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ESCO’s – What Are They?

ESCO – “Energy 
Services 
Company”

No clear definition of the term. 

Generally used to described 
an entity established to 
deliver:

‒ Energy efficiency

‒ Energy savings

‒ Carbon savings

The real purpose is the 
delivery 

Are there any advantages  in 
using one?

Do you have to have one?

Are there any disadvantages  
in using one?



Do you have to have an ESCO?

Regulatory 
Requirement?

• None

Local Authority 
Trading Company 
Powers

• Localism Act 2011

• Local Government 
Act 2003

• Relationship with 
existing powers 



Vires to produce and sell electricity

Local Government (Miscellaneous 
Provisions) Act 1976  

•Local Authority may

•produce heat or electricity or both

•establish and operate generating stations

•use, sell or otherwise dispose of electricity produced 
in association with heat.

Sale of Electricity by 
Local Authorities 

(England and Wales) 
Regulations 
2010/1910

•Local authority entitled 
to sell electricity 
produced from 
renewable sources

Energy Act 2011 Part 3

•National Park /Broads Authority

•produce electricity from a 
renewable source;

•establish and operate 
generating stations;

•make grants or loans to enable 
other persons to do such things

•use, sell or otherwise dispose of 
electricity



Renewable Sources

wind solar aerothermal geothermal

hydrothermal 
and ocean 

energy
hydropower biomass landfill gas

sewage 
treatment 
plant gas

biogases.



Risk 
Management

Limited Liability

Enters own 
contracts

Can employ own 
staff

Reputational Risk?

Governance

More Flexible

More Commercial 

Ability to involve 
non local 

authority partners

Finance

Understood 
platform for 

investment and 
lending

Community 
Electricity Right 

under 
Infrastructure  Act 

2015

Branding

Centre of 
Excellence

Separate from the 
Council

Why bother with an ESCO?



Tax

Procurement

State Aid  
and  

Competition

Business 
transfer

Possible Hazards



Procurement

Can you contract 
directly with the 
Company?

Teckal

•exercises control similar to 
that over departments

•At least 80% of its activities 
are carried out for the 
authority

•No direct participation of 
private capital in the entity

Does the Company 
have to procure under 
the 2015 Regulations?

Which Regulations

• Public or Utilities?



Share Company

Guarantee Company

LLP

CIC

Possible Models



Disclaimer

The information contained in this document is confidential to you; it is not to be shown, quoted or referred to, in whole or in

part without our prior written consent. It has been prepared for the purposes of information only and is only valid as at today’s

date. It serves only to alert the reader to recent legal developments or provide general information regarding a legal topic and

to act as a guide; it is not a comprehensive or definitive statement of the law. It should therefore not be relied upon in place of

specific legal advice. We exclude all liability (in negligence or otherwise) arising from any reliance placed on the information

contained within this document by you (or any third party) for any purpose, to the maximum extent permitted by law.

Contact

‒ David Kilduff

‒ +44(0)113 283 2500

‒ david.kilduff@walkermorris.co.uk

‒ Richard Auton

‒ +44(0)113 283 2500

‒ richard.auton@walkermorris.co.uk
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