
 

 

Economy, Energy, Jobs and Fair Work Committee. 

The Scottish Licensed Trade Association welcomes the opportunity to provide further evidence to 

the Committee following our participation in the 1st Evidence Session of the Committee on 18th 

August and also takes this opportunity to rebut comments made during the 2nd Evidence Session. 

 

Average Earnings – In the 2nd evidence session it was stated by Emma McClarkin of the 

BBPA/SBPA that on average tenants earn £38k per annum.   

The SLTA would question the credibility of this response for the following reasons: 

1) Pub tenants own and operate their own businesses – as such they trade through their own 

legal entities and Pub Owning Companies simply do not have access to the financial accounts 

and tax returns of their entire estate - so the POC’s are unable to say with any certainty what 

the average income of their tenants is. 

 

2) Independent research conducted by CAMRA and others indicates the typical pub tenant 

earns far less than £38K, with many/most earning below £20K.  CAMRA research has shown 

that 64.5% earn below £15k with 2 out of 3 earning below minimum wage. 

 

3) The SLTA has received responses from tied pub tenants in Scotland indicating that it is 

common for tenants to earn under £20k, and indeed, that many earn little or nothing from 

their tied pubs and that most are in such a precarious financial position that they are unable 

to save for a rainy day or make any material contribution to pension savings. 

We would be grateful if the Committee could press the BBPA/SBPA for evidence of their statement 

on average tenant income as we suspect the average £38k figure presented may have been taken 

from the rent model figures of what the projected income for the tenants could be, rather than the 

actual income achieved.    

Clarification on this should be sought by the committee with urgency, and if it is the case that such 

data is being pulled from hypothetical scenarios in rent models, or from a small and unrepresentative 

sample of their more successful tenants, we would urge the committee to treat such assertions with 

caution. 

 

Investment – There was a lot of focus on investment and threats from the Pub Owning Companies 

that this would be reduced or cease if the Tied Pub (Scotland) Bill was introduced in Scotland.    

From our experience, Pubcos are currently receiving between 18% & 30% annual return on their 

investments with a payback within three to five years.  This return on investment is paid entirely by 

tied pub tenants via the mechanisms of increased rent and wet rent. 

What wasn’t mentioned was that, after the investment was paid back, and unlike other finance 

options, Pubcos still continue to charge the inflated rent, which was to cover the original investment, 



forever more.   The inflated rent is also the starting point for any future rent reviews.  So even if they 

get their payback in 3 years, plus return on investment, they continue charging in perpetuity as long 

as the tenancy agreement is in place. 

Comments made in respect of delayed investment by Pubcos also highlights that such benefits are 

not contractually included within tenancy agreements and any intended investment by a Pubco can 

be withdrawn at any time (even after the lease has commenced), leaving tenants with no avenue to 

alternative finance. 

The SLTA has evidence, obtained under assurance of confidentiality, that demonstrates an example 

of promised works being cancelled despite being included in the lease documentation and also a 

legal opinion that said works were not legally enforceable by the tenant.  We would be happy for 

civil servants to authenticate this evidence provided assurances could be given that the source 

would remain anonymous. 

The SLTA would also remind the Committee that Pubco-funded investments are extremely 

expensive, are paid for by the tenants through inflated rents and wet rents which continue indefinitely 

and are not reduced when the investment is paid for, and are at much higher rates than market rates 

available to independent operators. 

 

Support - Ongoing support for tenants was also mentioned at the evidence session and was 

described as being critical for tenants.  It must be noted that this support is voluntary and is not 

included in any lease terms.  

Tenants cannot rely upon it, enforce it, sell it or value it, yet pay for it many times over through 

inflated beer prices and rent levels. 

 

Rent Concessions – It has been stated in a number of e-mails and correspondence that one Pubco 

looked at every pub individually and based their calculations on the BBPA rent model for relevant 

pub sectors i.e. city centre, community etc.   

We understand a number of publicans have asked to see these calculations and have also asked 

to be looked at individually due to location, tourist base, university town, city centre etc, however as 

far as we are aware no one has been given sight of the calculations or had their rent concession 

reviewed so far outwith the format of 50% reduction for anyone who received £25k grant, 75% 

reduction for £10k grant, and 90% reduction only  for the handful that had no grant received.  

The SLTA has been contacted by a number of these tenants expressing concern that their Pubco 

appeared to have structured their Covid-19 rent concessions purely on a basis of maximising the 

Pubco’s ability to recover rent from these Scottish Government hospitality grants, which were 

intended to help small businesses survive, not to enrich the shareholders of large PLC companies.      

