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 Environmental, Social, And Governance Evaluation 

Trane Technologies  
Trane Technologies is a global climate control solutions provider. The company, 
which is headquartered in Ireland but listed on the NYSE and has operations 
primarily in the U.S., provides HVAC systems, commercial and residential building 
services, parts, support, and controls, energy services and building automation, and 
transport temperature control solutions. Trane markets and sells its products under 
its Trane, American Standard, Nexia, and Thermo King Brands. 

Trane’s ESG evaluation score of 78 reflects its sustainability success compared with 
industry peers in a business with unavoidable emissions of refrigerants and 
hazardous waste generation by end users. The company is improving its 
environmental and social impacts by achieving set targets and moving toward low-
emission, high-efficiency products to aid its customers pursuit of lower emissions. 
The governance score reflects greater transparency in terms of disclosures, with a 
board structure that allows it to develop and follow long-term sustainability 
strategies. 

Trane’s ESG evaluation score is supported by its approach toward four megatrends - 
urbanization, climate change, resource constraints, and workforce dynamics – which 
it has identified as likely to transform the operating environment for its sector in the 
next decade. This will necessitate a vastly different suite of products and a greater 
focus on the risks posed by environmental and social factors. Trane has adopted a 
more customer-focused approach, as well as more rigorous reporting of 
sustainability metrics, which will help it differentiate itself among competitors as the 
market evolves. 
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ESG Profile Score 

72/100 

 Preparedness Opinion 
(Scoring Impact)  

Strong (+ 6) 

 ESG Evaluation 

 
78/100 

Company-specific attainable and actual scores A higher score indicates better sustainability 
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Component Scores 

Environmental Profile   Social Profile  Governance Profile 

Sector/Region Score 34/50  Sector/Region Score 41/50  Sector/Region Score 31/35 

           

 
 Greenhouse 

gas emissions 
Strong  

 
 Workforce and 

diversity  
Good  

 
 Structure and 

oversight  
Good 

 
 Waste and 

pollution 
Good  

 
 Safety 

management 
Good  

 
 Code and values Good 

 
 Water use Strong  

 
 Customer 

engagement  
Strong  

 
 Transparency 

and reporting 
Strong 

 
 Land use and 

biodiversity 
Good  

 
 Communities Good  

 
 Financial and 

operational risks 
Neutral 

 
 General factors 

(optional) 
None  

 
 General factors 

(optional) 
None  

 
 General factors 

(optional) 
None 

           

Entity-Specific Score 36/50  Entity-Specific Score 33/50  Entity-Specific Score 42/65 

E-Profile (30%) 70/100  S-Profile (30%) 74/100  G-Profile (40%) 73/100 

           

  ESG Profile (including any adjustments)  72/100 

    This figure is subject to rounding 

Preparedness Summary    

The score of strong reflects the company’s demonstrated ability to identify the key 
long-term disruptors facing its sector with contributions from external sources, and its 
unique, combined approach to measuring its exposure to major megatrends. We 
believe that it has effective mechanisms for spurring innovation throughout its ranks, 
while its decentralized structure allows for its divisions to pivot more quickly in pursuit 
of attaining more global sustainability goals. In recent years, the company has also 
begun to align individual incentives with innovation and sustainability. This 
combination of effective scenario planning and a culture of innovation position the 
company to confront the significant disruption facing its sector. 

 

 
Capabilities  

Awareness Excellent 

 Assessment Good 

 Action plan Good 

 
Embeddedness  

Culture Excellent 

 Decision-making Good 

 

Preparedness Opinion (Scoring Impact)  Strong (+ 6) 

 

 

 

ESG Evaluation 

 

78/100   
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Environmental Profile   70/100 
Sector/Region Score (34/50) 

The sector score reflects Trane's operations in the capital goods sector, specifically in the heating and 
cooling subsector. Based on this, its main environmental exposures stem from the sale of energy and 
greenhouse gas (GHG)-intensive systems to end users, who are increasingly seeking to reduce their own 
GHG and waste footprints. 

