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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

TIED PUBS (SCOTLAND) BILL 

SUBMISSION FROM          G1 GROUP PLC / IONA PUB PARTNERSHIP 

 

1. What are your views on the Bill overall? Do you think that legislation in this area 

is necessary? 

By way of background, Iona Pub Partnership is the leased pubs division of G1 Group plc. 

G1 Group plc is one of the largest and most diverse property, leisure and retail businesses 

in Scotland, with business divisions including hotels, cinemas, shopping centres (the largest 

being Castlemilk Shopping Centre, Glasgow, with 58 units), construction and shop-fitting, 

convenience stores and licensed premises (generally pubs, restaurants and nightclubs). 

We are a wholly Scottish group, owned in Scotland and with no business interests outwith 

Scotland. 

In terms of licensed premises, we own 160 licensed units, of which 47 are directly managed 

and operated by us and 113 are leased to tenants through our Iona Pub Partnership 

division. Of the leased units, 82 are tied to some degree and the remaining 31 are 

completely free of tie. Our Iona Pub Partnership division (including both tied and free of tie 

pubs) contributes around one fifth of our group EBITDA. 

Within our tied pub estate, the nature of the tie varies from property to property. For 

instance half of our tied estate has no tie on bottled and canned beers and lagers, which 

allows them to stock a range of Scottish craft beers or other guest beers, many of which it 

would not be viable to stock on draught.  

In other cases, tenants are tied on the standard/mainstream draught beers and lagers but 

permitted to bring in specialist cask ales from outwith our supply chain, to cater for local 

demand. This is most likely to benefit small local breweries, where there is demand for that 

product locally but not across our wider estate.  

We created our leased pub portfolio relatively recently compared to some of the other pub 

companies referred to in the background papers to the Bill. The majority of our leased 

estate has been created by purchasing small portfolios of community pubs from the larger 

pub company estates, the majority of which were traditional wet-led pubs located in more 

challenging geographical trading areas. Many larger pub-owning companies, such as 

Enterprise Inns, chose not to trade in Scotland, as they considered this a challenging 

trading region and it did not fit their business model. We have a number of pubs in 

communities that most other pub-owning companies seek to avoid, such as Easterhouse 

and Nitshill in Glasgow, Torry in Aberdeen and Lochee in Dundee. Our team have the skills 

and experience to assist tenants in developing successful businesses in these areas and 

we have, to date, been committed to retaining these pubs within our portfolio, despite some 

operational difficulties - an example being one pub which was set on fire twice by a rival 
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publican, resulting in significant refitting costs which we bore ourselves as the tied tenant 

could not have financed such work on their own. 

A number of factors have curtailed the growth of our leased portfolio, including the more 

negative attitude of banks towards the community pubs sector. Investment in this sector is 

difficult to fund and, on a like for like basis, our tied estate has shrunk by around 15% in the 

last five years. The likelihood is that our tied estate may continue to shrink going forward, 

through change of use and further disposal in cases where use of a particular property as a 

pub is no longer viable.  

Any increase in costs and regulation imposed on our business, such as that envisaged in 

the Bill, will only accelerate this reduction in numbers. After analysis, it is likely our tied 

estate would shrink to below 50 units if the Bill was enacted and something similar to the 

Pubs Code in place in England and Wales was applied to us. Generally speaking, it is likely 

that pubs with particularly challenging financial and trading positions would be closed and 

converted to other uses, including potential use as convenience stores within our 

convenience store division. Where the MRO / Pubs Code might significantly adversely 

impact our financial return from pubs, these pubs will likely be converted to units within our 

managed estate, whereby we would directly manage and operate them, without a tenant. 

Pubs not falling within these two categories are more likely to continue as tied pubs but it is 

clear that the impact of this Bill, insofar as affecting our estate, would be to both reduce the 

number of good quality opportunities available for tenants to lease pubs and reduce the 

number of pubs operating in Scotland, as a result of pub closures. It is inevitable this would 

lead to loss of employment opportunities within the pub sector. 

