas Critchley



Operating review 

Contract highlights 

• Home Office – AASC volumes remain elevated  looking 

increasingly likely to persist through H2

• RLAP – mobilisation has started well, initial revenues and 

margins as expected 

• LB of Havering – growth contract win, 10 year repairs and 

maintenance contract valued at £50m, mobilised April ’22

• MOJ - Initial pilot extended and bidding underway on 8 

additional areas

• Tower Hamlets – retention contract win extending previous 11 

year relationship valued at £75m, mobilised July ‘22

Continued delivery of operational excellence to clients and customers is the key to long-term sustainable growth 
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Clients & Customers

• Increasing complexity and regulatory pressure 

• Housing continues to be seen as a specialist service 

• Collaborative approach with clients on annual pricing/inflation 

discussions

• Significant focus on managing client work in progress 

• Mobile working key to client and customer confidence

• Digitising the customer journey – Use of AI, MCM Live, IoT

• High levels of feedback through digital customer satisfaction 

surveys (Voice of the Customer)

• IT driving compliance – MCM developed to support planned 

and cyclical compliance works 
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• Strength of Mears 
material supply chain

• Maintenance far less 
affected than construction

• Managed lengthening 
lead times through 
operational planning

• Continue to lead the way 
in supporting  supply 
chain through prompt 
payment programme

• Improved pay, holiday, 
and sick pay 
arrangements 

• Considerable 
investment in H1 in 
Task team and 
Maintenance 
technicians

• 25 Best UK Companies 
to work for (Sunday 
Times) 

• Continuing to develop 
innovative ways to 
grow workforce to take 
advantage of additional 
opportunities 

• Prioritisation of fuel 
efficiency measures over 
traditional planned 
maintenance 

• Some Covid inefficiencies  
still remain

• A number of social value 
projects focussed on 
supporting the 
communities we serve 
through cost of living 
pressures

Suppliers Employees Customers

• Annual contractual 
indexation increases 

• Clients generally 
supportive where short-
term differences remain  

• Requires planning, 
meticulous data and a 
collaborative approach

• Wages still 70% of cost 
base

• Increased regulatory 
pressure to maintain high 
quality service provision

Clients 

Managing supply chain and cost of living pressures
Our self-delivery operating model and contractual arrangements provide good protection against supply chain pressures
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Order intake and bid pipeline
H1 2022 order intake 

• An important and successful period for extensions and retentions (e.g. 

RLAP, Tower Hamlets, Orbit, Livin, MOJ) 

• Bid activity still building after a period of suppressed activity due to Covid

• Win rate 40% reflecting higher proportion of retentions 

• Orderbook as at 30 June 2022 £2.3bn (FY 2021: £2.4bn) reflecting period of 

lower bid activity across the sector

Bid pipeline FY 2023-24 – key themes

• £0.75bn of core ‘Tier 1’ Housing Maintenance bid pipeline for FY 2023 (of 

which >£0.5bn are Growth bids) supports organic growth plan

• This £0.75bn pipeline excludes additional significant upside opportunities 

• North Lanarkshire (£1.8bn)

• MOJ (8 further regions at annual value £35m)

• Carbon opportunities growing (bidding a further 8 contracts in 

SHDF Wave 2 – Autumn 2022)  

• Increasing numbers of ‘off-tender’ opportunities 

• Maintaining bid discipline to preserve resources and embedded margin

£0.75bn1 high quality bid pipeline for FY2023

1  Bid and pipeline data by contract start date. Total contract value excluding extensions. 13

Pre-Covid bid activity of 
c. £1bn per annum (incl. 

large management 
contracts) 

Covid-impacted 
reduced formal bid 

volumes. More 
retentions, higher win 

rate

Bid activity building £0.75bn 
of Tier 1 pipeline opportunities 
in FY 2023  of which > £0.5bn 

growth bids

Key worker 
£300m 

AASC 
£1bn 

RLAP 
£250m

Growth bids 

Retention bids 



ESG – launch of Mears ESG strategic plan 
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Mears Environmental targets: 

• Net zero (Scope 1 and 2) by 2030 
across our operations, including 
transition to all-electric fleet

• Scope 3 by 2045 across our 
supply chain

• Zero Waste Index Score of 1.5 
degrees Celsius by 2030 

• A leader in the de-carbonisation 
of social housing by 2025

Mears key Governance  structures:

• Mears Workforce Group 

• Your Voice Customer Scrutiny 
Board

• ESG Advisory Board – challenge 
across the ESG spectrum

• Supplier Commitment 
Programme 

Mears Social targets: 

• £5,500 p.a. of Social Value per 
employee 

• 43% of women in leadership 
positions) 

• 13% representation of Black, Asian 
and other ethnicities)

• Gender pay gap of 19% 

MSCI
ESG Ratings

A

26.4



Mears medium term value creation roadmap
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Revenue:                  £878m

