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1. BACKGROUND 
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APSE Energy - Our 

Vision 

“The vision is to form an effective collaboration of a large 

number of local authorities to enable and facilitate the local 

municipalisation of energy services. By this we mean the 

public and community, as well as private, ownership 

and managerial control of local energy generation, 

distribution networks and delivery of energy efficiency 

works. Local authorities working together in this way would 

have great influence and would be able to deliver 

economies of scale in green energy to promote economic 

growth and combat fuel poverty.” 
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The direction of travel 

is certain 

• The Climate Change Act 

2008 -  International and 

European Treaty 

obligations. 

• Energy Security - 

Overreliance on imported 

fossil fuels. 

• Economy and technology – 

distributed energy 

solutions.  
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Local Government finance 

prospects 

• Chancellor George Osborne’s Autumn 

Statement projects austerity lasting through to 

(at least) 2019. 

• Government spending to reduce to historically 

low levels not seen since the 1930’s 

• Shadow Chancellor Ed Balls has committed to 

Government spending limits. 

• Local authorities have managed a 40% 

spending reduction during the current 

Parliament but are facing a £12.4bn funding 

shortfall by 2020. 

• Cabinet Office to publish a plan for a further 

£10bn of efficiencies across Govt. 

Departments. 

• WHERE IS THE MONEY GOING TO COME 

FROM? 
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Is this what it feels like 

to be in local 

government today? 
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Energy - It’s part of our 

municipal inheritance 
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The Energy Industry in 

the U.K. 
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Energy suppliers generate electricity or 

import gas to sell to customers 

• Competitive 

• Prices not heavily regulated 

• Own mostly generation assets 

• The “Big Six” supply both electricity 

and gas 

Transmission operators move electricity 

over long distances at high voltages or 

gas at high pressures 

• Regional monopolies 

• Electricity: National Grid Electricity 

Transmission 

• Gas: National Grid 

Distribution Network Operators (DNOs) 

own the infrastructure that move 

electricity at medium voltages from 

transmission networks to consumer 

premises. 

Source: Peterborough City Council 



Economic Impacts & 

Trends  
• The UK has experienced significant 

year on year price rises for domestic 

energy over the past decade. Since 

2006 average year on year rises have 

reached 15% with a compound rise of 

71% in average dual fuel bills, rising 

form £760 in 2006 to £1320 in 2013  

• At the same time domestic energy 

consumption has dropped by 9.1% for 

electricity and 6.8% for gas 

• Retail customers are literally paying 

much more for much less! 

Domestic Energy Consumption 2006 - 2013
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UK Energy Market 

investigated by Competition 

and Markets Authority (CMA) 
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• Vertical integration and 

barriers to entry and 

expansion;  

• Possible tacit co-

ordination;  

• Profitability;  

• Market segmentation 

and weak customer 

response;  



IPPR Report July 2014 
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Source: IPPR City Energy Report 

July 2014 



Geneva – Energy 

master plan 
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Ambitious councils 
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2. APSE ENERGY SURVEY ON THE 

BARRIERS TO MUNICIPAL ENERGY 
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Energy the drivers 
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Statutory/Legal 

barriers 
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Summary of key 

barriers 
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3. UTILISING POWERS AND 

DIFFERENT TYPES OF ESCO 
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Powers for local 

government 

Local Authority Trading 
• The Local Government Act (“LGA”) 2003, s.95 provides a power to trade for 

commercial purposes providing there is no statutory duty to provide the services and 

no other statutory power to trade 

Localism Act 
• The Local Government Act 2000 s.2 (1) repealed the wellbeing power but introduced a 

general power of competence which would be the power used to set up an ESCO. 

Other powers 
• Incidental powers LGA 1972 s.111 and investment powers LGA 2003 s.12. 

• The Sale of Electricity by Local Authorities (England and Wales) Regulations 2010 (SI 
2010/1910). Sale of renewable electricity without heat. 
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What is an Energy 

Services Company 

(ESCO)? 
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“The term ESCO is sometimes used to refer to an entity which has 

been set up by a public sector organisation (with or without private 

sector participation) for the purpose of delivering energy efficiency, 

energy savings and/or sustainable energy, whether through a variety 

of different initiatives or through a particular initiative, such as a CHP 

scheme. Such entities may well have a public body or quasi-public 

body nature. ESCOs of this nature may use a variety of means of 

delivering the services which they have been set up to perform, 

including contracting with the private sector.”  