We are aware of a number of smaller pub-owning companies who are under huge financial 

pressure at present, which has only been exacerbated by the Covid-19 pandemic. The 

introduction of further regulation in the form of this Bill may well be the catalyst for these 

businesses becoming insolvent or financially distressed, which is likely in turn to lead to the 

loss of some of these SME businesses and to pub closures. Historically, we have been 

regarded by insolvency practitioners, banks and brewers as one of the few obvious 

potential purchasers of distressed hospitality assets and over the years we have 

successfully rescued businesses, including hundreds of jobs, by purchasing distressed 

hospitality operations from businesses such as Big Beat, Festival Inns, Carnegie Group, 

Scotsman Hotel and House Restaurants. The implementation of a Pubs Code on tied pubs 

is likely to mean that the rescue of distressed pubs is less viable in the future, meaning we 

deploy our capital elsewhere.  

We believe the tied model offers a good opportunity to individuals wishing to run their own 

pub. It is generally available at a much lower entry cost than a free of tie lease and sees the 

landlord and tenant sharing the risks and rewards of the business. While a pub-owning 

company landlord does receive an element of income from the tie, unlike the fixed rent this 

income fluctuates according to the success or otherwise of the tenant’s business and other 

seasonal factors. For instance greater sales in the run up to Christmas will lead to a greater 

income from the tie whereas a quiet January and February will result in much lower tied 
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income. A lease based purely on commercial rental income does not allow for the landlord’s 

income from the property to fluctuate to this degree and the rental amount is simply 

apportioned across the year with no regard to trade, putting tenants under more pressure in 

quieter months. Our operating model means that we have the flexibility to provide each 

tenant with tailored financial terms in respect of rent, pricing and supply of tied products, 

purchasing of fixtures and fittings and other lease costs, in order to best adapt to the 

tenant’s business plan. This would likely become unviable if particular formulae were forced 

on us by a Pubs Code.  

It is worth reflecting on the fact that the circumstances created in the retail and hospitality 

sectors by Covid-19 have led to increasing calls by several industry bodies and others for 

rent payments to be more closely linked to turnover, so that landlords and tenants are 

better sharing risk and reward associated with the relevant leased property and the rent can 

fluctuate to follow customer demand. The nature of the tied element of rent means that an 

element of turnover-style rent is already built into tied pub leases, which we believe will be 

of great benefit to tenants as the sector begins to recover from the pandemic. 

As tied pub landlords are more invested in the success of the tenant’s business than a 

normal commercial landlord, we provide substantial support to our tenants, to help them 

grow their businesses in a sustainable manner and in compliance with the myriad legislative 

and other compliance requirements which affect pub operators. In particular, we provide: 

 subsidised legislative and skills training via our training partner, Flow Hospitality 

Training 

 marketing resources, including a full 6 monthly health-check, complimentary and 

subsidised marketing material, social media training and website provision 

 a dedicated food development resource to help tenants introduce food offers – 

including menu creation, costing, chef recruitment, training and procurement of 

kitchen equipment 

 compliance reviews to ensure pubs are run safely in relation to all legislation, 

including food safety, licensing, fire regulations, health and safety etc.    

We have also provided a high degree of support during the period of pub closures due to 

Covid-19, including significant rent concessions and advice and assistance to tenants in 

accessing grants, rates relief and furlough assistance. Even after significant rent 

concessions and other support, the combined level of tenant debt within our estate is 

currently above £500,000. We are supporting tenants by allowing debt to be repaid over a 

three year period at 0% interest. Debts of the levels we have seen would have otherwise 

forced many of our tenants’ businesses to close but our support, which is at a level not 

available at high street banks, has allowed these businesses to continue to trade and 

enabled our tenants to retain staff in employment in the longer term, particularly as the 

furlough scheme winds down. 

We have also invested significant time and resources in assisting our tenants in their 

preparations for reopening under Covid-19 regulations. This has been a significant 

undertaking but we have been able to draw on the internal resources available in our wider 



  EEFW/S5/20/TP/36 

4 

business to assist our tied tenants, something which would likely not occur in a more arms-

length landlord and tenant arrangement. We have also been able to lead a large number of 

tenants, at very short notice, through the process of obtaining temporary licences for 

outdoor areas under the various regimes brought in to allow outdoor areas to reopen prior 

to the indoor parts of pubs. This has all involved substantial investment in our tied estate at 

a time when our income has dropped to a historically low level. 

It is likely that such assistance, both Covid-related and the more general assistance we 

provide, would be far more limited if the tied model was impeded in the manner outlined in 

the Bill, given the landlord’s trading model would be at risk of substantial change at any 

time. This would almost certainly lead directly to staff redundancies within our business 

development, food support and marketing teams. We find that at least 50% of new tenants 

enter the market without much prior experience and, as such, the support we offer is 

crucial. We believe that, without this additional support, there would be a far higher 

percentage of tenant failure going forward, which could ultimately result in more tenants 

finding themselves in severe financial difficulty and more pubs closing. 

