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Dear Darren,
The use and abuse of hostile Section 25 notices by regulated pub-owning companies, for the
purpose of gaming and subverting the Pubs Code.
I am writing to you as Chair of the BEIS Select Committee in my capacity as both Chair of the Campaign
for Pubs, and also as a practising licensee who is directly affected by the issue I wish to raise in this
letter.
It was heartening to see the Committee’s recent encounter with the management of P&O. There
appeared to be a real appetite for tackling the unjust treatment of people and their livelihoods. I mention
this because it relates directly to the issue at hand.
Background
As you will no doubt be aware, it is now over five years since the Pubs Code came into effect. I am glad
to say that the critical findings of successive Business Select Committees were ultimately very helpful in
securing the Code, with no less than four committee sessions exposing the systematic misbehaviour of
the pub-owning companies, and especially their brazen refusal to respect the repeated opportunities they
were given to self-regulate. We now call on the Committee again for their help.
Many of us at Campaign for Pubs were directly involved in campaigning for the introduction of the Code,
and indeed our Campaign Director, Greg Mulholland, was the MP who championed the cause through
Parliament and into legislation via the Fair Deal for Your Local campaign.
As such we have a very clear understanding of the original intentions of the Code legislation, as well as
the expectations that underpinned the will of Parliament when the legislative process began. We
observed and opposed certain attempts to water those intentions down during the progress of the bill
through Parliament, and sadly saw a compromised end result delivered. To add insult to injury, the
Government proceeded to engage a wholly unsuitable Pubs Code Adjudicator (PCA) to oversee the Code
in the shape of Mr Paul Newby, an industry property agent with strong historical and financial ties to the
pub companies that were being regulated.
You will no doubt be aware that the alarm was raised about this appointment by one of your predecessors
at BEISCom, Iain Wright MP, in July 2016 when he wrote to the then Secretary of State, Greg Clark,
calling upon him to reopen the appointment process and choose a candidate "who can attract the
confidence of tenants as well as pub companies".
Sadly, it is our experience that licensee confidence has remained very low in the office of the PCA, even
with the succession of Paul Newby by Fiona Dickie, which at the time seemed a reason for cautious
optimism.
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Since the Code came into effect, we have seen next to no action from the office of the PCA to uphold and
enforce the Code in the way that was originally intended. Instead, the office has simply administered and
upheld the flawed version of the Code that was actually delivered, to very little beneficial effect, and each
PCA has refused to report the clear shortcomings of the Code back to the SOS at BEIS as they should
have. Enforcement and investigation have been virtually non-existent, and where they have occurred,
they have been limited in both scope and effectiveness.
Consequently, the pub companies have enjoyed a long period of virtual carte blanche, during which time
they have quite openly taken steps to minimise the impact of the Code on their discredited businesses.
Publican campaign groups have reported to the PCA’s office numerous cases of Code-gaming,
obfuscation, obstruction, and the outright abuse of tenants seeking an MRO deal, with extremely limited
success, and in the face of extremely begrudging engagement, or indeed acknowledgement, by the PCA.
Hostile Section 25 Notices – Fatally undermining the Pubs Code
Prominent among the dubious Code-avoidance practices of the regulated pub companies has been the
increasingly widespread use of hostile Section 25 notices, whereby a pub-owning company seeks to take
back possession of a pub at the time of lease renewal using certain provisions under the 1954 Landlord
and Tenants (L&T) Act.
The danger of this practice was raised from the very outset by campaigners, as it was abundantly clear
that if they so wished pub companies could easily make cynical use of the Landlord and Tenant Act to
entirely circumvent the Pubs Code, which of course falls under the 2015 Small Business, Enterprise and
Employment (SBEE) Act. The failure to address this glaring loophole gave pub companies a golden
opportunity to reshape their business models in such a way as to brazenly game the Code whilst
technically staying on the right side of the law.
It is clearly perverse and unacceptable that property owners can make cynical use of the provisions of
one Act (L&T) to openly subvert and negate their own legal obligations and the rights for their tenants
conferred by another (SBEE). This simply cannot reflect the will of Parliament, and it is certainly not in the
spirit of the anti-gaming provisions of the Pubs Code legislation itself.
Section 25 – Grounds G and “Uber pubs”
There are several possible grounds for taking a pub back under a Section 25 notice, but the most
common one we have seen is Grounds G, which gives a property owner the right to take back a property