Some individuals, on several occasions, asked to be looked at outwith these terms and were bluntly 

told that it was not possible and if they didn't want the discount, it would be removed.   

It was also stated at the 2nd evidence session that a Pubco had continued the concession on for a 

further 2 months after reopening to allow businesses to regain some cashflow.   This has only been 

the case for pubs that could open on the 4th July in England, there were still a number of pubs in 

Scotland that did not open until August, but are not getting this benefit of continued concession for 

the full first 2 months and from September we are informed that concessions are being reduced 

across the board. 



There was also a point in the 2nd evidence session where a question was asked regarding rent 

payments and if the rent was deferred or cancelled during lockdown.   From the response given it 

was suggested that all rent was cancelled during this period and that was not the case.   

Concession rents were deferred until the premises were trading again, not cancelled.  It must also 

be remembered that any deferred rent is being asked to be repaid within 12 weeks of reopening, 

even with reduced capacities in premises and many pubs operating at a small fraction of last year’s 

income and indeed many trading at a loss currently with ongoing Covid-19 restrictions to trade. 

 

Shared Risk and Reward - Even basing the average earnings of £38k for a tenant based on rent 

models it would translate to £38k rent for the pub and on average the rents are roughly 10-12% of 

net turnover.   Therefore, if we say a pub on £38k rent, turning over £380k pa, £7.3k net per week, 

with a split of 75:25 wet to dry, then we can surmise the profit for the Pubco on a pub that is doing 

258 barrels pa would be around £115,400.  This is based on 258 barrels x £300 per barrel brewers 

margin versus a profit of £38k for the tenant, even if you look at a pub with higher discount and a 

reduced margin for example £250 per barrel, it would still be £102,500.  The profit is very much 

weighted to the benefit of the Pubco. 

As the EI Group has shown the average pub has a net profit of £100k but the Pubco company takes 

£83k and the tenant just £17.5k and this has also been shown in surveys carried out by CAMRA. 

Taking in rent concession over the lockdown period, if we assume a pub on £38k rent per annum 

received 50% rent reduction and then  40% Sept, 30% Oct and full rent from Nov, it would mean the 

Pubco would have collected around 72% of their rent for the year, roughly £27k in rent, margin of 

£49,200 (64 brls x £300 for Jan to March, 100 brls x £300 July to Dec).   So potentially a total profit 

for the year of lockdown of £76,200.   In comparison, a tenant will be very lucky to break even. 

Pubcos also have the protection of tied tenants’ personal guarantees in place so there is little or  no 

risk if the business fails as the company can and does seize any assets in the pub, and worse, often 

pursues the tenant for personal assets such as putting a charge against their home. Again, the risk 

and reward basis falls heavily on the side of the Pubco. 

 

Beer Credits – Mention was made of the support to tenants with beer credits from Covid-19. 

Pubco/Brewer companies received full duty refund and the only cost was materials.  They also didn't 

fully refund on a pro-rata basis opened kegs and some re-dated a number of kegs that went out of 

date during lockdown for a further 3 months. 

 

Repairs - Under most Pubcos 5-year tenancy agreements the companies are responsible for repairs 

to the structure of the building.   Many Pubcos are notoriously bad at completing these repairs and 

usually do as cheap a job as possible to patch over the issue which inevitably comes back worse. 

The SLTA has evidence from multiple respondents re disputes on the topic of repairs, and the 

repeated failure of Pub Companies to honour their repairing obligations in a timely fashion or at all.   

We would be prepared to allow civil servants to authenticate examples of such failures with the 

assurance of confidentiality for the tenants involved as many have expressed a fear of retribution if 

they are seen to be cooperating with the Committee. 

 

Joint Ventures - Joint Ventures were mentioned and we would stress that such businesses would 

not be affected by the Tied Pub (Scotland) Bill.   Joint Ventures are not tied tenants. Therefore, the 



views of those operating different models of pub management should not, in our opinion, be 

considered by the Committee. 

 

Tenancies – The MRO option for tenants as proposed in the bill is a choice for tenants and those 

who contacted the committee in support of their current tied arrangements have nothing to fear from 

an MRO option.   