 

Entity-Specific Score (36/50) 

 
 

 
 

 
 

 
 

 
 

Greenhouse gas emissions  Waste and pollution  Water use  
Land use and 
biodiversity 

 
General 
factors  

Strong  Good  Strong  Good  None  

The company’s efforts to reduce full value chain emissions exceed peers, resulting in a score of strong. 
GHG emissions represent the primary environmental risk; this includes scope 1 and 2 emissions, with 
about 36% coming from electricity use and 39% from hydrofluorocarbons (HFC). The company’s combined 
scope 1 and 2 emissions intensity has fallen over 50% in total since 2013. Its scope 3 emissions are high 
compared to the industry, but this stems largely from its more comprehensive and advanced reporting, 
which captures an end-user’s footprint. By 2020 the company had reduced these emissions by 80% since 
2013, surpassing its 50% goal. Trane has further set a goal to be carbon neutral in its direct operations by 
2030, which we view as a sign that it is helping its customers meet their own mitigation targets. The 
successes to date stem from investing more than $500 million since 2014 in research toward efficiency 
and identifying alternatives to HFCs. Going further, it seeks to align with Sustainable Development Goals 
(SDGs) by reducing a gigaton of end-users’ CO2 emissions by 2030, which far surpasses sector ambitions.   

The company remains a substantial electricity user. And while its share of electricity coming from 
renewable sources has increased, it remains heavily exposed to carbon-intensive power for its facilities. In 
addition, the company lags its HVAC peers in reducing energy consumption. However we have assigned a 
strong score on GHG emissions because we view the exposure to electricity use (included in scope 2) as 
considerably less material than handling GHG emissions associated with end-users (included in scope 3), 
where the company has made significant progress.   

Despite reducing pollutants, the company remains indirectly exposed to significant end-of-life waste. 
In line with peers, Trane is trying to reduce such waste through engagement with its customers, though 
the results have been uneven. The company fell short of its 2020 goal of reducing hazardous waste 20% 
from 2013, reducing normalized hazardous waste only 3%. This realized reduction and efforts to mitigate 
end-of-life waste results in a waste and pollution score of good. 

The company already has limited exposure to water-stressed regions, which is defined using the World 
Resources Institute Aqueduct tool. The company reduced water use at sites in water-stressed areas (now 
accounting for 7% of its total water use) 39% between 2013 and 2020, thereby exceeding its 25% goal. In 
addition, it has committed to being net positive in water use by 2030, producing more water than it uses by 
improving the watersheds in which it operates. The company is in the early phases of realizing this lofty 
goal but is partnering with peer companies and nongovernmental organizations (NGOs) to attain it. 

Further, in keeping with sector norms, disclosure on land use and biodiversity is minimal, and the land 
use score is good. However, we do not believe this is a highly material factor for this sector. 
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Social Profile   74/100 
Sector/Region Score (41/50) 

Trane operates in the capital goods sector, and within that, the heating and cooling subsector. 
We believe that this subsector is slightly less risky than the broader sector, but still has 
significant exposure to workforce continuity issues, employee and product safety, and 
appealing to customers amid changing demands. We also consider lower social standards in 
the U.S. and China to adversely impact the score. 

 

Entity-Specific Score (33/50) 

 
 

 
 

 
 

 
 

 
 

Workforce and 
diversity 

 
Safety  

management 
 

Customer 
engagement 

 Communities  General factors  

Good  Good  Strong  Good  None  
 

The company’s focus on employee safety and its declining incident rate are in line with 
industry peers. The company reduced lost time incident rates by 49% between 2013 and 2019, a 
large decline, yet short of the company’s 60% goal. Still, the company is persisting in reducing 
safety incidents further by spreading awareness among the employees and providing further 
safety training. It seeks to be a world-class performer in this area by 2030, though the target 
against which progress will be measured is not yet publicly defined.   

Like peers, the company has significant reliance on developing an effective workforce. Its 
successful management of this risk contributes to the workforce score of good. The company 
exceeded its goal of retaining 95% of its “key talent” annually, retaining just over 96% in 2019. 
Though the Women’s Leadership Program has retained 83% of its graduates and promoted 
almost one-third, women still make up only 25% of leadership, not uncommon for the sector. The 
company does not maintain public metrics on racial diversity, though this too is not uncommon in 
the sector.  