at the end of a lease where it is the “Landlord’s intention to occupy the holding for his own business or as
a residence.”
Grounds G is what is known as a “no fault” grounds, meaning that the tenant has done nothing wrong. As
such, some statutory compensation must be paid to the tenant, but this compensation is rarely, if ever,
anything close to what the business is actually worth were it to be assigned (sold) as a going concern.
The statutory compensation is laid out in the L&T Act as a direct function of rateable value in relation to
length of tenure. This method must be changed, as it is now entirely out of date and inadequate,
especially at a time when the whole system whereby pub rateable values are assessed is so discredited
(and has indeed been accepted as so by BEISCOM itself). Compensation should instead be
commensurate with the genuine open market assignment value of a given business. This would greatly
increase compensation levels in most cases, which would immediately disincentivise pub companies from
serving many of the predatory and frankly trumped-up notices that we are currently seeing.
When the Code came into effect, certain of the regulated pub companies already operated some
genuinely managed outlets, so the ability to simply serve a hostile Section 25 notice was a golden
opportunity for those companies to rid themselves of troublesome tenants (those with the temerity to seek
an MRO deal) by simply shifting those pubs across into their managed segment, thus taking genuine
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occupation of the property and installing a manager and team that were directly employed by themselves.
Greene King, Marstons and latterly Stonegate were/are all in a ready position to do this. The only
practical constraints were whether the pub in question had the physical potential to fit with their customary
managed style of operation, and to deliver a sufficient return as a managed site.
Other pub companies however did not have a managed model, and so they embarked on a concerted
mission to come up with something that they felt would sufficiently pass muster to allow them to claim
Grounds G in a hostile Section 25 notice, and to at least allow them to claim a credible “firm and settled”
intention to occupy, as is required under the law
The result was an entirely new model of tenanted pub whereby the tenant operated the day-to-day
business but was supplied with the premises and their products by their pub company, in return for a
small slice of the turnover of the pub. The tenant was expected to employ their own team and have their
own VAT registration and tax liability. The tenant received none of the employment benefits or protections
that would be expected by a true manager, because they were in fact not employed, but self-employed.
Furthermore, these deals featured strict sales targets, with any shortfall being covered by the tenant.
These strange hybrid deals soon became widely known in the trade as quasi-managed, or, by some
observers, “manchise” deals, because they appeared to be masquerading as a managed arrangement
but were probably more akin to franchises. However, because they were not true franchises they did not
come with any of the protections that exist for franchisees in other industries. The easiest way to
comprehend them in today’s context might be to think of them as “Uber pubs”, a comparison which may
set alarm bells ringing, and rightly so, because it raises all the same troubling questions about worker
protections and tax arrangements that have been raised by other similar modern “employment” models.
It was abundantly clear to all interested observers (which must have included BEIS and the PCA – and
even if it didn’t, they certainly had it repeatedly pointed out to them) that the pub companies were moving
in this direction. Yet they were given all the time and space they needed to do so right under the nose of
both the Govt and the PCA office, who should have been acutely alert to the fact that that this was clear
evidence of a coordinated, industrial-scale attempt to game and subvert the Pubs Code.
Businesses and livelihoods curtailed. Communities impacted.
Over the past five years since the Code many hundreds of leases have reached the end of their term, and
many more will be coming up now, as we enter a new 5-year cycle of rent review and renewal events,
including many pubs that will have taken the MRO option at their last review. In that time we have seen a
rapid growth in the use of hostile Section 25 notices, whereby good quality, long-term tenants have faced
a stark choice between accepting a new inferior quasi-managed agreement, or being evicted and
replaced by a new tenant who is prepared to attempt to run their pub under one of these new deals.
From all the evidence we have seen the failure rate of these pubs, even the ones that were previously
highly successful as proper tenanted sites, has been appalling.
It is time the Government recognised the devastation that is being dealt to our traditional pubs by this
practice. It was entirely predictable, and now it is a catastrophic reality.
Back to the same old abusive relationship
Tenants faced with such a hostile Section 25 notice have only one option if they wish to preserve the pub
