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Report on the Pub Company Audit  
 
Executive Summary  
 
The inaugural annual statement of compliance has been conducted by the Pub Governing 
Body.  A review of the initial responses received highlighted a number of areas where the 
PGB’s auditing document required amendments to enhance the clarity of questions asked.   
 
Overall, the board were pleased with the responses received and the engagement of the 
participating landlord companies.   
 
There were some areas of interest which the board have flagged and will closely monitor over 
the next auditing periods. These are outlined below:  
 

• Use of business plan waivers;  

• Contracted-out agreements;  

• Low levels of BDMs who have completed training as per the IFC;  
 
The board also intend to remind all parties of their obligations under the IFC in order to 
remain compliant for the future auditing periods, and to make recommendations on where 
improvements need to be seen in the next audit. 
 
Background Information to the audit  
 
In 2014 the Pub Governing Body conducted the first annual compliance audit as required 
under the UK Pub ,Industry Framework Code of Practice v6 (IFC), paragraph 110. Under the 
IFC, all companies operating 100 or more leases are required to participate in the auditing 
process and to submit their responses to the PGB.  The PGB, having reviewed all the 
information received from the participating companies are then to produce a public report on 
their findings.   
 
With this in mind, the purpose of this report is to provide all industry stakeholders with the 
PGB findings, focusing on the following elements:  

• Areas where the PGB has identified good levels of compliance with the IFC; 

• Areas where the PGB wish to see further improvement in the forthcoming auditing 
year; and  

•  A reminder to all parties within the industry of their obligations under the IFC and 
ensuring their compliance with this.   

 
Who was audited as part of the process?  
 
As per paragraph 110 of the IFC, all  pub  companies operating 100 or more leases were 
required to participate in the audit, namely;- 
  

1. Admiral Taverns;  
2. Enterprise Inns;  
3. Greene King;  
4. Marston’s;  
5. Punch Taverns;  
6. Spirit Pub Company;  
7. Star Pubs and Bars  

 
The PGB can report that all seven companies participated in the audit and their responses 
were received in advance of the deadline set by the board.   
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What content was audited by the PGB?  
 
The audit was carried out by way of a questionnaire developed by the PGB board.  The 
annual statement of compliance was to provide details on a range of indicators from each 
Landlord Company and specifically made reference to the following topics; 
 

a) The number of new agreements, both lease and tenancy agreements, entered into;  
b) Compliance with pre-entry requirements and the use of any waivers in relation to the 

grant of new agreements;  
c) The number of rent reviews and renewals that fell due during the auditing period and 

within what timescales these were concluded;  
d) The number of complaints recorded by individual companies via their internal 

grievance procedure and how they were concluded.   
 
The auditing period  
 
The relevant period for the purpose of collecting data from the Landlord Companies for the 
inaugural audit was 1

st
 May 2013 – 30

th
 April 2014.   The next auditing period will require 

Landlord Companies to supple the necessary data for the period covering 1
st
 May 2014 – 30

th
 

April 2015.   
 
Comments from the board  
 
 
Whilst every endeavour was made to ensure that the questionnaire was circulated to 
participating companies in good time.  This was the first time the survey had been run and a 
number of amendments had to be made.  Because of this, it was necessary for the PGB to 
communicate further with companies where it appeared there were anomalies or an unclear 
understanding of the data.  
 
The board found this to be a valuable exercise as it highlighted  areas on the questionnaire 
where wording had not been interpreted correctly and had therefore led to the data received 
not being what was actually sought.  An example of this is the question around waivers used 
for agreements entered into during the reporting period.  In the first instances the wording of 
the question was not sufficient insofar as it did not ask for the data to exclude waivers applied 
to agreement renewals.   
 
Specific areas of the audit for commenting upon  
 
The board wish to make the following comments on specific areas of the audit: 
 
Agreements entered into and their treatment under the Landlord and Tenant Act 1954  
 
The initial section of the audit sought to obtain from individual landlord companies the number 
of substantive agreements entered into during the relevant auditing period; this was split 
down by lease and tenancy agreement and again further defined by their treatment under the 
Landlord and Tenant Act 1954.   
 
