From: The SLTA <theslta@aol.com>
Sent: 28 September 2020 12:13
To: Burgess WG (George)

Cc: Minister for Business, Fair Work and Skills <MinisterBFWS@gov.scot>; Bearhop AD (Aileen)

Subject: SLTA - TIED PUBS (SCOTLAND) BILL FURTHER EVIDENCE

SCOTTISH LICENSED esrass0
U, TRADE ASSOCIATION

Good afternoon George,

| refer to my e-mail below regarding the Tied Pubs (Scotland) Bill and further
evidence from the SLTA. This is just a line to ask when the two tenants who came
forward and offered to participate in a one to one meeting might expect to hear from
you.

Regards.
Colin

The Scottish Licensed Trade Association
CBC House, 24 Canning Street,

Edinburgh EH3 8EG
e

www.theslta.co.uk

Scotland's Pubs and Bars - A Story To Tell
www.scotlandspubsandbars.co.uk

From: The SLTA

To: George Burgess

Cc: MinisterBFWS@gov.scot ; Aileen Bearho

Sent: Mon, Sep 14, 2020 12:03 pm

Subject: SLTA - TIED PUBS (SCOTLAND) BILL FURTHER EVIDENCE

SCETTISH LICENSED esrisso
U, TRADE ASSOCIATION
Serving the trade for 140 vears

 th
.
PRIVATE AND CONFIDENTIAL

Good afternoon George,

Thank you for your e-mail and for agreeing to protect the identities of the tenants
when they engage with you directly to provide further evidence on their experiences



in dealing with their Pubco landlords and also for the opportunity to give their
perspective on the proposed Tied Pubs (Scotland) Bill.

If I may suggest for ease of arrangement, would you be happy to contact the two
tenants directly that have agreed to engage with you on an individual basis? | have
provided their contact details below and trust this suggestion will be agreeable to
both you and the Minister.

If there are any problems please feel free to contact me.
Regards.

Colin.

Colin Wilkinson
The Scottish Licensed Trade Association
CBC House, 24 Canning Street,

Edinburgh EH3 8EG
]

www.theslta.co.uk

Scotland's Pubs and Bars - A Story To Tell
www.scotlandspubsandbars.co.uk

This email has been scanned by the Symantec Email Security.cloud service.
For more information please visit http://www.symanteccloud.com




From: The SLTA <theslta@aol.com>

Sent: 03 September 2020 08:13

To: Minister for Business, Fair Work and Skills <MinisterBFWS@gov.scot>
Subject: SLTA - TIED PUBS (SCOTLAND) BILL

SCETTISH LICENSED esrieso
. TRADE ASSOCIATION

Serving the trade for 140 years

Good morning Minister,

Thank you for your letter of 2nd September and | can confirm that tenants featured in
our examples would be happy to engage with you directly, on an individual basis, by
either video conference or telephone call, to provide further evidence and
perspective on the proposed Tied Pubs (Scotland) Bill.

Given the potential for adverse outcomes should their identities be disclosed, the
tenants would prefer, in the first instance, to receive an assurance (by e-mail via the
SLTA) that their identities will be protected.

The Association trusts you will be happy to give this commitment and we look
forward to progressing the arrangements and providing the tenants' contact details.

Yours sincerely.
Colin.
Colin Wilkinson

The Scottish Licensed Trade Association
CBC House, 24 Canning Street,

Edinburgh EH3 8EG
]

www.theslta.co.uk

Scotland's Pubs and Bars - A Story To Tell
www.scotlandspubsandbars.co.uk

-----Original Message-----

From: MinisterBFWS@gov.scot

To: theslta@aol.com

CC: MinisterBFWS@gov.scot

Sent: Wed, 2 Sep 2020 13:59

Subject: For the attention of Mr Colin Wilkinson

Good Afternoon,

Please see attached a letter from Mr Jamie Hepburn MSP, Minister for Business,
Fair Work and Skills



Kind Regards,

ﬂ

Private Secretary

Minister for Business, Fair Work and Skills
The Scottish Government

Edinburgh

Email: MinisterBFWS(@gov.scot

|

All e-mails and attachments sent by a Ministerial Private Office to any other official on behalf of a
Minister relating to a decision, request or comment made by a Minister, or a note of a Ministerial
meeting, must be filed appropriately by the recipient. Private Offices do not keep official records of
such e-mails or attachments.

Scottish Ministers, Special advisers and the Permanent Secretary are covered by the terms of the
Lobbying (Scotland) Act 2016. See www.lobbying.scot
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This e-mail (and any files or other attachments transmitted with 1t) 1s intended
solely for the attention of the addressee(s). Unauthorised use, disclosure, storage,
copying or distribution of any part of this e-mail 1s not permitted. If you are not the
intended recipient please destroy the email, remove any copies from your system
and inform the sender immediately by return.

Communications with the Scottish Government may be monitored or recorded in
order to secure the effective operation of the system and for other lawful purposes.
The views or opinions contained within this e-mail may not necessarily reflect

those of the Scottish Government.
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From: The SLTA <theslta@aol.com>

Sent: 28 August 2020 12:42

To: Minister for Business, Fair Work and Skills <MinisterBFWS@gov.scot>
Subject: SLTA - TIED PUB (SCOTLAND) BILL FURTHER EVIDENCE

SCETTISH LICENSED esrieso
. TRADE ASSOCIATION

Serving the trade for 140 years

Good afternoon Mr. Hepburn,

The Scottish Licensed Trade Association has provided further evidence to
the Economy, Energy and Fair Work Committee on the Tied Pub (Scotland) Bill,
following our participation in the 1st Evidence Session of the Committee on 18th
August. In addition the Association took the opportunity to rebut comments made
during the 2nd Evidence Session held the same day.

