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A Guide to: The Green Deal and The 
Energy Company Obligation 

This Guide is based on the November 2011 
consultation documents and will be updated as the 
details are finalised. 
 

PART 1 - The Green Deal 
 
What is the Green Deal? 
The Green Deal is a new scheme which aims to 
encourage the take up of energy efficiency measures 
by property owners and tenants. It is a scheme which 
allows property owners and occupiers to install such 
measures without having to fund the costs up front. The 
costs are recovered through electricity bills over a 
period of time and attach to the property rather than 
being a personal loan. The Green Deal and the Energy 
Company Obligation (or “ECO”) will replace the existing 
CERT and CESP obligations on electricity suppliers 
which are due to come to an end in any event at the 
end of December 2012. 
 
When does it start? 
It is due to commence in October 2012. In the 
meantime the regulations and codes of practice will be 
finalised and the lead-in time enables organisations to 
position themselves to take part in the multi billion 
pound market. 
 
How has it been introduced? 
The enabling legislation for the Green Deal is the 
Energy Act 2011 which received Royal Assent and 
became law on 18th October 2011. 
 
The Act sets out the basic principles of the Green Deal 
but much of the detail will be set out in secondary 
legislation and codes of practice which were issued in 
draft for consultation on 23 November 2011.  
 

The consultation covers: 

● the draft statutory instruments 

● the draft Code of Practice 

● draft amendments to the electricity and gas 
distribution and supply licences 

● draft amendments to various industry documents 

● draft Green Deal Arrangements Agreement 
 
and closes on 18 January 2012, so there is plenty of 
opportunity to work through the extensive 
documentation and have your say, whether you are a 
potential Green Deal provider, installer, property owner, 
occupier, property manager or adviser. 
 
How does it work? 
The principal components of the Green Deal are as 
follows: 
 
1. the owner or occupier of a property (the "improver") 
enters into a "Green Deal plan" with a "Green Deal 
provider" to make energy efficiency improvements 
(commonly referred to as "measures") to the property 
 
2. all properties, whether domestic or non domestic, 
including commercial and industrial are eligible to 
participate unless they are specifically excluded by 
secondary legislation 
 
3. there must be a "Green Deal plan" for the property 
which satisfies specified criteria, including that: 
 

a. the energy efficiency improvements are paid for 
wholly or partly by instalments 

 
 



 
A Guide to: The Green Deal and The Energy Company Obligation 

 

 

Answers not options… 

 

b. the energy efficiency improvements are 
"qualifying energy improvements" (see below) 
 
c. requirements relating to assessment of the 
property have been complied with 
 
d. conditions relating to the Green Deal plan, 
including the "golden rule" are satisfied (see 
below) 
 
e. a relevant electricity supplier supplies or is to 
supply energy to the property. 
 

This Green Deal plan may be a regulated consumer 
credit agreement and so, where relevant, can only be 
entered into with by Green Deal providers which have a 
consumer credit licence. 
 
The amounts payable under a Green Deal plan are 
payable by the bill payer at the property from time to 
time. This is a key element of the Green Deal – an 
improver only pays for the measures whilst benefitting 
from them. 
 
What are "qualifying energy improvements"? 
These will be specified in the Green Deal (Specified 
Energy Improvements and Qualifying Energy 
Improvements) Order, a draft of which is in the 
consultation pack. The Green Deal will fund a number 
of measures including loft insulation, cavity wall 
insulation, double glazing and replacement boilers. 
Consumers will be encouraged to take up a range of 
measures in a Green Deal package so as to increase 
the effectiveness of the overall package. 

 
What are the requirements regarding the assessment 
of the property? 
Only a person authorised as a Green Deal assessor 
may carry out a qualifying assessment of the property. 
For domestic buildings the assessment will look at the 
fabric of the building and occupancy levels to 
understand how the building is used and therefore the 
savings that can be made. For non-domestic properties 
the assessment will be more rigorous. 
 
What is a Green Deal assessment? 
A Green Deal assessment is carried out by a Green 
Deal assessor to determine what energy efficiency 
improvements could be made to the property. The 
assessment will include an estimate of the likely 
savings from carrying out the improvements and an 
estimate of the period over which the savings are likely 
to be made. Green Deal assessors must act impartially 
and so cannot promote any particular company's 
products or services. They will also be subject to all the 

usual laws relating to sales practices. 
 