From the responses received, it would appear that a large number of contracted out tenancies 
had been granted, and the PGB would be looking in more detail at the circumstances where 
such agreements are granted.  The board have indicated that questions regarding the 
frequency with which agreements are contracted out of the Landlord and Tenant Act 1954 will 
continue to be asked in future audits so that the board can continue to monitor the responses.   
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BDM Training  
 
The board wish to commend those landlord companies who were successful in ensuring a 
high percentage of their BDMs completed the necessary training and in some instances to a 
higher standard than that prescribed for under the IFC.  The board, who strongly advocate the 
training of all individuals working within the industry, will take a keen interest in future audits.   
 
 
However the board would like to stress that there is still room for improvements in one or two 
companies..  The PGB board would like to take this opportunity to remind all landlord 
companies of their obligations under the IFC in relation to BDM’s who are yet to receive 
training.  Under paragraphs 41 and 139 BDMs must receive training before carrying out rental 
negotiations.  Whilst there was nothing in the responses to suggest that paragraphs 41 and 
139 were not being complied with, companies should take note to ensure that any BDMs 
awaiting training are not engaging in rental negotiations on behalf of the company.   
 
The board stress that they expect the position on BDM training to be improved over the next 
auditing period (1

st
 May 2014 – 30

th
 April 2015) and that this area of compliance should show 

substantial improvements.   
New agreements (direct lettings of tenancies/lease and renewals)  
 
This section of the audit sought to capture data relating to the number of new agreements 
entered into during 1

st
 May 2013 – 30

th
 April 2014 and their compliance with the pre-entry 

requirements under the IFC.  In particular, the board were interested in the number of waivers 
that had been applied to new agreements.  
 
It became apparent to the board, when reviewing the responses, that the wording of the 
questions in the audit was confusing and invited Landlord Companies to include data relating 
to waivers applied to renewal agreements.  The board therefore requested that landlord 
companies re-supply the data relating to the number of waivers applied solely to new 
agreements granted during the auditing period.   
 
As a result of reviewing the information the board wish to make the following statements:  
 

• The PGB do not consider it to be compliant that business plans are waivered, 
regardless of the implied ability to do so under the IFC and would strongly advise that 
no business plans are waived going forward; 

•  The PGB advocate the engagement of all prospective tenants/lessees and landlord 
companies to comply with all pre-entry requirements as described within the IFC, 
specifically including; 

o Producing a business plan and seeking independent financial advice on its 
contents;  

o To undertake Pre-entry awareness training (PEAT) at the outset prior to 
entering into discussions with landlord companies about the substantive 
terms of an agreement; and  

o To take independent professional advice on legal, property and financial 
matters through the entire pre-entry stage.    

• Lastly, the board would like to stress that it is the responsibility of all stakeholders to 
actively promote the benefits of engaging in training for new entrants to the industry 
prior to making a commitment to a tenancy or lease agreement.   

 
Rent Reviews & Renewals  
 
Overall the board was happy that rent reviews were being completed on time – although there 
was scope to improve the timing of resolution of both rent reviews and renewals for some 
companies.  The Board expects to see timescales set out in the IFC continue to be adhered 
to going forward.  
 
 
Assignment  
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Having reviewed the responses received to questions regarding assignments the board wish 
to make a very clear statement that it is the responsibility of all parties to the assignment, 
assignor and landlord company, to ensure that the assignee complies with all pre-entry 
requirements as would be required if the agreement was offered as a direct let.  These are, 
namely:-  

• To undertake Pre-entry awareness training in the form of PEAT;  

• To produce a business plan and seek financial advice on this;  

• To take independent professional advice on legal, property and financial matters.  
 
 
Conclusion 
 
In conclusion, the board were happy with the level of engagement by companies with the 
annual statement of compliance and for their assistance in completing the audit.  The 
exercise has allowed them to identify areas where they are performing well and areas where 
the board want to see improvement.   
 
The board will now review the audit document, taking into consideration any amendments 
arising from issues identified during the first audit, ahead of the next audit year.  This will then 
allow the board to be in the best possible position in 2015 to measure compliance in 2015.   
 
   
 
 