Please find attached a copy of our additional comments and evidence for your
information.

Yours sincerely.
Colin

Colin Wilkinson

The Scottish Licensed Trade Association
CBC House, 24 Canning Street,

Edinburgh EH3 8EG
]

www.theslta.co.uk

Scotland's Pubs and Bars - A Story To Tell
www.scotlandspubsandbars.co.uk

This email has been scanned by the Symantec Email Security.cloud service.
For more information please visit http://www.symanteccloud.com

Note - the above evidence is available on here so | have not included a copy in
this response:

https://www.parliament.scot/S5 EconomyJobsFairWork/Inquiries/20200827 -
SLTA-Additional.pdf




From: The SLTA

Date: 1 September 2020 at 08:25:31 BST
To: The SLTA

Subject: SLTA - Tied pubs (Scotland) bill
Reply-To: The SLTA

SC%TTlSH LICENSED esrasso
. TRADE ASSOCIATION

Good morning.
TIED PUBS (SCOTLAND) BILL.

The Scottish Licensed Trade Association would urge you to support this important
piece of legislation that is vital to safeguarding the future of Scottish tied tenants.

The Tied Pub Model forces pub tenants to pay vastly inflated beer and drinks prices
from their large corporate landlords which are often 50% or more higher than would
be available in the open market. In addition to this, rents can often be similar to or
even higher than open market rents in the same area, resulting in many tied pub
tenants making little or no income for themselves while enriching large corporate
shareholders.

A number of surveys have indicated that tied pub tenants earn significantly less than
their free of tie counterparts in the trade and that many can earn less than minimum
wage on an hourly basis.

In 2016 the government in England recognised the extensive problems with the
industry’s voluntary codes of conduct and passed legislation to create a regulated
sector, with a Statutory Pubs Code, and the ability for tenants to obtain a fairer deal
through severing the tie and moving to a Market Rent Only relationship with their
landlord.

The SLTA believes legislation in this area in Scotland is not only necessary but long
overdue in order to ensure tied pub tenants in Scotland receive similar protections and
rights as their counterparts in England when dealing with the various large corporate
tied pub landlords.

The recent Coronavirus Pandemic has had a devastating impact on the licensed trade
in Scotland, resulting in many pubs facing a very uncertain future and numerous tied
pub tenants are now at a real risk of business failure or bankruptcy, a situation greatly
exacerbated due to having insufficient reserves of capital, given the tied model by it's
very design, directs the vast majority of pub profits to large corporate landlords.

The Tied Pubs (Scotland) Bill is currently in Committee stage and it seeks to achieve
four very simple aims:



e To implement a Statutory Pubs Code in Scotland - giving Scottish pub tenants the
same, in fact better, protection as pub tenants in England.

e To implement a Market Rent Only option — allowing tied pub tenants to move to
free of tie agreements with their pub company instead.

e To create a Market Regulator — at no cost to the Scottish Government, funded
entirely by the pub companies.

e To ensure a Fair Balance of Risk and Reward - between the pub companies and
their tenants.

This is your opportunity to help around a fifth of the licensed trade in Scotland,
including many of the smallest and most vulnerable pub businesses, without costing
the Scottish Government a penny in direct support.

We have assembled several case studies and comments from a variety of tied tenants.
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 have already written to the Committee and the Minister
confirming 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.

SLTA - ADDITIONAL EVIDENCE AND COMMENTS FROM TIED PUB TENANTS

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 itis 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:

e 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:

“l asked before lock down about a new agreement and was told that they had
someone else interested as well. | was told by my business development
manager to put anew business plan in using an accountancy firm of their choice
at a cost of £180 + vat. | believe the new tenant used the same accountancy
company as well.

| kept asking when a decision would be made to be told nothing has been
decided yet. | was offered a rent reduction of 75% during lock down and was
constantly asked if | had received my grant from the government as it was to be
used to pay rent! After lock down | 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



| wanted to renew my lease but they have given it to someone else after five
years, feel cheated after still paying rent throughout lock down.”

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 lock down 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:

e 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 lock down 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:

e 2018 — around £5,000

e 2019 — around £22,000

e 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 Pubs (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 you to consider the most recent additional quotes and comments
received from tenants.....

e “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. | have a building that
has had a leaking roof flooding the domestic property and the bar regularly.”

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

e “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. | have to work another job in the day just to help support my family
and | 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.”



e “l 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.”

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

e “l 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.”

o “My pub is busy, I run a really good premises but all | do is rent a building
from them and | 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.”

e “Having looked at the details of the bill | 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.”

o “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 |
earned less than minimum wage on an hourly basis. This can’t be right.”

The Scottish Licensed Trade Association trusts that you will support the Tied Pubs
(Scotland) Bill and bring to an end the inequalities and unfair trading practices faced
by Scottish tied tenants.

Yours sincerely.
Colin.

Colin Wilkinson

Managing Director

The Scottish Licensed Trade Association
CBC House, 24 Canning Street,

Edinburgh EH3 8EG

www.theslta.co.uk

Scotland's Pubs and Bars - A Story To Tell
www.scotlandspubsandbars.co.uk
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W, TRADE ASSOCIATION

Serving the trade for 140 years
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The Scottish Parliament: Making a positive difference to the lives of the people of Scotland
Parlamaid na h-Alba: A’ toirt deagh bhuaidh air beatha sluagh na h-Alba

www.parliament.scot : facebook.com/scottishparliament : twitter.com/scotparl

The information in this email may be confidential. If you think you have received this email
in error please delete it and do not share its contents.
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