Tenanted pubs are the backbone of the JW Lees business, they
represent over 75% of all of our pubs, with the remaining pubs
being operated under our managed house division.

It is fundamental to the JW Lees business that we have a great
relationship with all of our tenants so that we can build our
business for the long term.

This means that we need our tenants to be successfully running

profitable businesses - that way we can invest in the pubs and

continue to build our business. For this reason we have no leases -

just traditional three-year tenancy agreements with a full tie for all of our tenants. This gives a
secure low-cost entry and easy exit agreement. It also means that there is never any lease
premium or goodwill to worry about.

The relationship we enjoy with our tenants is all about making each pub a success, but it's
important that you understand 100% what you are signing up to. To that end, our code of
practice is designed to be clear so that there are no surprises later: so it is in your best interests
to read it fully. Please feel free to have your advisors read it too but don’t expect us to make any
changes - every one of our tenants is on the same agreement and it's been carefully drafted so
that it is fair for all parties: that’'s how we work and it's been working for us since 1828.

I look forward to meeting you and hope that you can run a successful JW Lees pub.

Wi AN s i

William Lees-Jones
Managing Director

A BIT ABOUT US

In 1828 retired cotton manufacturer John Lees
(that’s him on the right) had a twinkle in his eye.
Or maybe he’'d had a bad pint and wanted to
get things right. He bought some land at
Middleton Junction and started making beer
there.

His timing was immaculate. This was an age

in which working men would drink up to twelve
pints a day, women a little less and even the
kids got in on the act. This wasn’t because
water was considered a waste of throat-time
(although there was a bit of that) but because
you might catch something extremely nasty from
it, like cholera.

At the same time Manchester was becoming the
workshop of the world and expanding rapidly.
When demand meets quality at the right price
you get success.

In 1876 John Lees’ grandson John William, took sole control of the brewery and changed the
name to JW Lees & Co. He didn't just keep his nose stuck in a mash tun either, finding time to
become Mayor of Middleton twice. When William, Simon, Michael and Christina Lees-Jones joined

Richard and Christopher at JW Lees in the 1990s they were the sixth generation from the founder.

JW Lees is one of the few remaining independent family brewers in the UK. We’ve got great beers

and great pubs. We've even got a top-notch wine company called Willoughby’s which has been
around in Manchester since 1850 - almost as long as JW Lees. To sum up we like to think of
ourselves as old fashioned and cutting edge at the same time. And we aim to be the most exciting
brewery in the North, which is where you come in.
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We have tradition and belief. JW Lees is still a private
family-owned business that takes pride in forging
long term relationships with our tenants. While
hundreds of breweries have fallen by the wayside
we've kept going, growing each year and focusing on
quality all the way. Good quality tenants have done
well with JW Lees and we have grown together over
the years.

At JW Lees we aim to:

* Be open and straightforward in all our dealings
with tenants.

» Develop a long term mutually profitable working
relationship.

¢ Invest jointly with our tenants to ensure our pubs
are the best in their areas.

+ Offer a wide range of support on an ongoing
basis to help our tenants grow their businesses.

Key features of our three year tenancy agreement:

1 The agreement is covered by the 1954 Landlord and

Tenant Act which gives the tenant the automatic
right to renew the tenancy at the end of the term.
This is as long as the statutory notices and
procedures have been followed correctly.

2 The tenancy is a three year renewable agreement.

The only other way the agreement can be severed is

if you are in breach of the terms of the agreement.
However, we can only issue notice on specific
grounds at the end of a three year term: for
instance, if we felt that the pub could benefit from
a major investment and that this was only
sustainable as a managed house then we would
be able to do so but in that case you would be
entitled to compensation.

3 As a tenant you have the right to and must issue
notice (after the initial three months cooling off
period) six months before the end of the three
year agreement if you do not want to renew your
agreement.

Assignments or underletting/goodwiill

Under the terms of the tenancy agreement you are not
allowed to assign or underlet the tenancy. There is no
recognition of goodwill. This means the tenancy is
personally yours and that you cannot hand it over to
another person during the three year agreement. This is
fundamental to the relationship with JW Lees since you
are the tenant. Similarly JW Lees will not trade with any
tenant as a limited company but only as an individual.

Licensing

JW Lees holds the premises licence in your name with
the cost of this re-charged to you annually. The details
of the licence will be discussed with you prior to you
taking the pub. The details must be publicly displayed
in the pub. Any variations of the licence must be
discussed with JW Lees in advance of any application
being made. The cost of any variation will be the
responsibility of the tenant.

Cooling off period

We understand what a big decision it is to take on the
tenancy of a pub. To that end we offer a three month
cooling off period at the beginning of your tenancy: this
means that if in the first three months of moving into your
pub you feel you have made the wrong choice simply give
us one month’s notice in writing and you can leave the
pub without any penalties.



BREACRES OF
THE AGREEMENT

This means the legal consequences that might arise if
you do not perform or observe your obligations under
the Tenancy Agreement, as detailed previously. This
may result in your tenancy being terminated, depending
on the nature of the breached obligations.

