DEED OF IRREVOCABLE UNDERTAKING
(Director Shareholder)

To: Young & Co.’s Brewery P.L.C. (the “Offeror”)
Copper House
5 Garratt Lane
Wandsworth
London
SW18 4AQ

From: Rupert Clark

16 November 2023

Dear Sir/Madam,
Offer for The City Pub Group PLC (the “Company”)

I, the undersigned, understand that the Offeror is considering the Transaction (as defined below)
substantially on the terms and conditions set out or referred to in a draft of the announcement, a copy
of which is at Annex 2 (the “Announcement”), to be made pursuant to Rule 2.7 of the City Code on
Takeovers and Mergers (the “Code”), subject to such other terms and conditions as may be required by
the Code and the London Stock Exchange plc (the “London Stock Exchange”), any other relevant
securities exchange and/or as are customarily included in offers made under any other applicable law
or regulation, or as the Offeror and the Company may agree.

All references in this deed to the “Transaction” shall:

(i) mean the proposed acquisition by or on behalf of the Offeror or any of its subsidiaries
of the shares in the Company, which acquisition may be by way of takeover offer (within
the meaning of section 974 of the Companies Act 2006) (referred to in this deed as the
“Offer”) or a scheme of arrangement (under Part 26 of the Companies Act 2006)
(referred to in this deed as the “Scheme”) and, if made by or on behalf of a subsidiary,
all references to the “Offeror” shall be deemed to include that subsidiary; and

(ii) include any extended, increased or revised offer by the Offeror for any acquisition as
referred to in paragraph (i) above, the terms of which are at least as favourable to
shareholders of the Company as the terms set out in the Announcement or the Scheme
(as the case may be).

1. Warranties and undertakings



Subject to and conditional on the Offeror announcing the Transaction by 5.00 p.m. on 16
November 2023 (or such later date as the Company and the Offeror may agree), | irrevocably
and unconditionally undertake, represent and warrant to the Offeror that:

(i)

(ii)

(iif)

| am the beneficial owner and/or the registered holder of (or | am otherwise able to
control the exercise of all rights, including voting rights, attaching to and procure the
transfer of), the number of ordinary shares of 1p each in the capital of the Company set
out in the first column of the table at Annex 1 below (the “Shares”, which expression
shall include any other shares in the Company issued after the date hereof and
attributable to or derived from such shares);

| am not interested in, or otherwise able to control the exercise of rights attributable to,
any shares or other securities (as defined in the Code) of the Company, other than those
of which details are set out in the table at Annex 1 below;

| am able to transfer, or procure the transfer of, the Shares free from all liens, equities,
charges, encumbrances, options, rights of pre-emption, and any other third-party rights
and interests of any nature;

| shall not prior to the earlier of the Transaction becoming Effective (as defined in the
Announcement) or lapsing:

(a) sell, transfer, charge, encumber, grant any option over or otherwise dispose of
or permit the sale, transfer, charging or other disposition or creation or grant of
any other encumbrance or option of or over all or any of such Shares or interest
in such Shares except under the Transaction, or accept any other offer in
respect of all or any of such Shares; or

(b) (other than pursuant to the Transaction) enter into any agreement or
arrangement or permit any agreement or arrangement to be entered into or
incur any obligation or permit any obligation to arise:

U in relation to, or operating by reference to, the Shares (other than
pursuant to, or under, the normal nominee arrangements under which |
hold an interest in the Shares); or

()] to do all or any of the acts referred to in paragraph (a) above; or

(1) which would or might preclude me from complying with my obligations
under paragraphs 2 or 3;

and references in this paragraph 1(iv) to any agreement, arrangement or obligation shall
include any such agreement, arrangement or obligation whether or not subject to any
conditions or which is to take effect upon or following the Transaction closing (or, if
applicable, becoming effective) or lapsing or upon or following this deed ceasing to be
binding or upon or following any other event;



(v)

(vi)

