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C Rowe-Evans Esq
Yorkshire Coast BID Limited
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6 June 2022
Dear Mr Rowe-Evans
YORKSHIRE COAST BID LIMITED (“YCBID”)

| write to you as Chairman of the Board of YCBID. You may be aware that | have incurred substantial
professional fees in investigating Scarborough Borough Council (“the Council”) and its relationship
with YCBID.

| have recently been examining your accounts for the year ended 31 July 2020. | have noted that
according to those accounts you have only spent £154,923 on “Project costs” with £153,261 spent
on Administrative expenses. | also note that in your first year of operation you spent £21,403 on
public relations. | am struggling to understand what benefit the YCBID has provided to those
businesses who have been charged the Levy by the Council. Perhaps you will explain?

| will move on to the more serious matter. Your VAT Registration. Whilst it is not up to me to direct
you what to do | strongly suggest that you raise the following with your accountants, Smailes Goldie
(formerly Moore), as if this matter is not resolved YCBID may lose its VAT Registered status and will
have to repay all the VAT it has claimed on its expenses.

It appears that your Board of Directors and the Council do not understand Clause 4 of the Operating
agreement dated 31 July 2019. The Council have maintained and continued to state that they act as
the “Collecting Agent” for YCBID. Your accounts show as Turnover on the detailed Income and
Expenditure Account as “Levies Receivable”. Your accounting policy for Turnover, as disclosed in
your published accounts that are on public record at Companies House, is stated as follows:

“Turnover comprises the fair value of levy charges raised on businesses within the BID area, and
other voluntary contributions received from local businesses and individuals. Turnover is shown net of
value added tax.”

| also note that your accounts for the year ended 31 July 2020 record collection costs within your
cost of sales of £49,282.



Your accounts are consistent with the position the Council has maintained — that they are your
Agent. However, the consequence of this position is that YCBID is not able to be VAT Registered,
simply because the levy that you state is your turnover cannot subject to VAT. This means that all
the VAT you have charged has been in error and more seriously all the VAT reclaimed on
expenditure cannot be reclaimed.

Your position is compounded by the narrative that is recorded on the invoices you appear to send to
the Council. For example your invoice number 6 that was paid on 29/8/2019 for gross amount of
£325,435.20 was described as being for “August levy transfer”. Other invoices refer to “Collections
up to 4.11.2020” or similar. Again this indicates that the Council is your Agent and compounds your
VAT problem. This information has been supplied in reply to a Freedom of Information request (copy
attached).

If you and the Council understood your Operating agreement, in particular Clause 4, you would
realise that YCBID does not have Levy income as its turnover. YCBID has contractually agreed to
supply a service to the Council of “Administering the BID arrangements”. This is what your accounts
should state as your Turnover and what your invoices should state as the VATable service.

Of course the narrative you have shown on your invoices does not state this and furthermore does
not meet the requirements for a valid VAT invoice by incorrectly describing the service provided.

In addition, according to the Operating Agreement, the YCBID invoice to the Council is “... net of
costs of collection”. Therefore these costs should not be reflected in your accounts. By accounting
for them in this manner it emphasises the point that the Council is acting as your Agent. Clearly this
is not what was contractually intended and this problem was identified in the Mosaic feasibility
report which states as follows on page 23

“More importantly it will also ensure that the DBID Company can make provision for VAT.
The DBID levy bills sent out by the Local Authority to individual payers cannot charge VAT.
However the DBID Company, which is in most cases, limited by guarantee would be required
to pay VAT on its activities. This would normally mean that it would lose income as it would
have to make provision for VAT payments at the prevailing rate without the ability to be able
to charge it on the levy bills.

Discussions with Customs & Excise have provided a solution whereby specific wording in the
Operating Agreement will allow the DBID Company to invoice the Local Authority for the
amount of BID Levy collected plus VAT. The Local Authority will then

be able to claim this VAT back via the Section 33 mechanism.”

You must appreciate that it is not sufficient to just have the wording in the Agreement, you must
also apply and act in accordance with the agreement. Otherwise the agreement is just a “sham”.

As | mentioned earlier, it is not for me to advise you how to proceed from here, but | strongly
recommend that you discuss with your accountants how this situation can be rectified.

Finally, | note that your accounts are not subject to any form of professional audit. Whilst | accept
that YCBID does fall below the statutory thresholds that require an audit, it would be good practice
for the accounts to be audited simply because you are in effect administering public money. Perhaps
if an audit had been carried out the problems | have drawn to your attention would not have



occurred. By way of comparison if YCBID was a registered charity it would be required to have its
accounts subject to a statutory audit as the turnover threshold of £1m has been exceeded.

| have written to you in good faith and | trust that you will reply in the same terms.

Yours sincerely

James Corrigan
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30 May 2022

Dear Mr Corrigan
Internal Review 8486

We refer to the above mentioned FOI dated 21 February 2022 and your subsequent
request dated 31 March 2022 for a review of the Council response which was
provided to you on 21 March 2021.

Response:
gem— The Council’'s Response to your original request was as follows:

With regard to the Business Improvement District, please provide the following
information:

1. Please provide a copy of the BID Revenue Account from commencement of the
BID that the Council is required to maintain in accordance with Section 14 of
The Business Improvement Districts (England) Regulations 2004.

