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SUMMARY

The Council’s new Corporate Strategy has commercialism as one of its core building 
blocks. Making the most of our assets and knowledge to generate income is now an 
important factor in the way we think about the design and delivery of our services. If 
approved, the new council owned company “Environment SK” will provide a new 
concept for the Council. Customer focus, agility and flexibility will be at the heart of 
every aspect of its design. It will simultaneously both complement and challenge 
traditional methods of service delivery; providing a benchmark against which a range of 
services and various delivery methods could be compared.
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The grounds maintenance service is currently provided through a contract with 
Glendale Grounds Management Limited (“Glendale”) which expires at the end of 
February 2019. The contract covers grounds maintenance services for all the District 
Council owned parks, gardens, public amenity grass areas and the Council’s housing 
related stock.

The Cabinet previously approved the principle of the creation of a new trading company 
to provide grounds maintenance services across the District. This report outlines 
proposals to establish the new wholly-owned company structure for “Environment SK” 
in time for a commencement of the service on the 1st March 2019.

Key points of the report include:

 Stability in the initial scope of service delivered by the new entity – effectively a 
“like for like” service in comparison with the existing contract service 
specification.

 A commitment to review the specification and key performance measures during 
the course of 2019/20 once the new delivery model has become established.

 Use of standard incorporation documentation and appointment of Executive 
Directors to enable early registration of the company structure.

 Potential benefit of utilising a group structure to deliver the core service and 
develop new commercial offers.

RECOMMENDATIONS

1. Cabinet approve the incorporation of the Environment SK companies (limited 
by shares) utilising standard Model articles of association.

2. Cabinet approve the appointment of the following as Directors of Environment 
SK Ltd and Environment SK Commercial Services Ltd
 Cabinet Member for Environment - Councillor Dr. Peter Moseley
 Assistant Director Commercial and Operational – Ian Yates
 Strategic Advisor  (Housing Led Regeneration) – Tracey Blackwell

3. Cabinet approve the appointment of a Non-Executive Director to the Board of 
Environment SK Commercial Services Ltd.

1. BACKGROUND TO REPORT

1.1 The grounds maintenance service is currently provided through a contract with 
Glendale Grounds Management Limited (“Glendale”) which expires at the end 
of February 2019. The contract covers grounds maintenance services for all 
the District Council owned parks, gardens, public amenity grass areas and the 
Council’s housing related stock.

1.2 Future service delivery options have been reviewed by the Environment 
Overview and Scrutiny Committee which supported the option to deliver the 
service through a local authority owned company. 



1.3 On the 12 July 2018 Cabinet considered the options as reviewed and decided 
to deliver the service through a company that is wholly owned by South 
Kesteven District Council and recommended an amendment to the 2018/19 
budget framework to enable vehicles and equipment to be purchased. 
Members considered the recommendations at the meeting of the Council on 
26 July 2018 and approved the changes.  

1.4 Initial legal advice has been commissioned to assist with the design of the 
company structure.

2. SCOPE OF THE SERVICE AND TRANSITION 

2.1 The Council’s new Corporate Strategy has commercialism as one of its core 
building blocks. Making the most of our assets and knowledge to generate 
income is now an important factor in the way we think about the design and 
delivery of our services. However the timescale to achieve this transition from 
Glendale is challenging and as a consequence the initial scope of the service 
to be delivered by Environment SK (from the 1st of March 2019) should remain 
the same as the current contract specification.   Once the new delivery 
arrangement has become established there will be the opportunity to review 
the outputs being delivered by the core contract and develop a detailed 
business plan to drive change and create new income opportunities.

2.2 Glendale operates from a base in Grantham and have identified up to 39 
employees who work on the contract for the Council and those of other nearby 
clients. The Transfer of Undertakings Protection of Employments Regulations 
will apply to the transfer of the undertaking to Environment SK. Negotiation 
and consultation will  be undertaken with Glendale and its employees to 
identify who is eligible for and willing to transfer to the new entity. 
Contingencies are being developed to address the risks posed by the transfer 
process and the potential for employees with key skills not transferring to 
Environment SK on 1 March 2019.

