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ECONOMY, ENERGY AND FAIR WORK COMMITTEE  

TIED PUBS (SCOTLAND) BILL  

SUBMISSION FROM    HAWTHORN LEISURE LTD (“Hawthorn”) 

12th JULY 2020 

Thank you for receiving our submission and taking the time to read through what we 
believe are crucial considerations in protecting Community Pubs, Jobs and the 
Economy in Scotland. 

Hawthorn is a major investor in Scotland where we own c100 community pubs. Our 
Parent Company NewRiver REIT plc also owns Community Shopping Centres in 
Newton Mearns, Leith, Paisley and Kilmarnock. We are very well placed to 
understand the negative consequences on the Scottish Beer and Pub sector and the 
Communities in which our pubs serve should this Bill proceed. We are also acutely 
aware of the detrimental impact this can have on the broader Scottish economy, 
having invested £97m in Scotland since 2014. 

The Tied Leased & Tenanted model is the truest and fairest form of Pub ownership 
and a Partnership that affords many individuals and partners the ability to start their 
own business with limited capital investment. This includes ongoing support benefits 
that only a Tied partnership can deliver. There are 3 main reasons why the 
Committee should reject this proposed Bill: 

1. A Free of Tie model does not work for most pubs in Scotland and across the 
UK, especially Community pubs because they require a much higher upfront 
cash investment, the ongoing commitment to pay a much higher fixed cost 
(Rent) and no access or support to marketing, training, ongoing Capital 
investment and repairs & maintenance 
 

2. The current Tied system works well, and there is no credible reason for 
changing it. The voluntary code that we have applied since it was launched in 
2016, works well and provides good Governance and procedures 
 

3. Should this Bill be successful this will inevitably lead to less investment, less 
entrepreneurship and less jobs all of which will have a negative impact on the 
Scottish Beer and Pub sector with a knock on downside impact on the 
Economy in Scotland in which we are a major investor and well placed to 
protect 

 

Further Background on the Leased & Tenanted model and how we continue to 
invest in our pubs in Scotland 

The Leased and Tenanted Tied model is a mutually beneficial partnership 
agreement, which affords potential Leased & Tenanted Partners (referred to as 
‘Partners’ through the rest of the response) across Scotland the opportunity to own 
and run their own business with little or no initial investment, limited risk and targeted 
business support.  
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Providing Partners with an ability to ‘go market rent only’ in the proposed form would 
mean that there will be no certainty for us and other investors/owners to invest in 
Tied-pub sites and therefore limit the opportunities for small business owners who 
want to take on their own pub. Since the Bill was introduced on 3rd February 2020, 
we have reviewed our planned investment spend in Scotland for 2020 and beyond. If 
passed into law, we will switch our focus into the Managed Operation model in our 
Scottish estate, thus reducing the much valued and successful entrepreneurship 
opportunities and inevitably will lead to less Leased and Tenanted pubs in Scotland 
as evidenced in England & Wales since the introduction of the Statutory Pubs Code 
in 2015. We pride ourselves in our successful Partnerships across Scotland and 
would like to preserve these close relationships and continue to invest in our people 
and our pubs. 

Our Partner Relationships 

We are proud of the Partnerships we have formed with our Partners. We conducted 
a Partnership survey during COVID-19 lockdown in June 2020, where 97% of our 
Pub Partners stated the support provided by Hawthorn met or exceeded their 
expectations during the COVID-19 crisis. Throughout the crisis, we have worked 
individually with our Partners to offer a range of support. The COVID-19 lockdown 
has proven more than ever that the Free Of Tie model is a very lonely and isolated 
place to be for a pub tenant with no access to financial support and a high fixed cost 
rent to be paid.  

With the reopening date for pubs confirmed and knowing that our Partners are 

extremely anxious about the potential of exiting this crisis with a large and 

unsurmountable debt, we have supported our Partners with financial, operational 

and moral support and reassurance.  