Larger investment would also become far more difficult for us to justify. This would have a 

detrimental effect on tenants and potential tenants, given they are less likely to have 

substantial capital to invest themselves and banks are unwilling in most cases to lend on 

leasehold interests. We lease a large number of community pubs in more challenging 

trading areas that have benefited from or may in time benefit from investment, not only to 

upgrade the décor but to change the trading format to introduce food and create more 

family friendly environments. With these types of investment comes other benefits, such as 

increased skilled employment and creating safe places for people in these areas to 

socialise and feel part of the local community. Some detail on specific examples of previous 

investment has been given at question 3.             

Moreover, we note that the contractual terms of the tied relationship are clear to the parties 

at the outset of the arrangement and the parties each have an opportunity to negotiate and 

consider whether the arrangement is suitable for them. We advise all potential tenants to 

seek independent legal advice, both as part of any initial discussions and by marking this in 

bold print on all our contractual paperwork. There are countless other examples of landlord 

and tenant parties sharing in the risks and rewards of a business on a far larger scale than 

the tied pub industry (for instance, (i) franchised fast food retailers are tied to purchase 

products from the brand, (ii) numerous premium or “outlet” shopping centres impose 

turnover rent provisions in their leases, whereby tenants pay a sum to the landlord based 

on the tenant’s turnover at the premises, and (iii) branded/franchised hotels, where the 

brand owner benefits from a financial return based on hotel income) but there is no 

proposal to regulate these relationships. We do not believe it is appropriate for Parliament 

to legislate to curtail the commercial relationship which two parties have chosen to form 

within the tied pub industry. 

In evaluating the necessity of legislation in this area, it is also worth reflecting on the fact 

that the pub industry in Scotland has evolved in a markedly different manner to that in 
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England and Wales, which has led to a much wider availability of free of tie ownership or 

lease arrangements in Scotland. As noted at paragraph 18 of the Policy Memorandum to 

the Bill, an estimated 17% of pubs in Scotland are tied whereas over double that number, 

39%, are tied in England and Wales. It is clear that, in Scotland, those interested in owning 

or leasing a pub have much greater flexibility in determining whether to opt for a tied or free 

of tied opportunity than they do in England and Wales. Therefore, tenants are not at the 

same potential disadvantage as in England and Wales, so no legislation is required to 

mitigate such disadvantage.  

The fact that legislation in this area is not required is also clearly demonstrated by the 

estimated number of enquiries and arbitrations that any future adjudicator may receive, as 

set out in Table 3 of the Financial Memorandum to the Bill. This estimates that 55 enquiries 

will be received in year one, 16 in year two and 11 in year three. As it is likely that most, if 

not all, of the estimated arbitration requests will flow from parties who have made enquiries, 

we have not included these figures to avoid double-counting. On the assumption that no 

tenant makes more than one enquiry, it is estimated there would be 82 tenants making 

enquiries in the first three years of any scheme being in place in Scotland. This represents 

approximately 4% of the estimated 750 tied pubs in Scotland making an enquiry each year, 

during the first three years of the scheme. It seems unduly onerous and bureaucratic to 

create a new regulatory framework to enable such a small number of potential issues 

between landlords and tenants to be considered.  

It would be also be reasonable to anticipate that the number of enquiries and adjudications 

would decrease further as time goes on, as appears to be the case in England and Wales, 

leading to a situation where the role of adjudicator would become increasingly redundant 

over a relatively short period of time, again suggesting that the significant regulatory 

intervention proposed in the Bill is simply not required. 

It is therefore our position that legislation of this nature is not necessary. 

2. Do you think the Bill achieves its aim of improving the relationship between 

pub-owning businesses and their tenants? 

The nature of our existing tenant relationships varies depending on the nature of the tenant. 

A small number of our tenants are pub groups in their own right and, accordingly, require 

less by way of support from us. However, in the majority of cases, we find our tenants 

require more active support, of the type described in our response to question 1 above. 

We can only speak for our own business but we do not believe there is a widespread need 

to significantly improve relationships between pub-owning companies and their tenants. 