(vii)

prior to the earlier of the Transaction becoming Effective (as defined in the
Announcement) or lapsing, | shall not, in my capacity as a shareholder of the Company,
without the consent of the Offeror, requisition, or join in requisitioning, any general or
class meeting of the Company for the purposes of voting on any resolution referred to
under paragraphs 2(i)(b) to 2(i)(d) below;

prior to the earlier of the Transaction becoming Effective (as defined in the
Announcement) or lapsing and save for the Shares and the exercise of options under
any of the Company’s share option schemes, | will not acquire any shares or other
securities of the Company (or any interest therein) and, if any such shares, securities
or interest (including for these purposes shares arising on exercise of options) is
acquired by me, such shares, securities or interest (as the case may be) shall be
deemed to be included in the expression “Shares” for the purposes of this deed and |
shall notify the Offeror immediately of any such acquisition and of any other dealing,
disposal or change in the number of Shares; and

| have full power and authority and the right (free from any legal or other restrictions),
and will at all times continue to have all relevant power and authority and the right, to
enter into and perform my obligations under this deed in accordance with their terms.

Scheme

Subject to and conditional on the Offeror announcing the Transaction by 5.00 p.m. on 16
November 2023 (or such later date as the Company and the Offeror may agree), | irrevocably
and unconditionally undertake and warrant, if the Transaction is implemented by way of the
Scheme, to the Offeror that:

(i)

| have the full power and authority to, and shall exercise, or, where applicable, procure
the exercise of, all voting rights attaching to the Shares to vote on any resolution
(whether or not amended and whether put on a show of hands or a poll) which is
proposed at any general meeting of the Company (including any adjournment thereof)
("General Meeting") or at any meeting of holders of shares in the Company convened
by a Court (including any adjournment thereof) ("Court Meeting") which:

(a) is necessary to implement the Transaction;

(b) might reasonably be expected to have any impact on the fulfilment of any
condition to the Transaction;

(c) might reasonably be expected to impede or frustrate the Transaction in any way
(which shall include any resolution to approve a scheme of arrangement relating

to the acquisition of any shares in the Company by a third party); or

(d) might otherwise adversely impact on the timing and/or implementation of the
Transaction,

in each case, only in accordance with the Offeror’s instructions;



(ii)

(iif)

(iv)

(v)

Offer

| shall exercise, or, where applicable, procure the exercise of, all rights attaching to the
Shares to requisition or join in the requisitioning of any General Meeting of the Company
for the purposes of voting on any resolution referred to under paragraph 2(i) above, or
to require the Company to give notice of any such meeting, only in accordance with the
Offeror’s instructions;

for the purpose of voting on any resolution referred to under paragraph 2(i) above, |
shall, if required by the Offeror, before the cut-off time for the filing of proxy instructions
in connection with the relevant vote, execute any form of proxy or make such other
voting instruction or appointment required by the Offeror appointing any person
nominated by the Offeror to attend and vote at the relevant meetings but, in the absence
of such nomination, appointing the chairman of the relevant meeting as proxy (save
otherwise with the consent of the Offeror);

without prejudice to paragraph 2(iii) above, and in the absence of any such requirement
by the Offeror, | shall after the posting of the circular to be sent to shareholders of the
Company containing an explanatory statement in respect of the Scheme (the “Scheme
Document”) (and without prejudice to any right | have to attend and vote in person at
the Court Meeting and the General Meeting to implement the Scheme and the
Transaction), return, or procure the return of, if applicable, the signed forms of proxy
enclosed with the Scheme Document (completed and signed and voting in favour of the
resolutions to implement the Scheme and the Transaction) in accordance with the
instructions printed on those forms of proxy and, if applicable, in respect of any Shares
held in uncertificated form, take or procure the taking of any action which may be
required by the Company or its nominated representative in order to make a valid proxy
appointment and give valid proxy instructions (voting in favour of the resolutions to
implement the Transaction), as soon as possible and in any event no fewer than three
business days in advance of the relevant proxy cut-off deadline for the relevant vote,
such that the Shares which are the subject of the voting instructions can validly count in
such vote; and

| shall not, and shall procure that any registered shareholder of the Shares from time to
time shall not amend, revoke or withdraw any such proxy once it has been returned in
accordance with paragraphs 2(iii) and/or 2(iv) above, either in writing or by attendance
at any General Meeting or Court Meeting or otherwise.

| acknowledge that the Offeror may elect at any time (with the consent of the Panel on Takeovers
and Mergers (the “Panel”) and subject to and in accordance with the terms of the co-operation
agreement to be entered into between the Offeror and the Company in connection with the
Transaction (the “Co-operation Agreement”) to implement the Transaction by way of an Offer
and, subject to and conditional on the Offeror announcing the Transaction by 5.00 p.m. on 16
November 2023 (or such later date as the Company and the Offeror may agree), | irrevocably
and unconditionally undertake and warrant, if the Transaction is implemented by way of an Offer,
to the Offeror that my obligations under this deed shall apply mutatis mutandis and, in particular,

that:



5.1

5.2

(i) the Shares shall be acquired by the Offeror (and upon the Offer being made, | will be
able to accept or, where applicable, procure the acceptance of the Offer in respect of
the Shares and to transfer, or procure the transfer of, the Shares) free from all liens,
equities, charges, encumbrances, options, rights of pre-emption and any other third
party rights and interests of any nature and together with all rights now or hereafter
attaching or accruing to them, including voting rights and (save as otherwise provided
in accordance with the terms of the Transaction) the right to receive and retain in full all
dividends of any nature and other distributions (if any) hereafter declared, made or paid;

(ii) | shall as soon as possible and in any event within ten business days after the posting
of the formal document containing the Offer (the “Offer Document”) (or, in respect of
any shares allotted to me after the posting of the Offer Document, as soon as possible
and in any event within ten business days of such allotment or acquisition) duly accept
or procure acceptance of the Offer in accordance with its terms in respect of the Shares
(and, in respect of any Shares held in certificated form, shall forward the relevant share
certificate(s) to the Offeror or its nominated representative (or a form of indemnity
acceptable to the directors of the Company in respect of any lost certificate(s)) at the
time of acceptance and, in respect of any Shares held in uncertificated form shall take
any action which may be required by the Offeror or its nominated representative to
facilitate the valid acceptance of the Offer in respect of the Shares);

(iii) notwithstanding any of the terms of the Offer Document which confer rights of
withdrawal on accepting shareholders, | shall not withdraw any acceptance of the Offer
in respect of the Shares or any of them and shall procure that no rights to withdraw any
acceptance in respect of such Shares are exercised; and

(iv) | shall as soon as practicable notify the Offeror in writing of any change to or inaccuracy
in any information supplied, or representation or warranty given, by me under this deed.

Power of attorney

| irrevocably and by way of security for my obligations hereunder appoint each of the Offeror
and any director of the Offeror to be my attorney to execute on my behalf proxy forms for any
Court Meeting or General Meeting or forms of acceptance to be issued with the Offer Document
in respect of the Shares (as applicable) and to sign, execute and deliver any documents and to
do all acts and things as may be necessary for or incidental to facilitate the completion of the
Transaction, the acceptance of the Offer (as the case may be) and/or performance of my
obligations under this deed, in circumstances where the performance of such actions or
obligations by me have not otherwise been fulfilled before the deadlines set out in this deed.

Lapse of undertaking
This deed shall not oblige the Offeror to announce or proceed with the Transaction.

This deed shall, notwithstanding any other provision hereof, terminate and cease to have any
effect:



5.3

6.1

(ii)

(iif)

(iv)

(v)

(vi)

if the Offeror shall not have announced a firm intention to proceed with the Transaction
by 5.00 p.m. on 16 November 2023 or such later date as the Offeror and the Company
may agree; or

if the Scheme Document or Offer Document (as the case may be) has not been posted
within 28 days of the issue of the Announcement (or within such longer period as the
Offeror, with the consent of the Panel, determines) provided that if the Transaction was
initially being implemented by way of a Scheme, and the Offeror elects to exercise its
right to implement the Transaction by way of an Offer or vice versa, the time period in
this paragraph 5.2(ii) shall be extended to refer to within 28 days of the issue of the
press announcement announcing the change in structure (or such other date for the
posting of the Offer Document or Scheme Document (as applicable) as the Panel may
require); or

on the date on which the Transaction (whether implemented by way of a Scheme or an
Offer) is withdrawn or lapses in accordance with its terms provided that this paragraph
shall not apply where the Transaction is withdrawn or lapses as a result of the Offeror
exercising its right, in accordance with the Code, to implement the Transaction by way
of an Offer rather than by way of a Scheme or vice versa: or

if the Scheme or the Offer (as applicable) has not, in accordance with the requirements
of the Code, become Effective (as defined in the Announcement) on or before the Long
Stop Date (as defined in the Announcement, including as such Long Stop Date may be
extended as set out in the Announcement) as a result of the Offeror exercising its right,
in accordance with the Code, to implement the Transaction by way of an Offer rather
than by way of a Scheme or vice versa: or

if the Offeror announces that it does not intend to proceed with the Transaction and no
new, revised or replacement Scheme or Offer is announced by the Offeror in
accordance with Rule 2.7 of the Code at the same time; or

any rival offer for the shares of the Company by a third party other than the Offeror
becomes wholly unconditional (if made by way of a takeover offer) or effective (if made
by way of a scheme of arrangement).

