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This case study involves a hypothetical entity and is 
intended for demonstration purposes only. It does not 
represent an ESG Evaluation for any actual entity. The 
opinions and supporting commentary are illustrative 
and could change if applied to real entities. 

Environmental, Social, And Governance (ESG) Evaluation 

Electric Utility Inc. 
Executive Summary 

Electric Utility Inc. (EUI) is a multistate operation based in the U.S. The company also 
operates regulated networks in multiple states and currently relies on over 10,000 
megawatts (MW) of aging coal-fired assets, as well as about 2,500 MW of natural 
gas-fired generation to supply its customers with electricity.  

The company’s ESG Evaluation score of 75 reflects many good practices in 
Preparedness (Strong), evidenced by regular updates to its long-term sustainability 
plan. In addition to the transition away from carbon fuels, the plan considers 
potential disruptors to the company's business model such as batteries and 
distributed generation and related cost pressures. A strong governance framework 
and relatively low institutional risk exposure supports EUI's governance profile of 76 
and ESG Profile of 66.  

The ESG Profile is constrained by the high sector-related environmental and social 
risk. Overall we view the company’s management of environmental and social risk as 
in line with peers. Given EUI is just beginning to transition away from coal it still has a 
relatively high carbon intensity compared to peers (bottom quartile).Reducing and 
reporting on waste management, managing indirect greenhouse gas (GHG) 
emissions, and an expanded focus on the social impact its suppliers could modestly 
improve the overall ESG Profile but the successful transition away from fossil fuels is 
key.. We expect that management’s renewed focus on safety, ongoing policy review, 
and extensive staff training programs will serve to avoid future fatalities. 
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ESG Profile 

Overview  
 

EUI's Environmental Profile successfully ranks as medium 
risk (62/100) despite the utility sector’s high exposure to 
environmental risk. Plans to continue reducing its absolute 
GHG emissions by replacing aging coal-fired facilities with 
more carbon efficient, gas-fired plants and renewables are 
in place. However, Scope 2 emissions are increasing as the 
company purchases gas-fuelled power from other suppliers 
to supplant its own coal-fired generation. Land use and 
biodiversity policies are absent but management is focused 
on water conservation and, to our knowledge, there have 
been no material environmental events in the past decade. 
It's worth noting that the company does not track (or 
manage) its suppliers' impact on the environment, which 
modestly constrains the Environmental Profile.   

The social profile of 55 is largely colored by the relatively high 
sector risk for the sector. A major customer data privacy 
breach affecting thousands of customers occurred about five 
years ago. However, internal protocols to reduce the risk of a 
similar occurrence are now in place. The executive team does 
not have formal oversight of customer data privacy, nor is it 
linked to compensation. We expect management’s renewed 
focus on safety, an extensive training program, and ongoing 
policy review should help avoid future severe accidents. If we 
see better health and safety statistics in the next year or two 
(compared with several severe accidents that occurred in the 
past few years) Safety Management could improve to Good 
from Lagging. Lastly, although the company does not track 
diversity in the workforce at the operating level, there is 
gender diversity in senior ranks and on the board. 
Management training programs could facilitate further 
improvement. 
 
EUI’s Governance Profile of 76 is bolstered by its clear 
purpose and value statement with respect to its 
environmental values. The board and its committee structure 
are in line with good global standards. Its strong reporting 
practices serve to further enhance the overall governance 
profile. In addition to reporting taxes paid in states where it 
operates, EUI also publishes an annual corporate social 
responsibility report and tracks governance-related fines 
and regulatory penalties (of which there were none in the last 
reporting period).  
 
 

 Environmental Profile (30%) 

 
 

 Social Profile (30%) 

 
 

 Governance Profile (40%) 

 
 

66/100 

Component score 
(incl. weighted adjustments) 

Potential score Profile score 

0

25

50

75

100

Sector region Structure Code Transparency Cyber risks G profile

0

25

50

75

100

Sector region Workforce Safety Customer Communities S profile

-25

0

25

50

75

100

Sector region GHG Waste Water Land use E profile



 Hypothetical Electric Utility Case Study 

 

S&P Global Ratings  |  Environmental, Social, And Governance (ESG) Evaluation This product is not a credit rating  |  April 11, 2019   3 

 

Events And Adjustments 

Although there were significant events in safety and customer data management in the past, we 
did not make any adjustments to the ESG Profile because we believe the risk has been addressed 
by management's actions. The company’s described response to the unfortunate fatalities this 
year and last year demonstrate remedial action was taken, and the current policies use externally 
recognized norms and conventions. We expect management’s renewed focus on safety, extensive 
training program, and ongoing policy review should help avoid future severe accidents. If we see 
better health and safety statistics in the next year or two, Safety Management could improve to 
Good from Lagging. A major customer data privacy breach affecting thousands of customers also 
occurred in the past five years, but internal protocols to reduce the risk of a similar occurrence 
are now in place.  