2.3 The Head of Service for Street Scene has been responsible for the 
management of the existing grounds maintenance contract since 2017 with the 
support of staff who are technically qualified and experienced with the current 
“client-side” role. Whilst Environment SK will be a separate corporate entity 
from the Council’s Street Scene service in practice Council teams will be in 
close liaison and will provide strategic oversight for the delivery of the core 
service.

2.4 Performance measures and monitoring arrangements will remain the same 
during the initial phase of delivery by Environment SK. A new suite of 
performance measures will be developed when the service is reviewed during 
the 2019/20 financial year. 

2.5 The new arrangements will require input from a range of the Council’s support 
teams including, HR, accountancy, legal and IT. Service Level Agreements are 
being prepared to clarify the arrangements between both parties and provide a 
basis for the recharge of the cost of services provided by the Council’s teams 
to the companies.



2.6 If the recommendation is approved, Environment SK will provide a significant 
platform for fundamental change in the way the Council approaches service 
delivery. The structures proposed in this report could be used as the delivery 
vehicles for a range of Council services including waste and recycling 
collections, street cleansing and enforcement activity. Options to expand of the 
scope of activities delivered in this more agile and flexible framework will be 
developed and evaluated following the transition of the grounds maintenance 
function. 

3. COMPANY STRUCTURE AND ROLES 

3.1 The Council has the power to establish a separate trading vehicle by virtue of  
section 1 of the Localism Act 2011 which gives the Council the power to do:-

 anything that an individual may do;
 anywhere in the United Kingdom or elsewhere; 
 for a commercial purpose or otherwise for a charge; and 
 for the benefit of other areas than the Council's administrative areas

3.2 Whilst the delivery of the Council’s core grounds maintenance contract 
requirements will be the focus for the new company the ability to carry out 
commercial work will be an essential feature and the Council would be using 
the general power of competence 'for a commercial purpose' and, accordingly, 
it must establish a company to do so.

3.3 The Council can award a contract to a company without the requirement for a 
regulated procurement process provided that:

 the Council can be shown to exercise control over that company;
 at least 80% of the activities of the company are carried out for the 

Council; and
 there is no private sector participation in the ownership of the company

3.4 Of the two types of company, the company limited by shares is more suitable 
to achieve the Council's objectives. This is because a company limited by 
guarantee is incapable of ownership and not capable of distributing profit to its 
members. 

3.5 A company limited by shares will allow the Council to own and control the 
environmental services vehicle and to allocate any profits for use in the 
Council's wider activities. It will also bring with it the benefit to the Council of 
limited liability, meaning trading risk is confined to the trading vehicle and no 
call will be able to be made on the Council's resources in respect of company 
losses should the company suffer financial hardship. Given the scale of the 
Council’s commercial ambitions advice suggests that it would be appropriate 
to establish two entities at this stage – one to deliver the core service and the 
other to focus on solely commercial activity.

3.6 It is also considered beneficial to the Council to consider establishing a group 
structure separating out the discrete classes of activity i.e. the core Council 
service requirements from the purely commercial future activities with a 
holding company above. The structure could be entirely flexible and may be 



adjusted or evolve over time to incorporate or remove specific vehicles. The 
use of a holding company could provide tax and operational benefits – for 
example the level at which within the group structure assets and resources are 
held. Further advice has been commissioned to understand the optimum 
approach for all of the Council’s wholly owned companies.

3.7 It is proposed that initially the Council makes provision for the appointment of  
Executive Directors to the Boards and that these appointments are brought 
into effect as soon as possible to enable  the companies to be established at 
an early stage to facilitate applications for taxation and professional services. 
The proposed appointees are as follows:

 Cabinet Member for Environment  - Cllr Dr Peter Moseley 
 Assistant Director Commercial and Operational – Ian Yates
 Strategic Advisor (Housing Led Regeneration) – Tracey Blackwell.