What are the requirements of a Green Deal plan? 
The Green Deal plan is the contract between the 
improver and the Green Deal provider. It can only cover 
measures that have been recommended in a Green 
Deal assessment and so the assessment is a crucial 
first step. 
 
Having received a Green Deal assessment, a 
consumer will approach a Green Deal provider (who 
may or may not be the same person as the Green Deal 
assessor) for an offer to make the energy efficiency 
improvements. A Green Deal plan will come about 
when a Green Deal provider has made an offer to 
finance the improvement and the whole or part of the 
cost of the improvements will be paid in instalments 
over a period after the improvements have been made 
and that offer has been accepted by the consumer. If 
the costs of the measures exceed £10,000 then a 
domestic consumer will be required to obtain 3 quotes 
from different Green Deal providers. The Green Deal 
provider is responsible for the funding and for the 
installation of the Green Deal measures. 
 
The Green Deal plan must meet both elements of the 
"golden rule" (see below). 
 
The Green Deal plan can include certain costs ancillary 
to the energy efficiency improvements for example, any 
redecoration required as a result of the improvements 
or additional work that comes to light once the works 
are commenced. 
 
How are the savings and the period of the savings 
calculated? 
The methodology will be set out in the regulations and 
the aim is to have a standard approach as far as 
possible so that different offers can be assessed. 
 
Is the interest rate fixed? 
It depends on the Green Deal provider and what they 
offer. The interest rate may be fixed at the outset or be 
a variable rate. If it is a variable rate then it will be 
limited to ensure that the golden rule will continue to be 
met. 
 
Are the savings guaranteed? 
No, they are an estimate only but the rules relating to 
how energy savings are calculated are aimed at 
making them as robust as possible. It is recognised that 
this lack of a guarantee may create a risk of misselling 
and therefore Green Deal providers will have to make it 
clear to the consumer how the savings have been 
calculated and that the savings are not guaranteed. 
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In particular, it is not possible to predict with any 
certainty how energy prices will rise in the future and 
therefore how that will impact the savings calculation. 
 
Are the improvements guaranteed? 
One of the challenges of the Green Deal is getting 
consumers to install measures which they will pay for 
over time if they are nervous about whether the 
measures will continue to perform. The Government 
has recognised this and protections in the form of 
robust accreditation processes for products and 
installers are built in to the scheme. Further, the 
Government is proposing that all Green Deal and ECO 
installations will be underpinned by a comprehensive 
scheme of insurance backed guarantees, warranties 
and redress procedures. 
 
What is the "golden rule"? 
The so called "golden rule" has two elements. The first 
is that the estimated savings on energy bills must 
exceed the cost of the energy efficiency improvements 
and the second is that the repayment period must not 
exceed the lifetime of the energy efficiency 
improvements. The effect is to limit the amount of 
Green Deal finance that will be attached to a meter and 
therefore recoverable in a relation to a particular 
property. The aim is to ensure that consumers are not 
subject to greater costs than they would have incurred 
without the Green Deal measures and to give funders 
confidence that consumers can afford to pay for the 
Green Deal measures. The golden rule looks at 
theoretical savings and reality may prove them wrong. 
DECC is considering applying an "in-use" factor which 
will in effect, reduce any optimism bias. Consumers 
must be given advice on how their behaviour could 
affect the savings that can be made. 
 
What are the key terms of a Green Deal plan? 
The Act and the regulations specify that certain terms 
must be included in a Green Deal plan and for any 
Green Deal provider it will be crucial that these 
requirements are met. The conditions, in summary, are 
that the plan includes terms to cover: 

● the amount of the instalments and the frequency 
and period over which they are to be paid 

● confirmation that any necessary permissions or 
consents in respect of the improvements have 
been obtained 

● that the Green Deal provider may not take security 
over assets for the Green Deal payments 

● that the Green Deal plan does not prevent the bill 
payer from changing the frequency at which it 

pays its energy bills. 
 
 

Are there any prohibited terms in a Green Deal plan? 
Yes, and again, Green Deal providers must ensure that 
they do not include any such terms. The prohibited 
terms are: 

● a term making a person liable for the costs other 
than for the period for which they were the bill 
payer 

● a term requiring early payment except as 
permitted in regulations 

● a term for monies to be advanced to the improver 
unless this meets certain requirements (see 
below). 