Hawthorn has committed that no Partner will come out of lockdown with a rent 
deficit, and we have provided to date £873,513 of financial support to Partners in 
Scotland, covering rent concessions and a Hawthorn support grant, covering stock 
losses and additional maintenance support. The amount of rent support in our 
Scottish pubs alone is £777,513, including not charging our Partners any rent for the 
months of July and August 2020 so they can focus on getting their business back up 
and running post-lockdown. 

Our Business Development Managers have provided emotional, wellbeing and moral 
support in Scotland in the 4 weeks post lockdown our team made a total of 355 calls 
to our Partners which averaged 2 hours in duration. In a Free of Tie model, there is 
not the role for our Business Development Managers to provide such support which, 
as evidenced by our survey, has been invaluable in recent months. They bring 
business expertise to Partners who may not have the same experience gathered 
from years of working in the sector and understanding the challenges and 
opportunities. 

We continue to invest in provision of additional marketing collateral to support our 
Partners to execute a message of safety and reassurance to our customers, at an 
average cost of £95 per pub, totalling £8,360. 
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We provided our pubs with PPE support including masks and hand sanitiser, at an 
average cost of £100 per pub totalling £8,800 across our Scottish estate. In addition, 
leveraging our supplier relationships, our Partners received additional sanitiser 
stations and supply, at an average cost of £750 per pub totalling £66,000. 

While the COVID-19 pandemic is an exceptional event, the above support has been 
provided to our Partners to help protect our joint business, keep customers and staff 
safe and protect the future of local community pubs.  We have put this level of 
support in place without any requirement for legislation or government intervention 
and is an example of the wider SCORFA (Special Commercial of Financial 
Advantages) benefits we offer our Tied Partners more of which is detailed below. 

Ongoing Partner Support 

We pride ourselves in offering SCORFA benefits to every Tied Partner. 

A Business Development Manager works alongside the pub Partner to develop their 
business, to create a mutually beneficial Partnership. We offer marketing support, 
promotional activity, buying clubs, and training courses, plus emotional and 
wellbeing support, especially for those partners who are less experienced in the 
operation of pubs. 

Support is also provided for repairs, maintenance, building compliance and 
redevelopment of the business through refurbishment projects designed to grow 
income and profitability for both the pub Partner and Hawthorn. 

Our Pub Portfolio and Range of Agreements 

Our Scottish pub portfolio consists of 96 Community pubs. Of these, 18% (17 pubs) 
are Leased and Tenanted with a Free of Tie agreement, 72% (69 pubs) are Leased 
and Tenanted with a partial Tie agreement, and 2% (2 pubs) are Leased and 
Tenanted with a full Tie agreement, and 8% (8 pubs) are managed. Our suite of 
agreements offers both a flexible and bespoke approach which enables a Partner to 
start their own pub business with minimal investment upfront.  

Tied Tenancy 

 Low ingoings investment of typically £10,000 or less 

 Typically 3-5 year agreement 

 The Partner runs their own business with full responsibility for all costs 

 The Partner is legally Tied to buying certain products through us, typically the 
Tie is on draught and packaged beer and ciders, with no Tie for wines, spirits 
or soft drinks 

 We offer an extensive range of products, available from all the major brewers, 
delivered through C&C (Tennents) 

 Rent for this Tied tenancy is below market levels and materially lower than a 
Free of Tie alternative, as Tied products in this model are more expensive 
than the market rate 

 Because of our scale, we can obtain discounts on Tied products and share 
the benefit with Partners 
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 Additional SCORFA benefits support is provided. We recognise the 
importance of partnerships and ensure our support is the best around to help 
the business become a success 
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Free of Tie Tenancy 

 Average £30,000 ingoings or higher 

 The Partner runs their own business with full responsibility for all costs 

 The Partner can purchase their products from the supplier of their choosing 
and can look for the best price 

 50% of our Free of Tie Partners still choose at their discretion to buy through 
Hawthorn Leisure benefiting from our scale and expertise 

 No SCORFA benefits support provided 

 Rent for the Free of Tie tenancy is significantly higher as Hawthorn Leisure 
generates income through only rent. 
 

