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Introduction

Thank you for the opportunity to respond to this consultation. CAMRA is a UK non-profit
organisation with around 191,000 members. CAMRA campaigns for real ale, community pubs
and consumer rights.

As key stakeholders in the establishment of the Pubs Code (the Code) and creation of the
Pubs Code Adjudicator (PCA), CAMRA is campaigning for improvements to be made to the
Code, to ensure that the ‘no worse off' principle can truly be delivered. CAMRA has evidence
to suggest that at present, Pub Owning Businesses (POBs) are continuing to exploit
loopholes in the Code, ! seeking to gain more from the profit margins of Tied Pub Tenants
(TPTs).

CAMRA welcomes this consultation as a step forward towards eliminating a bad practice
used by POBs to extract extra profit from TPTs, which can be used within profit and loss
statements to inflate the proposed rent a TPT pays to the POB based on false assumptions of
saleable volumes of beer.

General comments

The practice by which POBs base profit and loss statements for TPTs on the assumption that
a container holds 100% saleable liquid is clearly absurd and unfair. Taking the example of a
standard 72 pint firkin, while dependent on the type of beer, the saleable volume after
sediment and operational waste is generally expected to be around 67 pints but could be as
low as 64 pints. This represents a reduction in saleable liquid of around 10%, meaning that
profit and loss statements in relation to draught beer, if the sediment and operational waste
are not properly accounted for, could result in a misleadingly inflated projected profit for the
TPT of up to 10% from draught beer sales, and therefore increase the proposed rent that the
TPT should pay to the POB.

CAMRA believes guidance should ensure that TPTs receive the most accurate and
transparent information about the amount of saleable liquid per container of beer and how this
has been taken into account in the calculation of profit and loss statements. The guidance
should result in a system that is as simple as reasonably practicable for brewers and POBs to
navigate, while ensuring that TPTs have access to adequate information to ensure that they
can reasonably assess profit and loss forecasts.

CAMRA'’s preferred route forward to ensure that TPTs have access to accurate and
transparent information under the Code is to require POB rent assessments to:
e provide specific allowances for wastage and undrinkable sediment in every rent

assessment

e base the allowance for undrinkable sediment on an average across the volume of ale
they have sold in the past year (brewers are currently required by law to keep records
that would allow this calculation)

e prohibit POBs from making the implicit assumption that publicans can short measure
consumers illegally

Our response provides comments on each of the sections of the consultation document.
Accounting for duty paid
Cask ale is a unique product, a key characteristic of which is that it undergoes secondary

fermentation in the cask that it is dispensed from. This means that, owing to sediment, a
proportion of the real ale will always be unsaleable. Therefore (while not within the

! Please see appended paper summarising the results of a fact finding exercise
carried out with TPTs
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direct remit of the PCA) it is vital that the excise duty allowance for undrinkable sediment is
maintained, to ensure the future survival of this traditional, natural product. If the allowance
was removed, cask ale would then be overtaxed, creating a disincentive for brewers to
produce it, and for TPTs to stock it.

CAMRA is aware that concerns have been raised by other organisations about unintended
consequences of requiring POBs to provide TPTs with details on duty paid on all cask ales
available under the tie in a full and up to date price list. This does not negate the fact that,
under Excise Notice 226, each container of beer should be labelled with details of the duty
paid on it.

CAMRA agrees with the statement from the PCA that TPTs should be alerted to this
requirement, so that they are aware that this information is available on each container of
beer that they serve. TPTs may wish to keep their own records on this, and therefore we
recommend that the training needs for TPTs (covered later in this response) are just as an
important requirement in this respect as the method by which the duty accounted for is
displayed by the POB for the TPT.

Accounting for waste

We agree that best practice should be for POBs to account for unsaleable liquid separately in
forecast profit and loss statements rather than only as part of the gross profit calculation for
TPTs. This should be based on the declared volume of the container, and not be reliant on
claims of the producer overfilling the container.

CAMRA supports the separation of sediment and operational waste within profit and loss
statements. Sediment waste is due to the unique nature of cask beer, whereas operational
waste will be present regardless of the container a beer is served from.

Accounting for sediment waste

The amount of sediment in draught beer varies dependent not just on the container size, but
on the type of cask beer and how it has been stored. Therefore a standardised allowance
would have to be set at a percentage reasonable enough to capture all cask ales to ensure
that TPTs are not left worse off through their efforts to provide a range of beer to cater for
consumer preferences and allow choice.

CAMRA's preferred approach is for the allowance for undrinkable sediment to be based on an
average across the volume of cask beer that has been sold in the pub in the previous year
(brewers are currently required to keep records that would allow this calculation by faw).

Accounting for operational waste

It is an accepted principle that in the serving of draught beer a certain amount of beer from
each container will not be saleable as it will be discounted under operational waste. This
includes pulling beer through a line after cleaning, 'warm' draw off and customer
tasters/samples, accidental spillages, lively beers frothing over glasses when served and
overfilling of glasses. The amount of operational waste will vary from site to site. Because of
this, CAMRA asserts that no POB should be allowed to sell cask beer to a TPT on the basis
that 100% of the beer left after accounting for sediment waste is saleable.

The size and layout of a pub should be taken into account by the POB when accounting for
operational waste. As it is accepted that operational waste will vary from site to site, POBs
should not be able to assign a standard percentage of operational waste across sites that
vary significantly in size.
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Training and support

TPT training and support

CAMRA supports the expectation that all TPTs should have access to training on cellar
management, saleable volumes and dispensing best practice, and that this should be
provided as both an induction and on an ongoing refresher basis. CAMRA also supports the
approach in respect of cellar management support and other professional services.

Additionally, there should be a requirement for POBs to submit all training materials to the
PCA to ensure that all training provided to tenants explicitly explains how cellar management,
best practice and saleable volumes are linked, and how these factors are then reflected within
profit and loss statements and forecasts.

Itis CAMRA'’s assertion (backed up by the PCA’s own survey of TPTs2) that there is currently
an unacceptably low awareness of the Code and MRO among TPTs. This is a key area in
which the Code is failing as without the knowledge of its regulations and protections, TPTs
will not be able to utilise the Code to ensure that the no worse off principle is achieved.
Therefore, in matters as detailed as saleable volumes and profit and loss statements, POBs
should be compelled by the PCA to place sufficient emphasis on providing training to TPTs to
ensure good levels of understanding of the impact on their business.

If new guidance is issued as a result of this consultation, the PCA should issue an
explanatory note so that TPTs understand in the clearest way possible the reasoning behind
the new guidance and the implications of the new guidance for them.

Business Development Manager (BDM) training and support

CAMRA supports the assertion that BDMs should be fully trained to explain the approach
adopted in profit and loss statements. POBs should be required to submit proof to the PCA
that BDM training has been a) completed and b) renewed on a 12 monthly basis.

Contact

If you would like to discuss our response further, please do not hesitate to contact us.

G htips /iwww.qov. uk/government/news/pubs-code-adjudicator-releases-results-of-first-tied-pub-tenant-
survey
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