3.8 Provision should also be made for the recruitment of a Non-Executive Director 
to the Board of the commercial company to benefit from complementary 
experience and skills and enable constructive challenge and debate to feed 
into decisions of the Board.

3.9 Each of the directors will have a duty to act in the best interests of the 
company and subject to the duties set out in the Companies Act 2006.

3.10 Members and officers will also owe duties to the Council under the Code of 
Conduct for Members or the provisions of a contract of employment. Because 
of this, a mechanism for dealing with conflicts will need to be developed and 
incorporated within the constitutional documents of the companies. 

3.11 It is proposed to use the “Model” articles of association provided by 
Companies House to enable the companies to be incorporated.  There will be 
an opportunity to review the articles and associated documentation to identify 
the need for specific changes. Such changes can be made in due course as 
the Council will, as sole shareholder, have authority to make changes at any 
point.

4. GOVERNANCE REVIEW

4.1 The Shareholder Committee was initially developed in response to the creation 
of Gravitas Housing Ltd, the Council’s wholly owned housing company.   Since 
that time Invest SK, a business focused economic growth entity, has also been 
established. The decision to create a company to deliver environmental 
services, such as grounds maintenance, is a further evolution of the Council’s 
commercial ambitions as set out in the recently adopted Corporate Strategy. 
There may be some commercial and governance advantages in establishing a 
group structure to encompass the individual council owned companies, 
streamlining reporting and strengthening strategic leadership at the same time. 

4.2 More recently Cabinet approved the establishment of Deliver SK, a joint 
venture vehicle in partnership with a private sector partner, to bring forward 
large-scale regeneration and development projects. As this will not be a wholly 
owned entity of the Council the Shareholder Committee’s remit will not extend 



to its activities in the same way although appropriate scrutiny arrangements 
need to be in place to support future decisions of the Cabinet. 

4.3 A review of the governance arrangements for each of the Council’s companies 
would provide an opportunity to understand the options available together with 
the need for any changes to the Council’s Constitution. 

5. RESOURCES

5.1 Amendments to the budget framework for 2018/19 were made by Council at its 
meeting in July. A capital budget of £450k was approved to cover the purchase 
of essential vehicles and equipment. A revenue budget of £40k was approved 
to cover expenditure on new depot premises prior to cessation of the existing 
contract. In respect of the £40K, this will be funded from existing service 
budgets in the first instance and then supplemented by the priorities reserve. 

5.2 The Street Care Service operational reserve is being used to fund legal, 
pensions and commercial advice together with other start-up costs including 
insurance, purchase of ICT equipment and related systems, consumables, etc.

5.3 A funding agreement will need to be developed to ensure that the company 
has the necessary funding available to commence operations. Any loans will 
be at commercial interest rates. 

6. OTHER OPTIONS CONSIDERED

6.1 The core grounds maintenance service could be delivered by establishing one 
company – Environment SK without the need for a separate commercial entity. 
The advice received to date indicates that the Council would need to be 
assured that commercial trading levels would not be at risk of exceeding the 
thresholds set out in procurement regulations. Effectively this could limit the 
ambition of the company in terms of developing its commercial strategy and 
competing for new contracts. From the Council’s perspective this could limit 
the opportunities available to derive new revenue streams and therefore its 
ability to cross subsidise other corporate services or invest in local priorities.

7. RESOURCE IMPLICATIONS 

7.1 An internal project team has been established to carry out the wide range of 
tasks required to enable the smooth transition of the service in March next 
year.  A Project Board consisting of the Cabinet Members for Environment, 
Growth and Communications and the Assistant Director for Commercial and 
Operational services is monitoring progress and tracking the delivery of project 
objectives. 

8. RISK AND MITIGATION 

8.1 Risk has been considered as part of this report and any specific high risks are 
included in the table below:



Category Risk Action / Controls
Failure to set up the 
required company structure 
and operational 
arrangements in time for 
transition of the service on 
the 1st March 2018

Early decision required to enable the 
company to be registered.