You can therefore clearly see the Tied partnership model provides a low-cost entry 
to the market for self-employed Partners and aspiring entrepreneurs, especially 
young people who would otherwise find it challenging to own and operate a pub. 
Furthermore, we provide Partners with the flexibility, support and autonomy to 
develop unique and scalable businesses. We invest in our estate to assist in 
enhancing, modernising and diversifying their businesses as consumer habits 
evolve.  

In 2019 we invested £500,000 into our Scottish Pubs, our pre-COVID-19 plan for 
2020 was £2m of investment in our L&T pubs.  Since the lockdown, we have 
reviewed the plan and will now invest £500,000 in L&T pubs, and this is subject to 
upwards review should trade levels and confidence recover quickly.  The plan and 
future investment in L&T pubs will be reviewed again if the Bill is passed and/or the 
MRO option in the proposed form remains and will inevitably be downgraded. 
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Comparison of Tied Tenancy, Free of Tie agreement and a Fully Owned 
community pub in Scotland 

The table below provides a comparison of typical agreement type using examples 
from our estate.  

 Scottish Community Pub Purchase of a 
Scottish  

Community 
Pub 

Tied 
Tenancy 

Free of Tie 

Typical Gross Profit £150,000 £170,000 £170,000 

Rent Payable (£20,000) (£35,000) - 

Repairs & Maintenance (£4,000) (£5,000) (£5,000) 

Insurance (£3.000) (£4,000) (£4,000) 

Marketing & Promotion (£2,000) (£3,000) (£3,000) 

Interest Costs on  
Loan / Mortgage  

- (£1,000) (£6,000) 

Other Costs  

(Rates, Entertainment, 
Utilities) 

(£96,000) (£96,000) (£98,000) 

Pub Net Profit £25,000 £26,000 £54,000 

Upfront Capital Investment £2,000-
£10,000 

£30,000-
£40,000 

£300,000-
£400,000 

 

You can see from the table that there is very little difference in the net profit that a 
Partner makes from a Tied Tenancy to a Free of Tie tenancy and that the Free of Tie 
Tenancy carries a much higher upfront capital investment plus higher fixed costs 
through the payment of higher rent. Under a Free of Tie arrangement, the tenant is 
taking all the risk, whereas in a Tied agreement, the risks and rewards are shared. 

A fully owned independent pub is the usually most profitable but this of course 
requires the ability to buy the freehold of the pub with a large capital investment 
upfront plus the taking on of a sizeable mortgage. We do in fact often sell individual 
pubs and its usually for this reason that attracts people with significant savings into 
the sector. 

The final point to observe is the economies of scale that can be passed on through 
the partnership, from reduced insurance, repairs, distribution costs and 
marketing/promotion. This is an often-overlooked benefit of the Tied partnership 
agreement. 

Beer Supply and Range 

Hawthorn, through its scale, has access to the whole of the beer supply chain/market 
and has no Tie to any specific brewer. We have negotiated preferential terms with 
our suppliers, which provide discounts for our Partners. 
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We also have terms agreed with SIBA (the Society of Independent Brewers), offering 
access to a broad range of local and Scottish Cask Ale brewers.  In addition, we 
have an extensive range of Scottish Cask Ale available through our distribution 
partners C&C. 

Conclusion 

The Tied Tenancy agreement is a proven model for pub ownership, Partnership and 
investment into community pubs in Scotland. We believe that there is no evidence to 
show that legislation is needed in Scotland and its introduction would be detrimental 
to our sector and the wider Scottish economy. This was also the conclusion of the 
independent study commissioned by the Scottish Government, conducted by APS 
Scotland and published on 6 December 2016.  

For the Scottish Beer and Pub sector to remain sustainable and investable, and for 
the many communities that rely on their local community pub, for the jobs created for 
young and old across the industry, for all the unnecessary cost and burden this will 
put onto this important community industry, it is crucial this Bill is rejected. 