Trane’s customer engagement score of strong stems from its strategy of offering its customers 
sustainable product solutions. This is a unique differentiator within the sector, which will 
become more important as customers increasingly seek to reduce their environmental footprints. 
Trane’s success in implementing this strategy is evidenced by its achievement of 80% reduction 
in end-user GHG emissions for its refrigerant products, exceeding its 50% target. Similarly, the 
company is creating end-of-use manuals and performing lifecycle assessments to ensure proper 
disposal, mitigating customer concerns around exposure to waste. While the company has a 
complex value chain, it also seeks to build its customer base by improving access to niche 
communities. To this end, it keeps key performance indicators on improved access to energy 
efficiency and affordable housing and access to cooling in communities where the impacts of 
climate change are most acute. 

The company’s communities score of good is driven in part by its efforts to eliminate exposure 
to conflict minerals. As of 2019, 100% of its direct material spending was audited quarterly for 
risk, while 86% was subject to on-site inspection. This level of detail in understanding the source 
of minerals exceeds sector peers and should help reduce reputational exposure, though efforts 
on local community engagement are in line with sector peers. 
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Governance Profile   73/100 
Sector/Region Score (31/35) 

Trane's score chiefly reflects its legacy headquarters in Ireland and its operations and senior 
management largely in the U.S., as its governance policies incorporate both U.S. and European 
features and regulations. 

 

Entity-Specific Score (42/65) 

 
 

 
 

 
 

 
 

 
 

Structure and 
oversight 

 
Code and  

values 
 

Transparency 
and reporting 

 
Financial and 

operational 
risks 

 General factors  

Good  Good  Strong  Neutral  None  
 

The company’s good governance structure score is limited by the combination of the CEO and 
chair roles in an otherwise effective board composition. To balance the concentration of power 
with the CEO/chair, the company appointed a lead director, whom we do not consider independent 
due to his 25-year board tenure. The board provides significant oversight over the company’s 
ability to innovate, in part because of the participation of several members with sustainability 
backgrounds and others bringing financial, engineering, academic, and public policy experience. 
With 33% gender diversity on the board, Trane is in line with European peers. The company 
maintains the typical board committees for a company of its size, though it also has Technology 
and Innovation committees as well. Most committees, however, lack independence. We consider 
seven out of the 12 directors to be non-independent with more than 9 years of board tenure. 

The company’s score of good on code and values reflects its commitment to sustainability, 
which permeates how it conducts business. The company holds its numerous suppliers to the 
same ethical standards it enforces internally per its Business Partner Code of Conduct. It has 
more recently included ESG-specific goals, including energy conservation and support of minority-
owned businesses. The company has a goal of reaching 60% of supply chain spending through a 
preferred supplier program; these suppliers are vetted for sustainability within their operations, 
which will help limit the company’s exposure to ESG-related risks if attained. Management’s 
remuneration scheme includes environmental and workforce diversity goals and, beginning in 
2021, all salaried employees will have a performance objective aligned with the company’s 2030 
sustainability commitments. While 73% of the CEO/chair’s compensation is derived from long-
term incentives, this contains a three-year vesting period, and compensation for top executives 
and board members is substantially higher than sector peers, which constrains our score.  

The transparency score of strong primarily reflects a high level of disclosure around 
sustainability metrics, which exceeds standards in this industry, and generally is in line with 
international best practices. Trane discloses all sustainability metrics with those recommended 
for its sector by the Sustainability Accounting Standards Board. The company also discloses 
significant data around climate-related risks, as proscribed by Task Force on Climate-related 
Financial Disclosures, and reports in line with Global Reporting Initiative Standards. Additionally, 
the company has aligned many of its strategic initiatives with UN SDGs, which is atypical for this 
sector. Despite being headquartered in Ireland, the company paid an income tax rate of about 
20.3% in 2019, which is slightly below the U.S. federal statutory rate of 21%. 
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Preparedness Opinion  Strong  
(+ 6) 

 

Preparedness Low Emerging Adequate Strong Best in class 

Trane’s long-term strategy is based on the premise that four megatrends--urbanization, 
climate change, resource constraints, and workforce dynamics--will likely create a markedly 
different operating environment for companies in this sector in the next decade. This will 
necessitate a vastly different suite of products and a greater focus on the risks posed by 
environmental and social factors. To understand what its product mix should look like in 10 years, 
it has adopted a more customer-focused approach, but it has also begun more rigorous reporting 
of sustainability information because it believes the financial community will be more attuned to 
ESG performance in the future, deeming it an increasingly material driver for this sector. 