As the SLTA stated in its initial response “If most tenants are happy with their current tied 

arrangements and feel they represent good value, they will have no desire to change them. If, 

however, most tenants are dissatisfied with the way the tied model works, and the MRO option gives 

them the right to leave it, POCs will be forced to become more responsive to the needs of their 

customers, to the benefit of Scottish pub tenants, Scottish producers, and Scottish consumers.” 

 

Acceptable Income - It was said in the 2nd session that an acceptable income of £25,000 had been 

identified.   In our opinion this is totally unacceptable for what is, in most cases, a business run by a 

couple.   Considering the number of hours and days of the week these individuals are working or 

are effectively on call, £25,000 is a very low level of reward and will in many cases be significantly 

below minimum wage levels. 

The SLTA has been contacted by tenants and provided evidence of income and earnings well below 

the levels that the Pubcos and their trade bodies suggest are acceptable.   

We are happy to provide such evidence for authentication by civil servants under the condition of 

confidentiality as tenants have expressed a fear of retribution were their identities to be made known 

to the Pub Companies. 

 

Pub Closures – To gauge this more effectively, premise closures should not be confused with 

business failures.   Pubcos do not give details on the turnover rate of tenants for each site they 

operate, yet each failure is a closure of a tenanted business.   The last data from a leading Pubco 

showed some sites had multiple tenants in very short periods of time.   One premises had over 9 

tenants in just a few years. Therefore, if the closure of a "tenanted business" is considered, the 

closure rate of "tied pubs" overall is far higher than the independent sector closure rate. 

There was also mention of potential job cuts within the sector and the SLTA would question if there 

were job cuts in England and Wales when the Pub Code was introduced there. 

 

Use of the voluntary code - A voluntary code will not lead to a balance of Risk and Reward, so it 

will not deliver on one of the key aims of the Tied Pub (Scotland) Bill.    

Tenants are aware that such voluntary codes will not resolve their issues and therefore do not use 

these ineffective routes to arbitration. 

 

Summary 

The evidence presented by supporters of the Bill clearly identifies the need for a Statutory Pub Code 

in Scotland.  Why should Scottish tenants not have the same, or better still improved, protection as 

tenants in England and Wales.  99% of tenants believe they should.  After 4 separate attempts were 

made to resolve tenancy problems in England, a Statutory Code was finally introduced, albeit not 



perfect, to protect tenants’ rights.   If the Scottish Government needs further evidence of why a 

Statutory Code should be introduced, they only have to look at what happened south of the border.   

Scottish tenants have already put their heads on the block when their views were given previously 

to the Westminster Parliament hence the reluctancy to do so again at the risk of negative 

“unintended” consequences. 

 

SLTA - ADDITIONAL EVIDENCE FROM TIED PUB TENANTS 

Since the recent Committee Evidence Sessions, the SLTA has been contacted by a number of tied 

tenants expressing their concerns regarding some of the evidence presented. 

We have assembled several case studies and comments from a variety of tied tenants for the 

Committee to consider.   

The SLTA has been requested to keep the identities of these tenants anonymous for fear of 

retribution and also to avoid providing details that would make them easily identifiable.  However, 

we are willing to conduct a review with a civil servant to verify the authenticity of these cases on 

condition of confidentiality for the tenants involved and trust the following will be kept within the 

confines of the Committee. 

 

Case Studies 

Tenant ‘A’ 

Tenure: Lease 

Region: North 

Turnover: Consistently in excess of £1m per annum gross 

Approximate tenant income:  

• 2019 – around £25k 

• 2018 – under £10K 

• 2017 – under £10K 

• 2016 – under £5K 

Pubco Rents: IRO £70,000 p/a 

Pubco Wet Rent (inflated beer prices above open market): IRO £40,000 p/a 

Pubco additional margin (inc. base margin on beer): IRO £30,000 p/a 

The SLTA estimates the Pubco earnings for this site, including beer margin at open market prices 

and before wet rent, are in the region of £140,000 per annum.   Versus tenant earnings of at best 

£25k per annum, and at worst £4k per annum.   

Tenant Commentary: 

Our pubco refuses to discuss individual support, and is now demanding tens of thousands 

in backdated rent while we are trading at a fraction of last year’s levels.  We want out but 

cannot leave.   The Voluntary Code is “toothless” and inferior to many of the codes that used 

to be in place with individual pubcos. Our pubco used to let you “escape” with a 6-months 

rent penalty.   Now it is up to individual terms and conditions and we’ve been told we’d need 



to assign (sell) the lease on to someone else to escape it.  We have personal guarantees in 

place and are trapped and heavily in debt to the Pubco. 