2. Please provide a copy of the description of the goods and/or services as set out
on each VAT invoice raised by Yorkshire Coast BID Limited to the Councll,
together with the date and amount charged for those goods and/or services on
that invoice. If there are several invoices that have the same description on the
invoice, please provide a schedule summarising the dates and amounts
charged on each invoice for that specific description of goods and/or services.

Section 43(2) of the FOIA states the following:

(2) information is exempt information if its disclosure under this Act would, or would
be likely to, prejudice the commercial interests of any person (including the public
authority holding it).

Disclosure of the information would be likely to prejudice the Council’'s own
commercial interests. As part of the consideration of the application of this
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exemption, we are required to balance the public interest in disclosure against the
public interest in maintaining the exemption.

Public interest arguments for disclosure:

. It is accepted that the public have an interest in the transparency and
accountability of the Council. Disclosure of the information in question may go
towards furthering that interest.

. Where information is kept out of the public domain it may lead to allegations
that decisions are not being made in an open and accountable manner.

. Disclosure of the requested information would allow the public to understand
the Council’s position thus increasing transparency

Public interest arguments in favour of maintaining the exemption:

. Ensuring well informed decision making — commercially sensitive information is
required by the Council so that they are able to make well informed decisions in
the best interests of the borough.

. Disclosure of the requested information has significant potential to impact upon
the willingness of parties to deal with the Council in future. This would not be
conducive to open and transparent negotiations and dealings between the
Council and third parties

. The public also have a clear interest in the Council being able to conduct their
commercial affairs to the benefit of the borough. It cannot be within the public
interest for the Council to have to disclose details connected to these affairs
where there is no suggestion or allegation of impropriety. To do so would put
the Council at a significant disadvantage which in turn has a direct impact upon
the public, the local economy and the local taxpayer

The Council is therefore satisfied that the public interest rests in maintaining the
exemption.

Review:

A review has been requested of the Council’'s response and in particular the
Council’'s application of the section 43(2) exemption and the public interest
arguments.

Upon review of the request, the Council has determined that the information
requested can now be disclosed. Therefore the original response and exemption are
not upheld.

Please find below the requested information:

1. Please provide a copy of the BID Revenue Account from commencement of the
BID that the Council is required to maintain in accordance with Section 14 of
The Business Improvement Districts (England) Regulations 2004.

Year Ended 31 | Year Ended 31 | Year Ended 31 Period to 17
Mar 2020 Mar 2021 Mar 2022 May 2022
Balance b/f (26,091) (1,755) (83,858)
BID levies paid in year (637,328) (383,084) (541,926) (146,971)
Amounts paid to Yorkshire
Coast BID 611,237 407,419 459,823
Balance c/f 26,091 1,755 83,858 (230,828)




2. Please provide a copy of the description of the goods and/or services as set out
on each VAT invoice raised by Yorkshire Coast BID Limited to the Council,
together with the date and amount charged for those goods and/or services on
that invoice. If there are several invoices that have the same description on the
invoice, please provide a schedule summarising the dates and amounts
charged on each invoice for that specific description of goods and/or services.

Date Paid Inv No Net Vat Gross Narrative

29/08/2019 | 0006 | £271,196.00 | £54,239.20 | £325,435.20 | August levy transfer

07/10/2019 | 0010 | £160,095.00 | £32,019.00 | £192,114.00 | September levy

05/12/2019 | 0011 | £107,160.78 | £21,432.16 | £128,592.94 | Oct - Nov collections

07/02/2020 | 0013 £72,785.42 | £14,557.08 | £87,342.50 | Dec - Feb 5th collections

17/04/2020 | 0017 £25,864.42 | £5,172.88 | £31,037.30 | Collections up to 1.4.2020

16/11/2020 | 0030 | £305,486.59 | £61,097.32 | £366,583.91 | Collections up to 4.11.2020

12/03/2021 | 0034 £76,068.06 | £15,213.61 | £91,281.67 | Collections up to 12.3.2021

20/07/2021 | 0052 £76,353.13 | £15,270.63 | £91,623.76 | Collections up to 20.07.21

08/09/2021 | 0054 | £182,529.34 | £36,505.87 | £219,035.21 | Collections draw down as of 29.08.2021
21/10/2021 | 0060 | £168,124.64 | £33,624.93 | £201,749.57 | Collections draw down as of 21.10.2021
20/01/2022 | 0065 £32,816.27 | £6,563.25 | £39,379.52 | Collections draw down as of 20.01.2022

If you are not content with the outcome of this internal review under the Freedom of
Information Act, you have the right to apply directly to the Information Commissioner
for a decision. The Information Commissioner can be contacted at: The Information
Commissioner’s Office, Wycliffe House, Water Lane, Wilmslow, Cheshire, SK9 5AF.
Tel: 01625 545745 (national rate) or 0303 123 1113 (local rate). Fax: 01625 524510.
Web: www.ico.org.uk

Yours sincerely,

Carol Rehill
Deputy Monitoring Officer

foi@scarborough.gov.uk
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www.scarborough.gov.uk
@scarborocouncil
/scarboroughcouncil
01723 232323
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