Ullage is any beer that is unsellable. It's what is left in the
cask and is mostly yeast. Beers which are no longer
considered suitable for sale, for whatever reason, may
be returned to the Brewery for consideration for credit.
These beers may be "carded up" either by a company
representative (Area Manager or Technical Services
Technician) in situ or reported to the Brewery by
telephone to the Area Manager or Technical Services
Department. It must be noted that JW Lees does

not operate a sale or return policy. Any unbroached
containers will not receive credit (unbroached simply
means no beer has been drawn out of the container).

Notification to the Brewery must include the following
information:-

* Name of caller and outlet.

e Cask or keg size and number.

* Brew or rack number.

« Use by date.

* Beer brand.

* Approximate volume.

* Product fault (e.g. clarity, taste etc).

This information will be recorded on the Examine for
Credit form.

Credit will only be issued if:

1. There is no evidence of filtering back.

2. No more than 3 gallons have been removed from
the container. This means that the minimum
volume in a container for credit to be considered
is as follows:

36 gallon barrel 33 gallons
22 gallon barrel 19 gallons
18 gallon barrel 15 gallons
11 gallon barrel 8 gallons
9 gallon barrel 6 gallons

3. The beer is reported to a Technical Services
Technician or your Area Manager no later than
three days before its use by date, as shown on the
container label.

4. The container has a valid label attached.

The company reserves the right to refuse credit where
there is evidence that the problem has been caused by
the licensee's own actions (e.g. over stocking).

The Technical Services department will sample all beers
upon return to the Brewery. Beers that differ from the
despatch original gravity and ABV (so beer that's changed
in some way from how it was originally sent out from the
Brewery and has since been returned) will be submitted
for further analysis (including colour, bitterness etc.)
Beers failing any of these tests will be refused credit.

A duplicate sample will be drawn and retained for 30
days in case of dispute.



JW Lees would much prefer any problems to be dealt
with through discussion and agreement with your Area
Manager or internally within the Brewery in the first
instance. Honesty is one of our values at JW Lees,
and we want you to feel like you can talk to your Area
Manager. Occasionally problems do arise which cannot
be resolved in that way and it is the policy of JW Lees
to find an effective method to resolve any problem or
grievance. For non-rental disputes, the matter will be
referred to the Director of Pub Operations and from
there to a Main Board Director.

We try to offer a fair rent that does not seek to penalise
successful tenants but equally we do not want to
subsidise under-performance. Our rents are based on a
fair maintainable trade (FMT) which is what we consider a
reasonable level of trade from an average tenant.

The rent review process begins six months before the
end of the third year anniversary when you will be given
the option to renew your agreement. JW Lees will
examine the trading levels and the most recent set of
accounts before making a written rent proposal. Our
rent calculations are focused on net sales and net
profit. Typically we will rent at between 8-12% of fair
maintainable turnover and cross-check this against

On the rent review, if we cannot agree on a rent after the
initial proposal from your Area Manager, the Director of
Pub Operations will then organise a meeting to try and
reach an agreement. If no settlement can be reached, the
Director of Property will carry out a separate review and
aim to reach agreement. If this step fails JW Lees has
also signed up to the Pub Independent Rent Review
Service PIRRS which provides a fixed cost independent
rent determination service. The decision will be final and
binding on both parties.

taking no more than 50% of net profit before rent. The
calculation will vary from house to house depending

on sales mix. For instance, where there is a strong food
trade and accommodation income, the percentage will
be higher than a wet-only house. This is because in a
wet-only house JW Lees enjoys a wholesale profit from
all of the sales whereas accommodation and food are
additional income streams that do not provide us a
direct contribution. The fair maintainable trade figure

is arrived at by the use of historic and current data

and takes account of known factors affecting the pub
and locality.

IF TENANTS
GET INTO
DIFFICULTIES

JW Lees recognises that circumstances can

arise from time to time where tenants experience
difficulties which may be outside or mainly outside
their control. Examples have included road closures,
increased parking difficulties, changes to pavements
or closure of local businesses but this is not an
exhaustive list. Although the legal obligations of

JW Lees and the tenant are defined in the tenancy
agreement, and both parties are bound by those
provisions, JW Lees will recognise those difficulties
if they are clearly affecting trade at the pub.

If a tenant is facing those difficulties then he or

she should immediately contact their Area Manager.
Tenants should not delay as problems can sometimes
be solved by dealing with them early and before the
situation becomes critical. We will review the current
business and the nature of the difficulty that has been
encountered and its impact on the business. We will
consider solutions and this may involve a change in
the profile of the house, pursuing other market
opportunities for the pub and, on occasion, may
involve expenditure in order to take advantage of
other opportunities. If there is a cost to any such
solution, this will be discussed and mutually agreed
by JW Lees with the tenant.

On occasion, the viability of the public house may
be called into question and JW Lees accepts that
there may be occasions when the tenancy should
properly be brought to an end. JW Lees will adopt
this approach in circumstances where losses will
be incurred and which cannot be recovered if the
business is to continue.

AND FINALLY..

In all of our dealings we intend to be as open as we
humanly can be. There will be no hidden agenda and no
misleading small print. Everything we can do to make our
relationship and your business a success will be done. So
from the moment you decide to work with us, we will be
talking with you, setting up meetings and helping you. Our
mission is to be the most exciting brewery in the North,
and that’s in everything we do, no more so than in our
pubs. Our company-values are for everyone atJW-Lees-to
be passionate, proud, honest, confident, savvy and real,
and we hope these are values that our tenants can relate
to as well. It's all about being yourself.