 

Tenant ‘B’ 

Tenure: Tenancy 

Region: South 

Turnover: Around 350K per annum gross 

Estimated tenant income:  

• Under 20K per year 

Pubco Rent: IRO £35,000 p/a 

Pubco Wet Rent (inflated beer prices above open market): IRO £20,000 p/a 

Pubco additional margin (inc base margin on beer): IRO £5,000 p/a 

The SLTA estimates the Pubco earnings for this site, including headline rent and beer margin at 

open market prices, and also wet rent, are in the region of £60,000 per annum.   Versus tenant 

earnings of around 20k per annum at best.  

Tenant Commentary: 

“I asked before lockdown about a new agreement and was told that they had someone else 
interested as well. I was told by my business development manager to put a new business 
plan in using an accountancy firm of their choice at a cost of £180 + vat.   I believe the new 
tenant used the same accountancy company as well. 
 
I kept asking when a decision would be made to be told nothing has been decided yet. I was 
offered a rent reduction of 75% during lockdown and was constantly asked if I had 
received my grant from the government as it was to be used to pay rent!   After lockdown I 
asked about the tenancy and was kept waiting for another few weeks to then be told that they 
were giving it to a new tenant 
 
I wanted to renew my lease but they have given it to someone else after five years, feel 

cheated after still paying rent throughout lockdown.” 

SLTA Commentary: 

This is a particularly egregious example of pubco behaviour. Having leased the pub to 

‘Tenant B’ some time ago, the tenant’s business failed due to unsustainable commercial 

terms.  They were then offered a month to month tenancy which went on for years, while they 

believed they were negotiating for a new tenancy.  The pubco had them pay rent during 

lockdown but then leased the pub to someone else at a significantly lower rent than was the 

case with ‘Tenant B’s original lease. 

 

Tenant ‘C’ 

Tenure: Lease 

Region: Central 

Turnover: Confidential but can be verified to civil servants 



Estimated tenant income:  

• Tenant is suffering a loss of tens of thousands per year 

Pubco Rent: IRO £60,000 p/a 

Pubco Wet Rent (inflated beer prices above open market): IRO £30,000 p/a 

Pubco additional margin (inc base margin on beer): IRO £20,000 p/a 

The SLTA estimates the Pubco earnings for this site, including headline rent and beer margin at 

open market prices, and also wet rent, are in the region of £110,000 per annum.   The tenant is 

losing tens of thousands of pounds per year.  

Tenant Commentary: 

“We pay over (open) Market Rental Value for the property and we have free of tie on (several) 
fonts.  We have spent hundreds of thousands on renovations of the property over the past 5 
years without any capital investment from our Pubco.   We are obliged to buy our tied beers 
& soft drinks at inflated prices above that of wholesalers to the tune of £40-£50 per 
keg.  Cases of soft drinks are £7-8 more expensive than Matthew Clark and others. 
  
Our lease has a side letter with a so called ‘Minimum Purchase Obligation’ of hundreds of 
barrels a year which we agreed to in good faith that this was on a par with what had been 
purchased by the previous tenant when the pub was very badly managed.  We subsequently 
found out that the rent model projections were significantly inflated over the previous 
performance & the previous purchases were 100 barrels lower than what we had been 
told.  We received a letter threatening a substantial fine for not hitting the ‘MPO’. 
  
Since lockdown we received a heavy-handed letter “take it or leave it” offering 50% rent 
concession for 3 months which has now been extended with a slightly different offer for 
September and October. 
  
We were due to have a rent review last year which was delayed. We have not made a profit 
for the past 5 years and we do not see that 2021 will be any different.  We have asked our 
BDM for an Assignation of Lease Pack to be sent to us in anticipation of calling it a day.” 
 
SLTA Commentary: 
 
This publican is a well-known and high-profile business in Scotland with extensive trade 
experience.  This business has previously been the subject of statements from their Pubco 
extolling the virtues of a Pubco lease.  
 

Tenant ‘D’ 

Tenure: Tenancy 

Region: Undisclosed 

Turnover: In excess of £1m 

Estimated tenant income:  

• 2018 – around £5,000 

• 2019 – around £22,000 

• 2020 – anticipating loss of around £50,000 

Pubco Rent: IRO £65,000 p/a 



Pubco Wet Rent (inflated beer prices above open market): IRO £80,000 p/a 

Pubco additional margin (inc base margin on beer): IRO £35,000 p/a 

The SLTA estimates the Pubco earnings for this site, including rent and beer margin at open market 

prices, and also wet rent, are in the region of £180,000 per annum.    