 

Preparedness Opinion 

We view EUI’s Preparedness as Strong. EUI is aware of the impact of both climate change and the 
transition away from high-carbon fuel on its operations. The company has a clear transition plan 
over the next decade to a generation business more focused on renewables, supplemented by 
natural gas and less reliance on coal. At the same time, its network businesses are planning for a 
future colored by smaller distributed generation sources and the possibility of a growing role for 
storage in their operations. Although the company is very much aware of the need to reduce its 
carbon footprint, the longer-term social impact of industry transformation is not a priority for 
EUI's management.   

We do not believe that an ESG culture has been truly embedded throughout the company ranks 
from the board’s policy-setting to the employees on the shop floor. We also believe that the 
company’s ability to take quick action and switch gears as differing futures unfold is inherently 
hampered by the regulatory process and asset intensity of the industry. More focus on 
operational solutions where the company may have more near-term leeway could improve its 
adaptability. 

 

  Preparedness Opinion  Strong 

     

ESG Evaluation     

ESG Profile  66/100  

75/100 Preparedness Opinion  Strong (+9)  

Further Adjustment (if any)  None  

  



 Hypothetical Electric Utility Case Study 

 

S&P Global Ratings  |  Environmental, Social, And Governance (ESG) Evaluation This product is not a credit rating  |  April 11, 2019   4 

 

 
 
 
 

Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P) receives compensation for the provision of the 
S&P Global Ratings ESG Evaluation product, including the report  (Product). S&P may also receive compensation for rating 
the entity covered by the Product or for rating transactions involving and/or securities issued by the entity covered by the 
Product.  

The Product is not a credit rating, and is not indicative of, nor related to, any credit rating or future credit rating of an entity. 
The Product provides a cross-sector, relative analysis of an entity’s capacity to operate successfully in the future and is 
grounded in how ESG factors could affect stakeholders and potentially lead to a material direct or indirect financial impact 
on the entity. ESG factors typically assess the impact of the entity on the natural and social environment and the quality of 
its governance. The Product is not a research report and is not intended as such. 

S&P's credit ratings, opinions, analyses, rating acknowledgment decisions, any views reflected in the Product and the 
output of the Product are not investment advice, recommendations regarding credit decisions, recommendations to 
purchase, hold, or sell any securities or to make any investment decisions, an offer to buy or sell or the solicitation of an 
offer to buy or sell any security, endorsements of the suitability of any security, endorsements of the accuracy of any data or 
conclusions provided in the Product, or independent verification of any information relied upon in the credit rating process. 
The Product and any associated presentations do not take into account any user’s financial objectives, financial situation, 
needs or means, and should not be relied upon by users for making any investment decisions. The output of the Product is 
not a substitute for a user’s independent judgment and expertise. The output of the Product is not professional financial, tax 
or legal advice, and users should obtain independent, professional advice as it is determined necessary by users. 

While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes 
no duty of due diligence or independent verification of any information it receives. 

S&P and any third-party providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P 
Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Product. S&P Parties are not 
responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for reliance of use of information in 
the Product, or for the security or maintenance of any information transmitted via the Internet, or for the accuracy of the 
information in the Product. The Product is provided on an “AS IS” basis. S&P PARTIES MAKE NO REPRESENTATION OR 
WARRANTY, EXPRESS OR IMPLIED, INCLUDED BUT NOT LIMITED TO, THE ACCURACY, RESULTS, TIMLINESS, 
COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE WITH RESPECT TO THE PRODUCT, OR 
FOR THE SECURITY OF THE WEBSITE FROM WHICH THE PRODUCT IS ACCESSED. S&P Parties have no responsibility to 
maintain or update the Product or to supply any corrections, updates or releases in connection therewith. S&P Parties have 
no liability for the accuracy, timeliness, reliability, performance, continued availability, completeness or delays, omissions, 
or interruptions in the delivery of the Product.   

To the extent permitted by law, in no event shall the S&P Parties be liable to any party for any direct, indirect, incidental, 
exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, 
without limitation, lost income or lost profits and opportunity costs or losses caused by negligence, loss of data, cost of 
substitute materials, cost of capital, or claims of any third party) in connection with any use of the Product even if advised of 
the possibility of such damages. 

S&P maintains a separation between commercial and analytic activities. S&P keeps certain activities of its business units 
separate from each other in order to preserve the independence and objectivity of their respective activities. As a result, 
certain business units of S&P may have information that is not available to other S&P business units. S&P has established 
policies and procedures to maintain the confidentiality of certain nonpublic information received in connection with each 
analytical process.  
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