The structure of the 
company does not 
maximise its commercial 
potential

Advice has been commissioned to 
design the optimum arrangements as 
detailed in the report.

9. ISSUES ARISING FROM IMPACT ANALYSIS (EQUALITY, 
SAFEGUARDING etc.)

9.1 There are no issues arising.

10. CRIME AND DISORDER IMPLICATIONS

10.1 There are no crime and disorder issues arising from this report.

11. COMMENTS OF FINANCIAL SERVICES

11.1 The financial implications of establishing the company were contained in the 
report presented to Cabinet on 12 July 2018.  The report can be accessed 
following the links provided at paragraph 15.  During the medium term period, 
the funding and delivery financial model will be developed to fully establish the 
operational costs of providing the service and the overheads that will be 
incurred.  Any services provided by the Council to the company will be fully 
charged on a cost recovery basis.  Any commercial lending that is undertaken 
will be structured within the operating framework of the Treasury Management 
Strategy that has previously been approved by Council.

12. COMMENTS OF LEGAL AND DEMOCRATIC SERVICES

12.1 The Council has the power to create a company by virtue of S.1 of the 
Localism Act 2011 which provides for local authorities to do anything that 
individuals generally may do. S. 4.2 of that Act confirms that where, in exercise 
of the general power, a local authority does things for a commercial purpose, 
and the authority must do them through a company.

12.2 As the current grounds maintenance service is provided through an external 
contractor, the Transfer of Undertakings (Protection of Employment) 
Regulations 1981 (TUPE) may apply to the proposed provision of the grounds 
maintenance service through a company wholly owned by the Council. TUPE 
regulations have the effect that:

 Employees employed by the previous employer when the undertaking 
changes hands automatically become employees of the new employer 
on the same terms and conditions. It is as if their contracts of 
employment had originally been made with the new employer. The 
employees’ continuity of employment is preserved, as are their terms 



and conditions of employment under their contracts of employment 
(except for certain occupational pension rights); and

 Representatives of employees affected have a right to be informed 
about the transfer. They must also be consulted about any measures 
which the old or new employer envisages taking concerning affected 
employees

12.3 Where the Council intends to procure services from another organization, 
generally this must be done in accordance with the Public Contract 
Regulations 2015 (2015 Regulations) and the Council’s Contract and 
Procurement Procedure Rules. The 2015 Regulations provide an exemption 
from the 2015 Regulations where the contracting authority has sufficient 
control of a separate entity established to provide the service which carries out 
at least 80% of its activities for the owner authority. The criteria for the 
application of the exemption should be considered on the formation of the 
proposed company.

12.4 All limited companies must have articles of association. These set the rules 
company officers must follow when running their companies. “Model” articles 
of association are the standard default articles a company can use. They are 
prescribed by The Companies (Model Articles) Regulations 2008.

13. COMMENTS OF OTHER RELEVANT SERVICES 

13.1 This option will provide the flexibility to support the delivery of any future 
changes in the service specification. 

14. APPENDICES

14.1 Appendix 1 - Model Articles of Association for a Company Limited by Shares.

15. BACKGROUND PAPERS

Report ENV 696 - Report ENV 696 Grounds Maintenance Service – Delivery Model 
Review

Report ENV 700 - Report ENV 700 Grounds Maintenance Service – Delivery Model 
Review

http://www.legislation.gov.uk/uksi/2008/3229/schedule/1/made
http://moderngov.southkesteven.gov.uk/documents/s20647/OS%20report%20GroundsMOptionsGold2.pdf
http://moderngov.southkesteven.gov.uk/documents/s20647/OS%20report%20GroundsMOptionsGold2.pdf
http://moderngov.southkesteven.gov.uk/documents/s20791/Cab%20report%20GroundsMOptions1%20003.pdf
http://moderngov.southkesteven.gov.uk/documents/s20791/Cab%20report%20GroundsMOptions1%20003.pdf