Why set up a 

company? 

• Importance of aims e.g. tackling fuel poverty 

• Managing risk. 

• Procurement issues. 

• Partnering with the private sector. 

• Leveraging investment. 

• Trading. 

• Selling power. 

• Scale/volume. 

• Consortium. 

 

 

www.apse.org.uk 

 



Different types of 

ESCO 

1. Trading 
• Established trading company models – 

Thamesway Energy  a group of companies 

set up by Woking Council in 1999. Blue Sky 

Peterborough a wholly owned ESCO set up 

as a trading company. Swindon Commercial 

Services (SCS) trading company of Swindon 

Borough Council. 

• Energy Efficiency companies – Yorkshire 

Energy Services (Community Interest 

Company originally set up by Kirklees 

Council in 2000) which works with local 

authorities and housing associations on 

carbon reduction projects. 

• District Heat – Aberdeen Heat and Power a 

wholly owned local authority company which 

implements and manages the CHP and 

district heat network. Set up by Aberdeen 

City Council in 2002. 

 

2. Supply 
• Licence Lite – GLA application to become a 

licensed supplier aimed at commercial sector. 

• Full Supply licence – Nottingham City Council 

to set up its own energy company to supply 

energy to (potentially) 177,000 residents of the 

city. 

• Virtual Energy Company – OVO Energy 

communities offer to local authorities and 

community organisations to set up local supply 

companies (Plymouth Energy Community 

2014). 

• Industrial and Provident Society – Our Power 

consortium of 8 housing associations and a 

renewable energy charity with the aim of 

tackling fuel poverty. 
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4. OPTIONS FOR ENERGY 

SUPPLY 
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Options for selling 

electricity 
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Private 
wire 

Sleeving 

White 
labelling 

Licence 
Lite 

Fully 
Supply 
Licence 



Private wire network 
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Electricity Generation 

facility 
Consumer 

DNO 



Third party netting or 

sleeving 
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Third party generator Consumer 



“White labelling” 
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Licensed supplier 
Unlicensed company 



License Lite 

 

www.apse.org.uk 

 

Third party generator Consumer 
Electricity supply 

license 

Fully licensed supplier 



Development of 

Licence Lite 

• Nov 2006 – DECC/OFGEM Review distributed energy generation. 

• May 2007 – Energy White paper “meeting the energy challenge”. 

• Dec 2007 – Consultation on flexible market and licencing arrangements. 

• June 2008 – Offtake arrangements and market access for small distributed 

energy generators. 

• June 2008 – Further consultation on licensing and flexible market 

arrangements. 

• Feb 2009 – Final ‘Licence Lite’ proposals and statutory consultation. 

• March 2009 – Electricity supply licence modified to permit ‘Licence Lite’. 

• March 2013 – GLA applies to OFGEM for licence Lite 

• March 2014 – OFGEM call for evidence on ‘White label providers’. 

• 2015 – GLA becomes Licence Lite supplier ??????????? 
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Licence Lite contractual 

matrix headache 
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Source: Cornwall Energy, Licence lite briefing 

note July 2014 



OVO Community energy 

partnerships 

“We are planning to form OVO Energy’s 

first ‘Ovo Communities’ partnership. OVO 

Communities is an ‘out of the box’ solution 

for communities which want to cut out the 

middle man and become an energy 

company themselves – from supply and 

generation, to smart technology and energy 

efficiency. Once the partnership is 

confirmed, we will be able to offer the 

people of Plymouth the opportunity to buy 

energy from us, ensuring that we have 

tariffs that best suit our city.” 

Monday 10th November 2014, Hastings: 

OVO Energy today announced its 

second ‘OVO Communities’ partnership, 

with Community Energy South, as part 

of its ground-breaking plan to 

democratise the energy market. The 

news follows just one month after OVO 

revealed plans for its first partnership 

with Plymouth Energy Community.  

http://www.plymouthenergycommunity.com/


Our Power – Community 

Energy in Scotland 
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Local authority Energy 

supply company 

• Customer base. 

• Generation capacity. 