If this deed lapses, | shall have no claim against the Offeror and the Offeror shall have no claim
against me under the terms of this deed save in respect of any prior breach.

Disclosure

Subject to and conditional on the Offeror announcing the Transaction by 5.00 p.m. on 16
November 2023 (or such later date as the Company and the Offeror may agree), | acknowledge
and consent to:

(i)

a copy of this deed being disclosed to the Panel;



6.2

7.1

7.2

(ii) the inclusion of references to me and the registered holder(s) of any of the Shares in
which | have (or will have as the case may be) a beneficial interest and to this deed (or
particulars thereof) being set out in the Announcement, the Scheme Document and any
Offer Document (if applicable) and any other announcement made, or document issued,
by or on behalf of the Offeror or the Company in connection with the Transaction, in
each case to the extent required by the Code; and

(iii) this deed being made publicly available as required by Rule 26 of the Code, including
being made publicly available on the Offeror’'s and the Company’s websites and
particulars of it being contained in the Scheme Document of the Offer Document (as the
case may be).

| further acknowledge that | am obliged to make appropriate disclosure under Rule 2.10(c) of
the Code promptly after becoming aware that | will not be able to comply with the terms of this
deed or no longer intend to do so.

Miscellaneous

The obligations and provisions set out in this deed apply equally to the persons from whom | am
to procure votes in favour of the resolutions to implement the Transaction pursuant to paragraph
2(i) above or acceptance of the Offer pursuant to the terms of paragraph 3(i) above (as the case
may be) and | shall procure the observance by such persons of the terms hereof as if they were
each specifically a party hereto.

This deed shall be governed by and construed in accordance with English law. Any matter,
claim or dispute, whether contractual or non-contractual, arising out of or in connection with this
deed is to be governed by and determined in accordance with English law and shall be subject
to the exclusive jurisdiction of the English courts.



DocuSign Envelope ID: D17612ED-E434-4473-A979-70A38306C4E2

| intend this document to be a deed and execute and deliver it as a deed.

:iDocuSigned by:

Signature of Director

Executed as a deed by

in the presence of:

DocusSigned by:

Name of witness

Address of witness -




ANNEX 1

Shares to which this undertaking relates

Part 1: ownership of Shares

Number of Shares

Registered holder(s)*

Beneficial owner(s)*

713,565

Rupert Clark

Rupert Clark

Part 2: Ownership of options

Number of Shares
under option

Share plan

Vesting date

Exercise price

400,000

City Pub Long
Term Incentive
Plan 2021 grant

May 2022 - May 2024

Nil

200,000

City Pub Long
Term Incentive
Plan 2021 grant

June 2025 - June2032

Nil

250,000

City Pub Long
Term Incentive
Plan 2021 grant

Nil

30,000

City Pub
Company Share
Option Plan 2016
grant

May 2019 — May 2026

£1.00
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ANNEX 2

ANNOUNCEMENT



NOT FOR RELEASE, PUBLICATION OR DISTRIBUTION, IN WHOLE OR IN PART, DIRECTLY
OR INDIRECTLY, IN, INTO OR FROM ANY JURISDICTION WHERE TO DO SO WOULD
CONSTITUTE A VIOLATION OF THE RELEVANT LAWS OR REGULATIONS OF SUCH
JURISDICTION.

THIS ANNOUNCEMENT CONTAINS INSIDE INFORMATION. UPON THE PUBLICATION OF
THIS ANNOUNCEMENT VIA A REGULATORY INFORMATION SERVICE, THIS INSIDE
INFORMATION IS NOW CONSIDERED TO BE IN THE PUBLIC DOMAIN.