There will no doubt be a small number of situations across the country where the 

landlord/tenant relationship, in a tied pub scenario, has deteriorated to a poor level but the 

same is likely to be the case in most types of commercial relationships, where no attempt is 

made to resolve this through complex legislation of the type set out in the Bill. 
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It is also worth noting that deterioration in a relationship between a landlord and tenant may 

have been caused by the landlord or the tenant or by both parties. The background papers 

to the Bill refer to challenges some tenants have reported facing over the years but do not 

appear to reflect in a similar manner on the challenges which landlords may face as a result 

of the actions of tenants. This unfortunate omission risks legislation being progressed on 

the basis of incomplete and unrepresentative background information.  

By way of illustration, we have faced tenants abandoning properties with significant unpaid 

rent and bills. In some cases, tenants will cause malicious damage to properties when they 

leave, leading to us bearing significant refurbishment costs in order to attract a new tenant 

and retain a trading pub. We often assist tenants with interest free financing to purchase 

their fixtures and fittings, in order to reduce their initial capital costs. Sadly, we have 

experienced a number of cases of tenants removing or damaging these fixtures and fittings 

when leaving properties and we estimate we lose over £100,000 per annum in connection 

with such theft and destruction. In a minority of cases, we have dealt with loss of liquor 

licence or conditions being imposed on the liquor licence due to actions of our tenants. At 

this point, the tenant will often walk away, leaving us to deal with a pub whose ongoing 

viability has been significantly impaired by the actions of the tenant. 

We believe it is crucial to reflect on the fact that both landlords and tenants in tied pub 

relationships could find themselves aggrieved by the actions of the other. Thankfully, only a 

minority of relationships are so affected. However, as noted above, complaints like these 

can be found across the commercial leasing market and are not unique to pubs or tied 

pubs. In all such cases, parties have recourse to a well-regarded legal system which allows 

for disputes to be dealt with. We do not believe it is appropriate to create a distinct system 

of dispute resolution in respect of tied pubs, when a dispute resolution system already 

exists and is available to parties in the same manner as all other commercial landlords and 

tenants, both large and small. 

If anything, we believe the Bill, if enacted, is likely lead to a more distant and weakened 

relationship between pub-owning companies and their tenants, as redundancies and 

scaling back of services within pub-owning companies lead to a reduction in contact 

between the parties and the requirements of a Pubs Code lead to relationships becoming 

more formal and less flexible.  

3. Could the Bill have any impact on investment in the pub sector in Scotland? 

If implemented in its current form, the Bill will immediately increase the cost base for pub-

owning companies, particularly in terms of increased regulatory and compliance costs, 

while potentially also affecting the income budgeted for by pub-owning companies. That 

being the case, it must be acknowledged that the Bill, if enacted, will therefore adversely 

impact the quantum of funding available for deployment by pub-owning companies. 

We believe there would be a cost-shift from landlords to tenants in the following areas: 
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 Tenants will be required to make increased contribution to capital expenditure as 

pub-owning companies will be less likely to be able to fund this going forward. 

Currently capital expenditure investment is made based on carefully considered 

budgets. If the MRO option was made available as currently drafted, pub-owning 

companies would have no certainty in terms of budgeted tied income, likely 

necessitating a more cautious approach to budgeting, meaning many investments 

would become unviable. We have set out examples of successful capital expenditure 

programmes at the end of our answer to this question, in order that you are able to 

understand the level of support that is currently available and likely to be lost in 

future. Loss of investment is likely to hit the most challenging trading areas hardest, 

leading to the loss of opportunities to develop better community facilities and retain 

skilled employment locally. These trading areas are arguably the areas which most 

need such support and community facilities 

 Increased costs of business support, as the free support offered by pub-owning 

companies will be scaled back in order to mitigate the financial impact of the Pubs 

Code. Currently we provide a dedicated resource in relation to, among others, food 

development, licensing, marketing and business development   

 Increased maintenance costs – a proportion of our units are not drawn on traditional 

commercial full repairing and insuring terms, meaning we as landlord retain 

responsibility for the cost of repairs. The majority of these are “licence to occupy” 

agreements, which are short term in nature and allow a tenant flexibility to ascertain 

whether this is the right career path for them, prior to committing to a full lease. If a 