they have built up and nurtured for many years, and to protect the vital, established service that they
provide to their community. They must challenge the S25 notice legally. This of course puts them straight
back into the David v Goliath situation that the Pub Code was designed to remedy.
Very few tenants have the resources to risk a legal battle against their pub company, and of course the
pub companies know this full well. The chronic imbalance of resources between pub company and tenant
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enables the unfair domination and exploitation of tenants that has always been the defining feature of the
modern tied model.
So now, any tenant that attempts to escape that old abusive tied model by opting for MRO under the
Pubs Code can fully expect to be dragged back under this abusive power, because the likelihood is they
will ultimately be confronted with a hostile Section 25 notice that they will either have to fight, or to which
they must submit.
Case study 1 – The Swan, York
I know this from personal experience as the tenant of The Swan in York.
In 2017 Punch Taverns contested the renewal of my own ten-year lease by serving me with a hostile
Section 25 notice quoting Grounds G. They did this because they knew that I would be pursuing an MRO
deal under the recently implemented Pubs Code.
In the meetings that ensued I pointed out that they did not have a true managed model, but had instead
concocted their “Falcon” quasi-managed model as a Code avoidance vehicle. They indignantly denied
this, so I informed them that I would initiate litigation to get a legal determination.
Shortly after that I was then presented with various new options, including the possibility of a new free of
tie lease which was the option I chose. It was a result of sorts, but the fact that I had been served their
Section 25 notice meant that I could not negotiate under the protection of the Pubs Code, so I ultimately
had to settle for a higher rent and less favourable lease terms than I would otherwise have received.
I can only conclude however that they were anxious not to have their Falcon model tested legally.
My pub is now owned by Star Pubs and Bars (aka Heineken) and in 2027 I fully expect to be served
another hostile S25 notice by them, at which point I will have to contemplate the prospect of another
protracted, stressful and expensive battle if I wish to preserve the pub that, by then, I will have cared for
and protected for twenty years.
The Swan is entirely unsuitable for a traditional managed site as it is a small, historic, wet led communityorientated pub with no food offering, but an outstanding reputation for its diverse range of local
independent beers. However, I am quite sure this will not prevent Star attempting to put in an “Uber”
tenant, under their “Just Add Talent” quasi-managed model.
The potential consequences for the pub, which is so idiosyncratic, and so revered by visitors and regulars
alike, do not bear thinking about. All the character and stability will be swept away along with our range of
independent local beers, to be replaced with a vice-like corporate grip and a bar-full of ubiquitous
Heineken brands. This would outrage the surrounding community, of which the pub is an integral part.
In the light of my own experience, I soon after specifically raised the matter of hostile Section 25 notices
in person with the then PCA Paul Newby, at a meeting he attended in York that was organised and
chaired by my MP Rachael Maskell. Mr Newby acknowledged that he was aware of the practice and
agreed that it was matter of great concern to his office. Yet for the rest of his term in the post it appears
he took absolutely no action at all on the matter.
Case study 2 – The Britons Protection, Manchester
The current PCA Fiona Dickie recently visited this iconic pub in Manchester to participate in an event. The
established licensee Mark West had recently received a hostile Section 25 notice from Star Pubs and
Bars, citing Grounds G. Mark tells me that he raised his deep concerns about the matter specifically with
Fiona Dickie during her visit, but that she was entirely unwilling to discuss it.
It is hard to escape the impression that the PCA’s office has no intention whatsoever of properly
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managed models. This attitude seems totally unjustifiable considering the fact that the use of these
notices, and the very existence of these new business models, are a direct reaction to the Pubs Code,
and both are a means of subverting it. The PCA should at the very least be flagging this issue to the SOS
for further scrutiny and action.
Mark at The Britons Protection intends to go into battle for his pub with Star Pubs and Bars, and he is
preparing with lawyers and a barrister for a potentially protracted legal challenge to the validity of Star’s
“Just Add Talent” model. This is an important challenge, although it would not be surprising if Star opt not
to risk a court ruling at the last minute. This is often the way with pub companies. Over the years they
have settled many potential challenges on a variety of issues, rather than risk having a precedent set.
The risks to Mark are also great of course. The costs involved could be immense, but it is a risk he is
prepared to take in order to protect and preserve his a pub, which like The Swan, is an irreplaceable gem