 
How does a Green Deal plan become effective? 
A Green Deal plan must be confirmed. This happens 
when: 

● the relevant electricity supplier to the property 
notifies the bill payer that payments for energy 
efficiency improvements are to be added to the 
electricity bill from a date specified in the 
notification and specifies the amounts and periods 
for which those payments will be made; and 

● following installation the Green Deal provider has 
complied with the obligations specified in the 
regulations. 

 
What if I am a tenant, have a mortgage or don't pay the 
energy bills? 
Before any Green Deal measures can be installed all 
relevant consents will need to be obtained by the 
improver. This includes any required planning 
permission, landlord or mortgagee consent. Because 
the Green Deal monies are recovered through 
electricity bills the consent of the bill payer is also 
required. If all relevant consents are not obtained then 
the plan is not a Green Deal plan and so is not covered 
by the protections built into the scheme for Green Deal 
plans. 

 
Where does the money come from to fund a Green 
Deal plan? 
The money will come from a range of sources including 
banks, equipment manufacturers and installers and the 
energy companies. 
 
Who pays for the improvements? 
The person who from time to time is responsible for 
paying the electricity bill (the "bill payer") for a property 
will be the person responsible for making the 
instalments which are shown separately on the 
electricity bill and are paid to the relevant electricity 
supplier.  The relevant electricity supplier will be  
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responsible for recovering any non payment and will 
have the same rights and obligations in relation to 
doing so that they have in relation to recovering unpaid 
electricity bills except that they cannot disconnect a 
meter which has a Green Deal plan. The electricity 
supplier then pays the Green Deal instalments to the 
Green Deal provider. To further protect consumers, the 
amount that can be recovered in the first year of a 
domestic Green Deal plan will be limited to the savings 
made in that year and future rises in the costs of the 
Green Deal plan will be limited. For nondomestic 
consumers the Green Deal plan can be more flexible 
but nevertheless must enable the costs to be repaid 
from savings. 
 
Can one party be a Green Deal assessor, provider and 
installer? 
Yes, provided that they are suitably accredited and 
comply with the relevant sections of the Code of 
Practice for whichever role they are carrying out. 
 
How does the Green Deal provider get paid? 
The relevant electricity supplier recovers the payments 
through electricity bills and then pays the monies over 
to the Green Deal provider. The money never belongs 
to the relevant electricity supplier and so if it becomes 
insolvent the Green Deal provider will not lose out. 
 
What if the improver never pays? 
The relevant electricity supplier does not act as a 
guarantor of the payments from the improver and so if 
the improver does not pay, then the Green Deal 
provider will not be paid. The rates of default on energy 
bills are low and so the expectation is that the default 
rates on Green Deal plans will also be low. 
 
What if I sell or let the property? 
The responsibility for paying the instalments rests with 
the person responsible for paying the electricity bills. 
So, if that is you and you sell the property or let the 
property other than with an electricity supply, the 
liability to pay the instalments also passes. However, 
you must inform the purchaser about the existence of 
the Green Deal plan and include in the contract for 
sale, tenancy or licence agreement, an 
acknowledgement by the buyer, tenant or licensee that 
the bill payer at the property is liable to make payments 
under the Green Deal plan and that certain terms of the 
Green Deal plan are binding on the bill payer. Whilst 
there will be many checks to ensure that any Green 
Deal plan is brought to the attention of any incoming bill 
payer, failure to comply with these requirements may 
mean that you remain liable for the Green Deal 
payments and they could become immediately due. 
 
What if I want to redevelop the property? 
You will be able to terminate the Green Deal plan early 

but will have to pay an early termination charge. 
 
How will quality of advice and installation be assured? 
The new regulations currently under consultation will 
set up a scheme for the accreditation and regulation of 
participants in the Green Deal, whether they are Green 
Deal assessors, Green Deal providers or Green Deal 
installers (together called "Green Deal participants"). 
Products will also have to be accredited before they 
can be used in a Green Deal plan. In addition, Green 
Deal participants will have to comply with a code of 
practice. An oversight body, to be known as the Green 
Deal Oversight Body will be established to manage the 
accreditation of Green Deal participants and products 
and compliance by Green Deal participants with the 
code of practice. A Green Deal quality mark will be 
established and only accredited installers will be able to 
use that mark. Finally, Green Deal providers will be 
required to provide insurance backed guarantees and 
warranties to the improver. 
 