Pubs Code was to be introduced, we would have to re-assess this structure and it is 

likely we would move to operating more full repairing and insuring agreements, 

taking away that flexibility for a tenant and undoubtedly leading to pub closures given 

some of the pubs operating under licences to occupy are less likely to convert to 

what would be regarded as normal commercial leases, due to their financial 

circumstances. These are likely to be converted to non-pub alternative use 

 We subsidise training, both legislative and skills-based, via our training partners and 

this will likely cease going forward if a Pubs Code is implemented, due to cost 

restrictions 

 We work with a number of suppliers to administer and offer a “Pub Buying Club” for 

our tenants, using our purchasing power to obtain the best rates for products 

including utilities procurement, CCTV and alarm systems, rates advice and appeals 

and insurance. We have recently added beer line cleaning to the services available 

to our tied pubs, giving tenants a discounted cleaning solution. This has been 

incredibly popular, as beer line cleaning is a time consuming process with health and 

safety risks but failure to clean lines leads to higher incidences of bacteria within 

draught beer and to a poorer overall customer experience. Cost constraints and staff 

redundancies will likely mean we can no longer offer our Pub Buying Club service 

and, as such, tenants may end up paying more for products we have been able to 

negotiate at a group rate discount through our economies of scale 

 Costs incurred to ensure tenants are trading compliantly – currently we carry out due 

diligence checks in relation to licensing, food and health and safety as a 

complimentary service to our tenants. This service may have to cease in order to 

mitigate part of the increased costs that a Pubs Code would result in. Effectively, 
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pub-owning companies would need to revert to a commercial landlord and tenant 

arrangement, where the landlord collects the rent and passes all other obligations 

onto the tenant, without the level of support currently provided by our business 

As referred to above, we have made and continue to make significant capital expenditure 

investments within our tied pub estate. A large proportion of the pubs within our tied estate 

are situated within smaller communities and primarily serve local populations. The 

investment we make in these pubs provides various community benefits, including 

increased skilled employment, for instance chefs and kitchen staff, and greater social 

cohesion, for instance by creating family friendly places with a food offer accessible by the 

whole community. As a business, we have been focused on bringing town centre qualities 

and amenities to local communities, specifically focusing on food offerings – as, by and 

large, traditional wet-led pubs are no longer viable. Specific examples of investment in our 

tied pub estate are as follows: 

 Amethyst, Govan, Glasgow 

The pub, formerly known as The Gazelle, traded as a traditional wet-led unit since it opened 

and, in its heyday, traded well. However, as Govan has changed over the years with loss of 

mass employment and business through the ship yards and other heavy industry closing, 

along with consumer trends changing, the majority of pubs in the area really started to 

struggle. Through our involvement in this pub and other pubs in the local area, we are 

aware of historic trading patterns. Without exception, all of the pubs in the local area traded 

as traditional wet-led units with very few having any facilities to offer food. After two 

business failures and with the pub closed for a period of time, we decided to invest over 

£200,000 and take the plunge to bring something different to Govan. By replacing the 

frontage to allow visibility into the unit, creating kitchen facilities and making it more family 

friendly we have managed to bring to the local community a different social experience and 

take away the need for them to travel further afield to enjoy food and drink in a nice 

environment. We have also managed to help our tenant forge links with the Queen 

Elizabeth Hospital and offer discounts for their staff and customers utilising the facilities 

they have on offer.     

 Redmond’s, Duke Street, Glasgow 

This pub was called Isa’s Bar when we purchased it as part of a group from one of the 

larger pub-owning companies and consisted of a single bar wet-led operation. It had been 

open and closed too many times to mention and latterly was turning over less than £1.5k 

per week with licensing issues and complaints from neighbours about the clientele. The pub 

had to close and we advertised it along with an investment spend to turn it into a more 

upmarket offer attracting young professionals, who at the time were moving into the area. 

We managed to create a back-bar food offer as we did not have the option of installing a 

kitchen extract due to planning restrictions. The pub is now trading at £14k per week, with 

opportunity for further growth, and provides a safe environment for local residents to eat 

and drink. It is unlikely we would ever have found a tenant who was able to fund this 

investment themselves or who had the vision or expertise (designers, surveyors, architects 
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and contractors are all part of our in-house service) to deliver what we have. The 

partnership approach and strong relationship we were able to build with our tenant led to 

our tenant taking on two further pub leases from us, one in Edinburgh and one in Glasgow, 

and he continues to grow and develop a successful business for himself.        