FOR IMMEDIATE RELEASE

16 November 2023

RECOMMENDED ACQUISITION
of
THE CITY PUB GROUP PLC
(“City Pubs”)

by
YOUNG & CO.’S BREWERY, P.L.C.
(“Young!s,!)

to be implemented by means of a scheme of arrangement
under Part 26 of the Companies Act 2006

Summary and highlights

e The boards of City Pubs and Young’s are pleased to announce that they have reached
agreement on the terms and conditions of a recommended offer pursuant to which Young'’s
will acquire the entire issued and to be issued ordinary share capital of City Pubs (the
“Transaction”). The Transaction is currently intended to be implemented by means of a
Court-sanctioned scheme of arrangement under Part 26 of the Companies Act 2006.

e Under the terms of the Transaction, each City Pubs Shareholder will be entitled to receive:

for each City Pubs Share: 108.75 pence in cash (the “Cash Consideration”)

and

0.032658 new Young’s A Shares (the “New Young’s
A Shares”)

e Based upon the Closing Price of a Young’s A Share of 1,110 pence on the Last Practicable
Date, the Transaction represents a total implied value of 145 pence per City Pubs Share,
valuing the entire issued and to be issued ordinary share capital of City Pubs at approximately

£162 million.

e The terms of the Transaction represent a premium of approximately:
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o 46 per cent. to the Closing Price of 99 pence per City Pubs Share on the Last
Practicable Date; and

o 65 per cent. to the volume weighted average Closing Price of 88 pence per City Pubs
Share over the 3 months ended on the Last Practicable Date.

e Under the terms of the Transaction, City Pubs Shareholders will, in aggregate, receive
approximately 3,612,894 New Young’'s A Shares. Immediately following completion of the
Transaction, existing Young’s Shareholders will represent approximately 94 per cent. of the
Combined Group in terms of economic entitlement (and 90 per cent. of the Combined Group’s
voting rights) and City Pubs Shareholders will represent approximately 6 per cent. of the
Combined Group in terms of economic entitlement (and 10 per cent. of the Combined Group’s
voting rights). Applications will be made to the London Stock Exchange for the New Young’s
A Shares to be admitted to trading on AIM.

e If any dividend, distribution and/or other form of capital return is announced, declared, made,
paid or becomes payable by City Pubs in respect of the City Pubs Shares on or after the date
of this announcement and prior to the Effective Date, Young’s reserves the right to (at the sole
discretion of Young’s) reduce the Consideration by the amount of all or part of any such
dividend, distribution and/or other form of capital return. If (but only to the extent) Young’s
exercises this right or makes such a reduction in respect of a dividend, distribution and/or
other form of capital return, City Pubs Shareholders would be entitled to receive and retain
the relevant portion of any such dividend, distribution and/or other form of capital return (as
applicable), and any reference in this announcement or the Scheme Document (or, in the
event that the Transaction is to be implemented by means of an Offer, the Offer Document)
to the Consideration will be deemed to be a reference to the Consideration as so reduced.

Recommendation of the City Pubs Directors

e The City Pubs Directors, who have been so advised by Houlihan Lokey and Liberum as to
the financial terms of the Transaction, consider the terms of the Transaction to be fair and
reasonable. In providing their advice to the City Pubs Directors, Houlihan Lokey and Liberum
have each taken into account the commercial assessments of the City Pubs Directors.
Houlihan Lokey and Liberum are providing independent financial advice to the City Pubs
Directors for the purposes of Rule 3 of the Code.

e Accordingly, the City Pubs Directors intend to recommend unanimously that City Pubs
Shareholders vote in favour of the Scheme at the Court Meeting and the Resolutions to be
proposed at the General Meeting, as the City Pubs Directors who are interested in City Pubs
Shares have irrevocably undertaken to do in respect of their entire beneficial holdings of, in
aggregate, 5,260,351 City Pubs Shares representing, in aggregate, approximately 5 per cent.
of City Pubs’ total issued ordinary share capital as at the close of business on the Last
Practicable Date. In the event that the Transaction is implemented by way of an Offer, the
City Pubs Directors intend to recommend unanimously that City Pubs Shareholders accept
or procure acceptance of such Offer and to undertake irrevocably to accept or procure
acceptance of such Offer in respect of their entire beneficial holdings of City Pubs Shares.