Tenant Commentary: 

We have been in dispute with the pub company since almost day one of our agreement – 
broken promise after broken promise – the Pubco has repeatedly moved the goalposts at the 
last moment in negotiations with a ‘take it or leave it’ attitude after knowing we had made 
significant financial commitments to the pub in good faith. We took our pub after the previous 
tenant went bankrupt, we had no investment from the Pubco, we had to invest many tens of 
thousands of our own money in repairs and renewals to make it fit for purpose 
 
The Pubco committed to repairs after collecting tens of thousands in dilapidations funds 
from the old tenant. Most of these repairs were still not completed 2 years into our lease with 
water pouring into the building. Our Pubco didn’t seem to care about their repair obligations. 
The Pubco is still in multiple breaches of their agreement but the voluntary Scottish Pubs 
Code is useless and our solicitor has advised us we have no legal recourse without spending 
a lot of money on a risky legal challenge due to the vague nature of the Pubco lease wording.  
Survival now depends upon goodwill of Pubco, bitter experience in this regard leaves us 
pessimistic for the future. 
 
We have asked for support during the Covid-19 crisis but still paid thousands of pounds per 
month in rent while we were closed, the Pubco will end up taking almost our entire 
government grant this year in rent leaving us little for other debts including the borrowing 
we took on to survive Covid-19 closure. 
 
SLTA Commentary: 
 
This publican is an award-winning multiple publican in Scotland, with decades of experience, 

who expresses real doubts over her business survival after taking a Pubco lease. 

 

Since the recent publicity surrounding the Tied Pub (Scotland) Bill the SLTA has been contacted by 

a number of tied pub tenants expressing high levels of concern with Pubco behaviour. 

The examples above are by no means unusual, or rare, however they are demonstrable and from 

tenants willing to share the details for verification by a neutral civil servant on a confidential basis. 

We will leave the Committee to consider the most recent additional quotes and comments received 

from tenants….. 

• “They charge us a domestic rent for the flat above yet refuse to maintain the flat at all 
or abide by the rules of leasing domestic properties. It's damp, has many leaks, rotten 
windows and no insulation.  There are parts of the building that our Pubco are 
responsible to maintain yet they don't.  I have a building that has had a leaking roof 
flooding the domestic property and the bar regularly.” 

 

• “I have a collapsed drain that stops rain water draining away and which floods my 
cellar on a regular basis - I've been waiting almost 6 years for them to rectify this yet 
every time it's looked at, they cancel the job.” 

 

• “The rent they charge is obscene for the area that we are in. This factored in with every 
other bill I have to pay just makes making a living for myself impossible. I have to work 



another job in the day just to help support my family and I work evenings and 
weekends without a wage - this obviously left me not eligible for the help from the 
government through the self- employed furlough scheme.” 

 

• “I have had 5 BDM's so far, so one a year. This means absolutely no continuity and 
anything agreed by 1 of them is completely ignored by the new one.  The BDM's are 
there to help you develop your business apparently yet the only thing I've ever been 
given is lectures on not to buy outside of my tied agreement.  This seems to be all they 
are interested in.” 

 

• “The tied agreement is completely unfair, forcing me to pay at least £40 a keg above 
normal prices for every keg.  I am the only tied pub in the town so have to compete 
with free of tie business meaning that I must price match or have no customers.” 

 

• “I have pleaded with my Pubco for help in the form of a rent payment holiday or a time 
without high charges on kegs to allow me chance to pay off some other debts but no 
help ever comes.” 

 

• “My pub is busy, I run a really good premises but all I do is rent a building from them 
and I can't understand how or why they are allowed to crucify their tenants in this way.  
All they are interested in is taking absolutely everything they can.” 

 

• “Having looked at the details of the bill I actually feel even more ripped off, our rent is 

well above market rental value AND we are paying around £40-50 per container of 

beer/cider more than independent wholesale prices.” 

 

• “We’ve had 3 BDM’s in 3 years.  We are now the third or fourth tenant trading our pub 

in four years. The previous two went bankrupt.  We had no investment from our Pubco, 

invested our own money to turn the pub around, and have increased sales to all-time 

highs. Our sales were over £1 million last year but I earned less than minimum wage 

on an hourly basis.  This can’t be right.” 

 

 

 