of great historic significance, hugely important to its local community and widely revered by the people of
Manchester and beyond.
The Britons Protection is the kind of unique pub that requires very special and dedicated stewardship.
Famed for its unspoilt historic interior, range of independent beer and boasting an extraordinary offering
of 350 whiskies, it will simply not survive a transition into a one-size-fits-all corporate model. It works
perfectly as it is and generates enough income for Mark to pay a very substantial rent to Star with no
problems. There is no genuine justification for evicting him, and there is nothing to suggest that his
eviction would benefit the pub or the community it serves, quite the contrary in fact.
Such pubs can only continue to exist under the careful stewardship of a truly dedicated operator,
somebody embedded and invested in the local area who can operate a business model that allows
enough flexibility and breathing space to maintain and preserve the pub, and to offer the bespoke service
necessary. The identikit straitjacket of a corporate, quasi-managed deal is entirely unsuitable for such
pubs, and the imposition of such a model at the expense of a good quality model tenant, with a long
unbroken record of success, is cynical, irrational and indefensible.
Why are we seeing these evictions?
Under normal circumstances it would be baffling to see so many good quality tenants being suddenly
evicted within a single sector, but of course the leased pub sector is far from normal. It is a sector long
characterised by brazen exploitation due to a chronic imbalance of risk and reward between landlord and
tenant. What we are seeing is a clear reaction to that exploitation being curbed by statutory regulation. It
is simply a tactic to bypass the Pubs Code in order to allow a return to business as usual.
Despite all the old, repeated protestations of the pub companies the truth is that the modern tied leased
model was never a truly a “partnership” arrangement that was beneficial to tenants. It was instead
systematically extractive and exploitative, concentrating an unfairly high share of financial reward into the
hands of the property owner, while shifting the bulk of the risk onto the poorly rewarded tenant.
By opening the door to the MRO option, the Pubs Code, for all its flaws, did at least partially succeed in
its goal of redistributing profits more equitably than before. Whereas before a tied tenant would have both
a wet and a dry rent extracted from their business, an MRO tenant only faced a dry rent, and even when
this might be somewhat higher than their previous dry rent they would still be better off because they
were not paying the obscenely inflated wholesale drinks prices that they were paying under the tie.
In a great many cases the wet rent was historically even more lucrative for the pub company than the dry
rent, so the loss of that income struck at the heart of their entire business model, which has always been
predicated on excessive profit extraction. Therefore, it was imperative to the pub companies that they
circumvent the statutory regulation to reinstate their desired profit level.
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A hostile Section 25 notice is an ideal way to achieve this, because in one fell swoop the pub company
can rid themselves of an inconveniently savvy tenant who is prepared to exercise their legal right to MRO,
restore their former excessive profit share by offering the pub to an incoming tenant in return for a
shockingly low proportion of the turnover (and a shockingly high proportion of the risk), and furthermore
remove the pub from the scope of the Pubs Code going forward. That is a triple win for the pub company,
but an utter loss for literally everyone else.
It should also be noted that there is one further additional motive on the part of the brewing pub
companies, which is to reinstate the dominance of their own products on the bar at the expense of
competing brands. As such, the use of hostile Section 25 notices can and does directly enable anticompetitive behaviour and increased corporate market dominance.
Action
We urge the Committee to take a keen interest in the destructive effect that predatory Section 25 notices
are having on the pub infrastructure of the UK, and ideally to conduct an enquiry into the matter which
can ideally take in the broader question of Pubs Code failures and avoidance. The Committee must
acknowledge that there is simply no genuine security of tenure for any pub leaseholder anymore, and that
the pub companies can, and do, routinely exploit their power to ride roughshod not only over the Pubs
Code, but also over the entire concept of secure leases as enshrined in the L&T Act.
The situation must not simply be dismissed as an “unintended consequence”. The use of hostile S25
notices was predicted and warned against, yet the route is still, even now, left wide open. We are now
seeing the inevitable consequences of the systematic degradation and loss of many of our most
characterful and precious pub businesses. The cost, by every metric conceivable, is enormous and
unacceptable, and the tide must be stemmed. The all too easy escape route offered by the cynical
exploitation of Section 25 notices must be closed off, and quickly.
•