What if it is subsequently found that the savings are 
less than the Green Deal costs? 
The savings cannot be guaranteed but the scheme will 
ensure that savings are calculated using a standard 
assessment procedure so that the risk of over selling 
the savings is reduced. If the Green Deal provider 
complies with the restrictions around the calculation of 
the savings then they will not be liable if the savings are 
not actually achieved. On the other hand, if they do not 
comply, the bill payer will be able to make a claim 
against the Green Deal provider. 
 
Can the Green Deal costs be repaid early? 
Yes but there will be an early termination payment 
which, in the case of domestic consumers, will be 
regulated. 
 
How are consumers protected? 
There are a range of measures including accreditation, 
the requirement for a Green Deal provider to have a 
consumer credit licence (where relevant), the code of 
practice, the Green Deal Oversight Body in addition to 
existing laws which regulate sales to consumers, 
including rules relating to doorstep selling and 
consumer credit. 
 
Can anyone install the Green Deal improvements? 
Only a person or organisation authorised as a Green 
Deal installer can install Green Deal measures. 
 
What happens if I cannot pay my electricity bill or make 
my Green Deal instalment payments? 
Your payments will be applied pro rata to your 
electricity bill and your Green Deal plan. If you cannot 
afford to pay for your energy then you should contact 
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www.freeths.co.uk 

 

your supplier as soon as possible to try and agree a 
way forward. Green Deal payments will be treated in 
the same way as energy costs and so the electricity 
supplier will be able to take the steps to recover the 
payments, including a payment plan or installing a pre-
payment meter, they would be able to take for non 
payment of the electricity bill. However, meters with a 
Green Deal plan attached to them cannot be 
disconnected. 
 
Can I pay a lump sum to reduce the Green Deal 
instalments? 
Yes. Also, Green Deal providers will be responsible for 
ensuring that they access any Energy Company 
Obligation (“ECO”) funding that is available. Not only 
can a lump sum reduce the Green Deal instalments but 
you could also have additional measures installed by 
paying a lump sum so that the golden rule can continue 
to be satisfied. 
 
As a potential Green Deal provider I would like to offer 
incentives, is that permitted? 
Yes but if there is a cash back scheme then it must be 
limited to the lesser of 5% of the Green Deal package 
costs and £150. 
 
What if the Green Deal provider goes bust? 
To protect consumers all Green Deal providers will be 
required to carry some form of surety bond. 
 
Do I have to buy the products from the Green Deal 
assessor? 
No. The various Green Deal roles are mutually 
exclusive and so you can purchase the Green Deal 
measures in the assessment from any Green Deal 
provider. 
 
The Green Deal opens huge opportunities for a 
massive range of organisations. It will be heavily 
regulated and it is crucial that your contract terms 
and internal procedures are compliant. We can help 
you to draft appropriate terms and conditions and 
formulate those internal procedures for a fixed fee. 
 

PART 2 - THE ENERGY COMPANY 
OBLIGATION ("ECO") 
 
What is the ECO? 
The ECO relates only to domestic properties and is an 
obligation on licensed electricity and gas suppliers with 
more than 250,000 gas and electricity customers. They 
will have to make funds available for meeting their 
ECO. 

 

There are two elements to the ECO: 
 
1. The ECO Carbon Saving - this will only support solid 

wall properties and schemes where solid wall 
insulation is an element. Solid wall properties are 
more difficult and expensive to heat than cavity wall 
properties and are unlikely to satisfy the golden rule. 
They do however account for a high proportion of 
carbon emissions and so need to be dealt with. 

 
2. ECO Affordable Warmth - this will only be available 

to vulnerable persons and those in fuel poverty. It is 
likely that for these groups the golden rule will not 
be satisfied because they spend too little on energy 
and will not see any savings but will have a more 
comfortable home. 

 
The ECO is estimated to be worth £1.3bn per year. 
 
How do Green Deal and ECO work together? 
ECO and Green Deal funding can be made available 
together and ECO funding can be used to top up Green 
Deal funding so as to achieve the golden rule. 
 
A Green Deal assessment is required before any ECO 
carbon reduction measures can be installed but no 
assessment is required for the ECO Affordable Warmth 
spending. 
 
To find out how we can help you please contact: 
 

 
 
Catherine Burke  
Partner  
+44(0)845 274 6939 
+44(0)7703 515254 
catherine.burke@freeths.co.uk 

 