 Real McCoy, Parkhead, Glasgow 

This traded as a football pub and would only open when there was a Celtic match on. We 

knew there was going to be significant residential investment in the area – including the 

Commonwealth Athletes Village being converted to housing after the event and we decided 

to invest prior to the Games. We created a kitchen and separate lounge and bar facilities 

which allowed us to deliver a more family friendly offer which was open 7 days per week, 

improving employment opportunities. The majority of pubs in the area were very basic, so 

this has given the residents a better environment in which to socialise, without having to 

head into the city centre and incur travel expenses.       

It should be borne in mind that each of these investments, in what would traditionally be 

regarded as working-class areas, have an effect greater than simply improving the 

prospects of one pub, as these investments contribute towards the wider regeneration of 

the areas in question. Even for residents or visitors who do not visit the premises, the effect 

of having a family-friendly property with a welcoming shopfront can improve perceptions of 

the area, enhancing feelings of safety and community cohesion.      

If the Bill is enacted as drafted, it is unlikely that similar investments would be financially 

viable for us. We believe this reduced investment by pub-owning companies would lead to 

reduced employment and sustainability in the sector.  

 

By way of illustration, each investment scheme we have taken forward has resulted in the 

creation of, on average, five new jobs, while sustaining, on average, a further five existing 

jobs within the relevant pub. In addition, investments increase job creation and 

sustainability within the wider pub supply chains, the vast majority of which are Scottish-

based jobs. 

4. Should the Scottish Pubs Code apply to all pub owning businesses and tenants 

in Scotland? 

The statutory code established in England and Wales was created “mainly due to the 

perceived disparity in negotiating power between individual tenants and the major pub 

groups” (per the relevant House of Commons Debate Pack). This perception appears to 

exist due to the fact that there are a far greater number of tied pubs as a proportion of the 

overall pub market in England and Wales, a substantial number of which are owned by six 

pub companies who are viewed as wielding almost a monopoly position, bringing the 

possibility of market distortion in the wider pub sector (this significant market position being 

evidenced, for example, by the Competition and Markets Authority intervention in the 

acquisition of a portfolio of pubs by Star Pubs & Bars from Punch Taverns). 
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Based on the statistics quoted in the Policy Memorandum for this Bill, there is a significantly 

lower potential for disparity in negotiating power in Scotland. 

Firstly, tied pubs in Scotland are estimated to comprise around 17% of the pub market 

(paragraph 11), less than half the equivalent percentage in England and Wales. There is, 

therefore, a far greater availability of free of tie opportunities in Scotland. 

Moreover, there is a significant spread of ownership of tied pubs in Scotland, with a good 

degree of choice for tenants. Indeed, our experience is that the number of pub-owning 

companies operating in this challenging market has led to greater competition among pub-

owning companies for experienced, responsible tenants, which has led to better 

commercial terms being offered by landlords across the market. 

There is perhaps only one pub owning company which could be said to have a more 

dominant market position in Scotland, being Star Pubs & Bars/Heineken, with an estimated 

250 tied pubs in Scotland, around 33% of the tied market. Star is owned by Heineken and is 

perhaps more similar in structure to some of the brewer pub companies which existed 

decades ago, prior to the initial industry legislation. By dint of the corporate relationship, 

pubs leased to Star Pubs & Bars will remain tied to Heineken products. 

The other entities owning tied pubs comprise a small number of UK-wide companies with 

some Scottish presence and a number of family owned / SME pub owning companies 

operating solely or mainly in Scotland, which, unlike Star Pubs & Bars, have no corporate 

relationship with brewers and are free to procure the product mix which suits them best.  

On that basis, we suggest that the only company which may come anywhere close to 

achieving a disparity in negotiating power between landlord and tenant would be Star Pubs 

& Bars / Heineken, albeit we should be clear that we have seen no evidence of such 

disparity crystallising. That being the case, we suggest that a dialogue with them and other 

relevant parties in the industry would be a more appropriate measure for resolving any 

public concerns, rather than legislation.  

5. Do you have any comments on the role of the Adjudicator?  

We have no comments on the role of the Adjudicator, beyond those elsewhere in this 

submission. 

6. The Policy Memorandum states that the Bill aims to adapt the 2015 Act to 

Scottish circumstances and to avoid problems experienced in implementing the 

Act in England and Wales. Do you think the Bill meets these aims?  

It is not possible to fully comment on matters of implementation without having sight of the 

proposed Pubs Code, which has not been drafted at this time.  