The PCA should have addressed the clear proliferation of code avoidance models from the outset,
if only by flagging them up to the SOS as a matter of urgency needing further action. It is clearly
an issue that is of direct relevance to the PCA because it involves the circumvention of the Code,
yet it has been consistently treated as though it is outside the scope of the PCA’s office. We
simply do not accept this, which is why we are now appealing directly to the Committee, and we
urge the Committee to challenge the PCA on this issue.

•

The issue of statutory compensation payable under the L&T Act must be addressed so that it is
not cheap for pub companies to evict blameless, good quality, long-standing tenants. Those
tenants should receive a level of compensation that truly reflects the value of the business
that they have built up. There is simply no reasonable argument to the contrary.

•

The government should investigate and rule on the efficacy of these new quasi-managed
models, and decide whether they can be legally used to justify the eviction of good quality,
long term tenants like Mark West at The Britons Protection. He should not be expected to fight a
David and Goliath battle against a global giant like Heineken. This is exactly the kind of
imbalanced struggle that the Pubs Code was intended to remedy.

•

Furthermore, if it is decided that these new models fail to meet the necessary criteria to satisfy
Ground G, as seems very likely given that the new operator occupying and running each of these
pubs is not even a direct employee, there should be legal recourse for anyone former
leaseholder that has been forced out of their pub on that basis.

•

We know the use of hostile Section 25 notices is widespread and commonplace, but the data is
not as readily available as it should be. The PCA receives some figures via Code Compliance
Reports from the regulated companies, but it appears little is done with the data. We ask the
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Committee to request the PCA to collate, analyse and clearly report the data they have
amassed regarding hostile Section 25 notices served since the Pubs Code came into
effect. However, it is likely that more information will be required to complete the picture, and the
pub-owning companies should be required to produce that information.
•

The pub companies should also be made to disclose the failure rates of tenants that have
attempted to run pubs under their new quasi-managed models. The committee should hold a
consultation inviting tenants to give their experience of these business models, and should test the
assertions of the pub companies that these models actually represent a fair and reasonable
business opportunity.

•

HMRC should take a close look at these models and hold the pub companies (not the
tenants) entirely and directly responsible for any irregularities they uncover. This situation
was entirely created by them, and then knowingly sold as an opportunity to largely unsuspecting
incoming operators.

•

More broadly the Committee should call for a long overdue review of the outdated Landlord
and Tenant Act. The provisions of the Act make it far too easy for powerful property owners to
destroy tenant businesses through the cynical use of hostile Section 25 notices. This urgently
needs to be addressed, along with many other flaws in the Act, such as the continued
permissibility of upward-only rent reviews.

•

Finally, it’s been 33 years since the last competition review into the beer market (the 1989 Beer
Orders). We ask the Committee to support our call for another full competition review with a
wide remit and broad terms of reference to address the endemic anti-competitive practices which
continue to limit consumer choice in both pubs and beer.

Great pubs thrive on consistency and stability, and the communities around such pubs benefit
enormously from a virtuous circle of loyalty and cohesion that takes years to build, and constant, careful
work to maintain. Yet this is now being routinely shattered by this latest cynical behaviour by the
regulated pub companies, in an utterly transparent attempt to avoid statutory regulation and thus to
restore their excessive profits and their anti-competitive brand dominance.
It is utterly shameful and cannot be allowed to continue unhindered.
Yours sincerely

Paul Crossman
Chair of the Campaign for Pubs
Tenant licensee at The Swan, York
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