• Balancing and settlement. 

• Risk. 

• Competition and state aid. 

• Reaction of the big six. 

• Local Tariff. 

• Economic development and regeneration. 
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Building a customer 

base 
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Local 
Authority B 

10,000 
customers 

Local 
Authority A  

20,000 
customers 

Local 
Authority C 

5000 
customers 

Local 
Authority D  

10,000 
customers 

Community 
energy 

company 
3000 

customers 

Housing 
association 

5000 
customers 

Local 
Authority 
20,000 

customers 

Local 
Authority 
15,000 

customers 

Community 
generator 

2000 
customers 

Private 
sector 
5000 

customers 



Building generation 

capacity 
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Local 
Authority 
wind farm 

30MW 

Local 
Authority 

Energy from 
waste plant 

7.5MW 

Local 
Authority  

District heat 
10 MW 

Local 
Authority 
biomass 

5MW 

Community 
energy 

company  
10MW 

Housing 
association 
roof based 
solar 3MW 

Local 
authority 
solar farm 

10MW 

Local 
Authority 

hydro 
3MW  

Commercial 
generator 

with 
community 

interest 5MW 

Community 
wind farm 

5MW 

Private 
householders 
750kw solar 

Geothermal 
10MW 



How a local authority 

Energy Consortium might 

work 
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5. WHERE THINGS MIGHT BE 

HEADING? 
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2015 Game 

Changer? 

• Plymouth Energy Community & OVO Energy 

• Greater London Authority – Licence Lite. 

• Nottingham Energy Supply Company – Full supply 

licence (177,000 households) 

• Our Power – Industrial and Provident Society (9 

housing Associations, local authorities, community 

organisations 133,000 potential customers) 

• Glasgow City Council Smarter Cities – Energy 

Services Company July 2015. 
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Looking to the future 

• Energy security 

• Increased distributed energy capacity 

• SMART Grid technology. 

• Energy storage. 

• Micro grids. 

• Devolution (Northern Powerhouses). 

• SMART Cities/Combined authorities. 
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6. JOIN THE ENERGY 

REVOLUTION 
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Aims 

The aims of APSE energy are to support councils 

to deliver the local municipalisation of energy 

services and in doing so: 

• address social objectives and deliver community 

benefits, such as a reduction in fuel poverty and 

increases in jobs and skills; 

• save money and make money for local 

authorities to safeguard local services.  
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Aims 

• People 

• Poverty 

• Pounds  
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Members of APSE 

Energy 

1. Aberdeen City Council 

2. Barnsley Metropolitan Borough Council 

3. Bradford City Council 

4. Bridgend County Borough Council 

5. Buckinghamshire County Council 

6. Cardiff City Council 

7. City of Edinburgh Council 

8. Cumbria County Council 

9. Darlington Borough Council 

10. Doncaster Metropolitan Borough Council 

11. Derbyshire County Council 

12. Dudley Metropolitan Borough Council 

13. East Dunbartonshire Council 

14. East Riding Council 

15. Flintshire County Council 

16. Gedling Borough Council 

17. Guildford Borough Council 

18. Knowsley Metropolitan Borough Council 

19. Lancaster City Council 

 

20. Middlesbrough Council 

21. Midlothian Council 

22. Newcastle City Council 

23. Nottingham City Council 

24. Nottinghamshire County Council 

25. North Ayrshire Council 

26. Northumberland County Council 

27.Oxford City Council 

28. Peterborough City Council 

29. Portsmouth City Council 

30. Preston City Council 

31. Reading Borough Council 

32 Stevenage Borough Council 

33. Southampton City Council 

34. South Lanarkshire Council 

35. Stockton-On-Tees Borough Council 

36. Swansea City and County Council 

37. Warwickshire County Council 

38. Wolverhampton City Council 

39. York City Council 
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Services offered 

• Advocacy and brokerage 

– Government 

– Energy industry 

– Partnerships 

• Capacity 

– Strategic advice 

– Feasibility 

– Time banking 

arrangements 

 

 

• Knowledge 

– Resource portal 

– Technical and policy 

updates 

– Free legal helpline 

• Learning 

– Practical workshops 

– Round tables 

– Secure networking 

– Conferences and seminars 
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APSE Energy Events 

and activities 
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