Irrevocable undertakings and Letter of Intent
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In addition to the irrevocable undertakings from the City Pubs Directors described above,
Young’s has received:

o irrevocable undertakings to vote in favour (or procure the voting in favour, as
applicable) of the Scheme at the Court Meeting and Resolutions to be proposed
at the General Meeting (or, in the event that the Transaction is implemented by
way of an Offer, to accept or procure the acceptance of such Offer) from Gresham
House Asset Management Ltd, Otus Capital Management Limited and Unicorn
Asset Management Limited in respect of a total of 20,925,975 City Pubs Shares
in aggregate and representing approximately 20 per cent. of City Pubs’ total
issued ordinary share capital as at the close of business on the Last Practicable
Date; and

o a letter of intent to vote in favour (or procure the voting in favour, as applicable)
of the Scheme at the Court Meeting and the Resolutions at the General Meeting
(or, in the event that the Transaction is implemented by way of an Offer, to accept
or procure the acceptance of such Offer) from Canaccord Genuity Asset
Management LTD in respect of a total of 8,421,315 City Pubs Shares in
aggregate and representing approximately 8 per cent. of City Pubs’ total issued
ordinary share capital as at the close of business on the Last Practicable Date.

Accordingly, Young’s has received irrevocable undertakings and a letter of intent including
those irrevocable undertakings from the City Pubs Directors who own City Pubs Shares, in
respect of, in aggregate, 34,607,641 City Pubs Shares representing approximately 33 per
cent. of City Pubs’ total issued ordinary share capital as at the close of business on the Last
Practicable Date.

Further details of the irrevocable undertakings and letter of intent, including the terms on
which they cease to be binding, are set out in Appendix 3 to this announcement.

Background to and reasons for the Transaction

Young’s is a leading managed operator of premium pubs and bedrooms across London and
the south of England, with a rich 192-year history. It runs a predominantly freehold estate in
prime locations, and its pubs sit at the heart of their local communities.

Young’s has closely followed the City Pubs estate for some time and holds City Pubs’
premium, well-invested and wet-led approach in high regard. Young’s also recognises the
skillset, expertise and experience of City Pubs’ employees.

The Transaction represents a rare opportunity to acquire a high-quality pub and bedroom
portfolio of scale, allowing Young’s to increase its managed trading estate by 50" pubs to 279
pubs (an increase of more than 20 per cent.).

1 Includes the nine Mosaic Pubs in which City Pubs has a controlling and approximate economic interest of 53 per cent.
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The Transaction will also allow Young’'s to substantially increase the number of premium
bedrooms within the estate by adding 2402 bedrooms (an increase of more than 25 per cent.,
taking the total to 1,065 bedrooms).

The highly complementary nature of the Transaction is expected to allow the Combined
Group to take advantage of strategic, operational and financial benefits. In particular:

o Young’s notes City Pubs’ head office costs in the 52-weeks ended 25 December 2022
of £5.6 million and believes it will be able to integrate the two estates, and operate
the incremental pubs and bedrooms, with very limited additional overheads;

o the Transaction is expected to generate margin benefits including through purchasing
synergies with an approximate gross margin differential of 3 per cent. between
Young’s (as at 3 April 2023) and City Pubs (as at 25 December 2022); and

o Young’s believes it will also be able to achieve additional operational synergies at pub
level by leveraging its best-in-class operating practices, scale and booking platforms
and digital technology, while also enhancing the customer experience.

City Pubs’ predominantly freehold portfolio of premium, individual and well-invested pubs and
bedrooms presents an attractive opportunity for Young’'s to drive future growth. Through
operational alignment with the broader Young’s estate, Young’s anticipates increased like-for-
like food, drink and bedroom sales across the City Pubs estate, while continuing Young’s
strategy of consistent year-on-year investment at attractive returns in its pubs and bedrooms.

The culture of Young’s and City Pubs’ businesses are closely aligned, both championing an
entrepreneurial approach, underpinned by strong ambience and customer service and
facilitated by supportive and engaging team members. The City Pubs estate therefore closely
fits Young'’s strategy to operate premium, individual and differentiated pubs and bedrooms.
The Young’s Directors recognise the value of City Pubs’ strong customer relationships and
trusted teams, as well as the attractive growth opportunities that City Pubs has been pursuing;
particularly, the consistent investments made to improve the estate (most notably the addition
of nine pubs which operate under the Mosaic name, in which City Pubs has acquired a
controlling and approximate economic interest of 53 per cent., and the two recently acquired
pubs in London and Oxford). City Pubs’ track record and expertise provides the Young’s
Directors with confidence that the Transaction will help deliver on a local, customer-focused
strategy for the Combined Group.

