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Teckal In-house Exemption 

The “Teckal In-house Exemption” means that, in certain circumstances, a contract let by a public body will not be deemed to be a contract for the purposes of the public procurement regime. The relevant circumstances are that:
a) The services provider carries out the principal part of its activities with the relevant public body.

b) The public body exercises the same kind of control over the service provider as it does over its own departments.

c) There is no private sector ownership of the service provider or any intention that there should be any.

Where these conditions are met, the arrangement will not be treated as a contract for the purposes of the procurement regime; rather it will be deemed to be an in-house administrative arrangement.

The exemption was established by the Court of Justice of the European Union ruling in Teckal Srl v Comune de Viano and Asienda Gas-Acqua Consorziale (AGAC) di Reggio Emilia (C-107/98) 1999 ECR- I-8121.

The Risk Management Partners v LB Brent judgement in 2008 was the first UK case to consider the Teckal In-house Exemption in detail. This case confirmed that:
1. The Teckal In-house Exemption applies in English law

2. A public body does not have to hold all of the share capital in the proposed service provider. It can do this together with the other public bodies.  In such circumstances, it is not necessary to show that it alone has the power of decisive influence over both strategic objectives and significant decisions of the service provider, but that the public bodies together exercise this control.

The second point is important in the context of shared services. It means that a group of Higher Education Institutions (HEIs) can get together and set up a vehicle to provide a service, such as Internal Audit, between them. This means that those HEIs together can provide Internal Audit services without going through a public procurement exercise.
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