Op. profit margin:      3.4%

PBT:                           £25.6m

Avg. net cash:           £0.8m

Long term sustainable 

organic growth 

Low single digit % 
growth

• Market leadership and 
high retention rates 

• Large stable markets 
which play to Mears core 
competencies 

• Good revenue visibility

• Decarbonisation (over 
medium term)

Large contract 

opportunities

• Local Government 
integrated contracts e.g. 
North Lanarkshire 
(c.£1.8bn)

• Central Government 
outsourcing specialist  
housing contracts e.g. 
Asylum, MOD and MOJ

Margin progression 

Targeting 5-6% over the 
medium term

• Some underperforming 
contracts turned around 
or exited 

• Maintain bidding 
discipline at 5-6% level

• Technology-led 
efficiencies and 
innovation

• High quality, well balance 
orderbook

Cash conversion 

100% EBITDA to 
operating cashflows

• Core Management & 
Maintenance contracts 
are low capital intensity

• Completing exit from 
working capital intensive 
Development 

• Low maintenance capex 
requirements £8-10m

Capital allocation 

• Low net cash/net debt 
levels

• Tighten dividend cover 
towards 2 times (FY21: 
2.4x)

• Small-scale bolt-on M&A 
opportunities

FY 2021 

V
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u
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Medium term 

Material, but lumpy 

A time for Mears - After a period of strategic restructuring and successful navigation 
of the pandemic, Mears is well-positioned and benefitting from a number of 
strategic, market and operational tailwinds

Progress of last 2 years 
presents opportunity



Capital allocation update
Strong recovery – well positioned for sustainable growth 

1. 

Target 
leverage

2. 

Organic 
growth

3. 

Ordinary 
dividends

4. 

Bolt-on 
M&A

5. 

Other 
returns

• Retain low levels of 
underlying net 
cash1

• Modest levels of 
maintenance capex2  

and digitisation 
spend 

• Small-scale property 
purchases on MOJ 
and AASC, if 
absolutely required 

• Progressive 
ordinary 
dividends 

• Cover improving 
towards 2x    

• Selective, small-
scale acquisitions 
to enhance 
product 
capabilities

• Returns of 
surplus cash kept 
under review   

1. Average daily net cash, includes c. £33m of client Payments on Account 2. Maintenance capex c.£8-10m pa 
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• Average net cash 
of £28.4m in H1

• £3.6m 
maintenance 
capex 

• 3.25p interim 
dividend 
proposed

• Some discussions 
underway 
particularly in 
decarbonisation 
and data space  

• Buy-backs remain 
under review
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Current trading and outlook

Outlook for FY22Current Trading  

• Strong trading performance in H1 – continuing into H2 

• Volumes and activity levels high in repairs and Management-
led contracts 

• Bid pipeline increasing with higher weighting of growth 
opportunities  

• Cash and working capital still strong

• Good visibility over revenues and profits for FY 2022

• Updated guidance for FY22

• Group revenues in excess of £910m

• Adjusted profit before tax at least £32.0m1

• On-track to complete Development sell-down in FY22 

Strong momentum coming into H2 and good revenue and profit visibility for the full year

17

1. Adjusted profit/(loss) before tax stated before the amortisation of acquired intangibles



Q&A 
David Miles

Andrew Smith

Lucas Critchley
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LEGAL  
DISCLAIMER

No representation or warranty, expressed or implied, is made or given by or on behalf of Mears Group PLC ( “the Company” and, together with its subsidiaries and  

subsidiary undertakings, “the Group”) or any of its directors or any other person as to the accuracy, completeness or fairness of the information contained in this  

presentation and no responsibility or liability is accepted for any such information. This presentation does not constitute an offer of securities by the Company and no  

investment decision or transaction in the securities of the Company should be made on the basis of the information contained in this presentation.

This presentation contains certain information which the Company’s management believes is required to understand the performance of the Group. However, not  all 

of the information in this presentation has been audited. Further, this presentation includes or implies statements or information that are, or may be deemed to  be, 

“forward-looking statements”. These forward-looking statements may use forward-looking terminology, including the terms “believes”, “estimates”, “anticipates”,  

“expects”, “intends”, “may”, “will” or “should”. By their nature, forward-looking statements involve risks and uncertainties and recipients are cautioned that any such  

forward-looking statements are not guarantees of future performance. The Company’s or the Group’s actual results and performance may differ materially from the  

impression created by the forward-looking statements or any other information in this presentation.

These statements are made by the Directors of Mears in good faith based on the information available to them and will not be updated during the year. Except as  

required by law, Mears is under no obligation to update or keep current the forward-looking statements contained in this report or to correct any inaccuracies which  

may become apparent in such forward-looking statements. Nothing in this presentation is intended to be, or intended to be construed as, a profit forecast or a guide  

as to the performance, financial or otherwise, of the Company or the Group whether in the current or any future financial year.
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