The Transaction therefore represents a significant opportunity to accelerate Young’s existing
growth strategy and create value for all stakeholders of the Combined Group.

2 Includes 15 bedrooms from Mosaic Pubs in which City Pubs has a controlling and approximate economic interest of 53 per cent.
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e In particular, Young’s notes that the Transaction is expected to be earnings enhancing in the
first full year of ownership, retaining a strong balance sheet with a target to return to below
2.5x leverage over the short to medium term (on a pre-IFRS 16 basis).

Background to and reasons for the City Pubs Board’s unanimous recommendation

e Despite the ongoing challenges faced by the pub sector and the broader macroeconomic
environment, the City Pubs Board is pleased with City Pubs’ resilient operational and financial
progress in recent years and (as set out in the City Pubs Interim Results) the 12.4 per cent.
increase in like-for-like sales achieved in the first 38 weeks of the current financial year. The
City Pubs Board believes that City Pubs continues to deliver on the strategy set at the time
of its 2017 IPO, of growing its estate over time through acquisitions and driving returns
through operational excellence. In addition, with its focus on predominantly freehold property
and the well-invested nature of its estate, City Pubs has strong asset backing and, with net
debt at 25 June 2023 of £5.2 million at a historically low level, the City Pubs Board believes
City Pubs has amongst the lowest gearing in the sector.

e As a result, the City Pubs Board is confident that City Pubs is well-positioned to create
shareholder value as an independent business over the longer term within an improving UK
economy. However, the City Pubs Board would also highlight that as the economy continues
to adjust to higher interest rates, and with competition to acquire high-quality premium pubs
in the right locations remaining high, it has had to adopt a more measured approach to City
Pubs’ expansion than it would ideally have liked. As a result, City Pubs’ head office costs as
a percentage of sales are currently high relative to the scale of City Pubs and rising costs and
the ongoing imposition of duty and business rates taxes continue to put pressure on margins.

e The City Pubs Board has continually sought ways of creating value and liquidity for City Pubs
Shareholders against the backdrop of challenging stock market conditions which, in the City
Pubs Board’s opinion, had led to City Pubs Shares being undervalued and provided limited
opportunities for City Pubs Shareholders to realise their investment.

¢ In light of the above, on 5 October 2022, the City Pubs Board commenced a programme to
buy back City Pubs Shares, which was extended in September 2023 (the “City Pubs Share
Buy-Back Programme”). In aggregate, since the commencement of the City Pubs Share
Buy-Back Programme, City Pubs has repurchased a total of 1,920,279 City Pubs Shares at
an average price of 84 pence per City Pubs Share, returning approximately £1.6 million to
City Pubs Shareholders as at the Last Practicable Date.

e The average daily volume traded in City Pubs Shares during the period from the
commencement of the City Pubs Share Buy-Back Programme to the Last Practicable Date
was 109,928 City Pubs Shares, including the City Pubs Shares repurchased by City Pubs
pursuant to the City Pubs Share Buy-Back Programme. This low level of liquidity has made it
challenging for City Pubs Shareholders to monetise their holdings through the market, should
they wish to do so. In light of the Transaction, City Pubs is today terminating the City Pubs
Share Buy-Back Programme.

e Whilst the City Pubs Board has confidence in its standalone strategy for City Pubs, it is
cognisant of the material premium that the Transaction represents against the prevailing risk
for small consumer-facing businesses with exposure to macroeconomic uncertainties. The
City Pubs Board has, therefore, reached the conclusion that the cash certainty and ongoing
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exposure to the Combined Group provided by the Transaction, which is the culmination of a
number of proposals received from and negotiated with Young’'s, provide City Pubs
Shareholders with a significant acceleration to potential value creation, reduced operational
execution risk and ongoing upside potential which, the City Pubs Board believes, represents
an attractive risk-adjusted outcome for City Pubs Shareholders, compared to a continued
holding in an independent City Pubs.

The City Pubs Board highlights that the premium offered by the Transaction terms represents
approximately:

o 46 per cent. to the Closing Price of 99 pence per City Pubs Share on the Last
Practicable Date; and

o 65 per cent. to the volume weighted average Closing Price of 88 pence per City Pubs
Share over the 3 months ended on the Last Practicable Date.