However, in principle, we have no objections to the shortened review periods referred to in 

paragraph 67 of the Policy Memorandum nor to the suggestion that MRO agreements be 

reflected in deeds of variation rather than new leases.  
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As referred to at question 1 above, the pub-owning companies regulated by the 2015 Act 

are particularly large corporate organisations with substantial clout in the leased pub market 

in England and Wales. By contrast, in Scotland only one pub-owning company, Star Pubs & 

Bars, has a particularly significant presence within the tied pub market. The other pub-

owning companies comprise a range of different businesses, including several family-

owned or SME businesses. It must be recognised that adapting the 2015 Act regime, to 

impose the provisions of this Bill on such businesses, would bring increased costs, both 

internally and externally, and potential decreases in budgeted revenue, which will likely 

materially impact the financial viability of these businesses, leading to potential business 

distress, staff redundancies and the like. It would seem particularly insensitive to impose a 

regulatory and financial burden of this magnitude onto SME businesses while they deal with 

the extremely challenging circumstances created by the Covid-19 pandemic, which are 

likely to continue for years to come.  

We also do not believe it is appropriate that MRO be an option for short term or temporary 

tenancies. Given the short term nature of such arrangements, it would be particularly 

inappropriate to interfere with the commercial terms agreed between the parties at the 

outset of such arrangements. We also believe the imposition of MRO on shorter term “try 

before you buy” type arrangements would result in many of these arrangements being 

removed from the marketplace, which is likely to result in loss of opportunity for potential 

new tenants and therefore negatively affect the sustainability of the pub market as a whole. 

7. The Bill proposes that tied tenants have the option to apply to their pub owning 

business for a quote for a ‘Market rent only’ (MRO) contract. Do you agree with 

this proposal and how do you think it would work in practice? 

The 2015 Act operating in England and Wales has a range of trigger points when the MRO 

option can be exercised. These allow tenants to seek a MRO option if the economics of the 

pub operation change significantly or if the lease term renews. This gives both parties a 

level of certainty as to their position in the short term, allowing for appropriate budgeting, 

supply chain negotiation and allocation of resources. It should be recognised that this short-

term certainty is critical for pub-owning companies. 

Operating a wider system in Scotland, where any tied tenant could seek an MRO option at 

any time, would cast uncertainty on the industry and unfairly prejudice pub-owning 

companies. It may also cause them to fall into breach of commercial contracts within their 

supply chain. Uncertainty around demand within the supply chain may also ultimately lead 

to remaining tied tenants being unduly prejudiced, as any unexpected reduction in 

economies of scale may result in increased supplier pricing. 

While we oppose the Bill in principle, we submit that, if it were, hypothetically, to be taken 

forward, any MRO option should only be available at certain appropriate trigger points, 

similar to the system in England and Wales, so that parties can be certain of their position 

in the short term. 
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Beyond that, we believe that any mechanism for determination of rent should be drawn on 

broadly similar terms to the standard mechanism for rent review determination in the 

Scottish commercial leasing market, including the fact that both parties must contribute 

equally towards the cost of independent determination, except where it is found that one 

party took a particularly inappropriate position during the process. 

8. The Bill proposes that tenants should have the right to stock at least one guest 

beer at any time, irrespective of the terms of their contract. What impact would 

this have? 

We have a wide range of draught products available to purchase via our tie, including some 

from smaller Scottish or other craft brewers. As part of our commitment to great Scottish 

beer, we are also currently working with independent brewer Loch Leven Brewery to further 

increase the range of Scottish cask and keg beers we are able to supply to our tied estate. 

In that sense, tenants already have the ability to bring in what might be regarded as a guest 

beer. 

In other cases, we have worked with tenants where there was a strong local demand for a 

draught product that was not supplied through our existing supply chain and have been 

able to either bring that into our supply chain to allow it to be sold in the relevant pub or 

work with the tenant to enable it to be supplied from outwith our supply chain. 

As noted at paragraph 1 above, a significant number of our tenants are tied on draught 

products alone and not tied on canned or bottled products, allowing them to bring in guest 

products by that route. We find that most tenants prefer to introduce certain craft products 

in smaller batches, to avoid the risk of any unsold contents of a keg or barrel spoiling. For 

instance, we have tied premises within our estate who sell “Arran Blonde” from Arran 

Brewery and “Jarl” from Fyne Ales, both Scottish craft brewers, in bottles, as there is 

insufficient demand for draught product in these premises. 