The City Pubs Board notes that 75 per cent. of the Consideration is payable in cash, which
provides City Pubs Shareholders with the near-term opportunity to realise a significant
proportion of their otherwise relatively illiquid shareholdings in City Pubs in cash at a material
premium, which reflects an attractive multiple.

The City Pubs Board further notes that 25 per cent. of the Consideration is payable in New
Young’s A Shares, which provides City Pubs Shareholders with ongoing participation in the
expected success of the Combined Group. Immediately following completion of the
Transaction, City Pubs Shareholders will represent approximately 6 per cent. of the Combined
Group in terms of economic entitlement (and 10 per cent. of the Combined Group’s voting
rights) and will benefit from a more liquid shareholding in a large and well-capitalised group.

The City Pubs Board acknowledges the strength of the strategic rationale in Young’s acquiring
City Pubs (as outlined by Young’s above) and recognises the advantages to City Pubs of
being part of a larger, highly complementary and well-regarded group. The City Pubs Board
anticipates that the combination of City Pubs and Young’s, a business with a long established
and strong culture and an approach City Pubs has long admired, represents a significant
opportunity to accelerate Young's existing growth strategy and create value for all
stakeholders of the Combined Group. The City Pubs Board notes that the Transaction is
expected by Young’s to be earnings enhancing in the first full year of ownership.

In summary, the City Pubs Board believes that the Transaction offers an attractive risk-
adjusted outcome for City Pubs Shareholders, relative to City Pubs’ prospects as a
standalone business.

In addition to the financial terms of the Transaction, in its evaluation of Young’s as a suitable
owner of City Pubs from the perspective of all City Pubs stakeholders, the City Pubs Board
has also taken into account Young’s intentions for the business, management and employees
and other stakeholders of City Pubs, as set out in this announcement.

The City Pubs Board is delighted that Young'’s places great importance on the depth of skillset,
expertise and experience of the employees of City Pubs and recognises that employees of
City Pubs will be key to the future success of the Combined Group. Furthermore, the City
Pubs Board is also pleased that Young’s has stated that it holds City Pubs’ premium, well-
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invested and wet-led approach in high regard and considers the Transaction to represent a
significant opportunity to accelerate Young’s existing growth strategy and create value for all
stakeholders of the Combined Group.

e The City Pubs Board acknowledges that, following the Effective Date, as part of its
assessment of potential overhead synergies, Young’s intends to identify areas of overlap of
roles currently undertaken by Young’s and City Pubs personnel, and that this is expected to
result in a headcount reduction including in certain of City Pubs’ management (including the
executive directors of the City Pubs Board), corporate and support functions. The City Pubs
Board notes that Young’s does not intend there to be any material reduction in headcount
among City Pubs’ highly trained pub and bedrooms teams. Whilst the City Pubs Board regrets
the necessity for any headcount reductions, it acknowledges the likely benefits to City Pubs
in the next phase of its growth by becoming part of the Combined Group, and anticipates that
ongoing City Pubs employees will be able to benefit from potential new opportunities within
the Combined Group.

e Accordingly, as described more fully in the full text of this announcement, the City Pubs
Directors intend to recommend unanimously that City Pubs Shareholders vote in favour of
the Scheme at the Court Meeting and the Resolutions to be proposed at the General Meeting.

Timetable and Conditions

e It is intended that the Transaction will be implemented by means of a Court-sanctioned
scheme of arrangement of City Pubs under Part 26 of the Companies Act 20086, further details
of which are contained in the full text of this announcement (and full details of which will be
included in the Scheme Document). Young’s reserves the right to implement the Transaction
by way of an Offer, subject to the Panel's consent and the terms of the Cooperation
Agreement.

e The Transaction is conditional on the approval of the requisite majority of Scheme
Shareholders at the Court Meeting and the requisite majority of City Pubs Shareholders at
the General Meeting. In order to become Effective, approval of the Scheme must be granted
by a majority in number of Scheme Shareholders (or the relevant class or classes thereof)
who are present and voting (and who are entitled to vote), either in person or by proxy, at the
Court Meeting and at any separate class meeting which may be required by the Court (or, in
each case, at any adjournment, postponement or reconvention thereof) representing not less
than 75 per cent. in value of the Scheme Shares voted. In addition, in order for the Scheme
to become Effective, at the