Given our tied premises already have access to a wide range of products, both mainstream 

and craft, we do not envisage this proposal would have any particular impact in increasing 

the range of products available within our tied premises and do not believe it is necessary. 

9. The Bill proposes that the office of Pub Code Adjudicator will be funded through 

a levy on pub-owning companies in scope of the code. The Financial 

Memorandum estimates that annual costs for pub-owning businesses will be 

around £6,000 to £86,700 depending on size. The Committee would welcome 

any views of these estimates (and the assumptions around the volume of work 

for the office of the Pub Code Adjudicator) and the funding model. 

The proposal that this office is funded through a levy on pub-owning companies will clearly 

be a significant burden on a relatively small industry. While the cost is borne by pub-owning 

companies in England and Wales, the businesses bearing such costs are generally much 

larger in scale. 

https://www.parliament.scot/S5_Bills/Tied%20Pubs%20(Scotland)%20Bill/SPBill62FMS052020.pdf
https://www.parliament.scot/S5_Bills/Tied%20Pubs%20(Scotland)%20Bill/SPBill62FMS052020.pdf
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We have significant concerns in respect of the quantum of the levy. Given the Bill 

envisages, at section 16, that pub-owning companies will separately bear the cost of 

arbitrations in most circumstances, it appears the levy is not intended to cover these costs. 

Therefore, the appropriateness of the proposed levy is perhaps best assessed by 

considering the quantum of the levy by reference to the number of enquiries the Scottish 

PCA is estimated to receive. In terms of Table 3 in the Financial Memorandum to the Bill, 

55 enquiries are envisaged in year one, with this decreasing significantly to 16 in year two 

and 11 in year 3.  

With an estimated initial levy of £260,000, this would give a cost per enquiry in year one of 

£4,727. If we assume there was no increase in the estimated levy in years two and three 

(which has not been borne out in England and Wales, where the levy has increased year on 

year), the cost per enquiry would increase to £16,250 in year two and £23,636 in year 

three.  

Assuming the levy was maintained at broadly the estimated level for the first four years of a 

Scottish PCA, this would result in the industry being asked to contribute approximately £1m 

in order to facilitate a system where the Scottish PCA is assisting with less than 100 

enquiries over the same period.  

Beyond the issue of the levy, we believe the proposals in section 16 of the Bill are 

extremely concerning and contrary to the principles of reasonableness and equity. These 

proposals suggest that pub-owning companies should bear the costs of arbitration of any 

dispute except where the arbitrator has found that the tenant’s submission of the matter to 

arbitration was vexatious.  

This lies contrary to the provision most commonly found in arbitration provisions in 

commercial leases and other contracts, to the effect that the parties will bear arbitration 

costs equally, unless the arbitrator found that one party should bear a greater share of the 

costs (which would most commonly arise if that party took a particularly inappropriate 

position during the arbitration). 

There appears to be no justification given for the Bill taking this divergent path from normal 

commercial practices. 

10. Do you have any other comments on the Bill?  

We restate our position that the legislation set out in this Bill is unnecessary. 

In doing so, it is important to note the most recent research into this matter, commissioned 

by the Scottish Government. As outlined in paragraph 54 of the Policy Memorandum to the 

Bill, this research found that no part of the pub sector in Scotland is unfairly disadvantaged.  

The legislative powers of the Scottish Parliament and limited parliamentary time available 

should be used to tackle the many important issues facing our country, something the 
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Scottish Government has clearly recognised in the distinctly Scottish-focused legislation it 

has advanced in recent years. 

We suggest the Parliament’s legislative powers should not be invested in replicating 

English law in respect of a matter where significant Scottish Government research has 

shown there is no unfair disadvantage, therefore no patent necessity for further regulation. 

One of the attractions in Scotland as a place to do business is the relative legal certainty 

afforded by a well-functioning democracy, where legislation is not promulgated unless there 

is a clear need for parliamentary intervention. The Scottish Government’s research has 

itself shown there is no clear need in this case. 

We have been, and remain, willing to engage with the Scottish Government to ensure the 

pub sector, including the tied pub sector, continues to play its part in Scotland’s vibrant 

hospitality scene. We suggest, as did Paul Wheelhouse MSP in 2016 (see Policy 

Memorandum paragraph 54), that multi-party dialogue is the most appropriate method by 

which any concerns of tied pub tenants can be further explored and addressed. In light of 

this, we do not agree that the legislation proposed by Neil Bibby MSP is appropriate or 

necessary. 