The company’s board shows a high level of engagement in understanding the risks that face the 
company, but also cognizance of the opportunities that the sector’s major disruptors present. 
The board relies heavily on external consultants to determine the materiality and potential 
impacts of these disruptors. In addition, scenarios are based on recognized third-party 
assumptions, for example from the Energy Information Administration or the Water Resources 
Institute. The company successfully pivoted its strategy in 2014 to be more focused on 
sustainability in response to the board and management’s perception that a combination of these 
major disruptors would inevitably reshape its business in the future, and, as a result, the 
company’s portfolio of products has become more geared to helping customers mitigate their own 
carbon and waste footprints, ahead of peers. 

Trane relies on a more decentralized decision-making model than many of its peers. Generally, 
the board and senior management set an agenda and create corporate goals towards 
sustainability and provide incentives for the company’s divisions to align with them. This approach 
has historically enabled the divisions to act more nimbly, as each division retains a somewhat 
independent sustainability strategy. Still, the board exercises significant oversight over capital 
allocation, generally rejecting projects that are profitable in the short-term if the long-term 
consequences aren’t as appealing, and more recently, the company has tied executive 
compensation to more advanced ESG metrics, including Scope 3 emissions, in order to fully align 
individual incentives with the company’s most pressing long-term goals. 

Over the past seven years, the company has developed a culture that fosters innovation and 
focuses on sustainable operations and products. The board’s technology committee hosts 
biannual innovation sessions where engineers raise concepts that align with the company’s goals, 
including those related to sustainability; the most promising of these receive funding. Similarly, 
the board has developed its sustainability targets based on engagement with a series of external 
stakeholders, including NGOs and academic institutions; as a result, despite the fact that the 
company operates in a sector where public peer performance data on sustainability measures is 
limited, it has been able to create meaningful benchmarks for its own progress, which has 
hastened its transformation into a more sustainable enterprise. 
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Sector And Region Risk 

Primary sector(s)  Capital goods 

Primary operating region(s) Ireland 

Sector Risk Summary 

Environmental exposure  

The capital goods sector includes companies operating in the industrial equipment, components, 
and services segment. It also includes companies operating in aerospace and defense, and in 
engineering and construction. We believe the sector has moderate exposure to environmental 
risks, including GHG emissions from energy consumption, water use and pollution, waste 
discharge, and climate-related physical change, although risks and exposures vary by subsector. 
Capital goods must meet required environmental standards and customers' demand for more 
energy-efficient products, while mitigating the potential for costs and fines. Given the broad 
nature of capital goods' end markets, the sector is exposed to environmental risks in downstream 
sectors such as oil and gas and utilities, where regulations are also stringent. In the aerospace 
defense subsector, aircraft engine emissions are increasingly globally regulated, which could 
increase demand for the newest aircraft, but might also require investment in product 
development. This could be material if ever-stricter regulations require major technological 
changes. Companies in engineering and construction are exposed to increasing climate change 
risk. Although they factor in some weather-related delays to complete construction projects, 
extreme climate events can cause major delays and project cost overruns. The sector is also very 
materials-intensive, using mainly steel, iron, aluminium, glass, plastics. The increasing number of 
electronic components in machinery and vehicles has made them reliant on critical materials that 
are only produced in a few countries and/or in politically unstable countries. The sourcing of 
conflict minerals (most common ones being tantalum, tin, tungsten, and gold and largely used in 
electronic components) is increasingly regulated, and good management of complex supply 
chains is key to managing this risk. To manage the growing scarcity of materials, the sector will 
also need to improve recyclability of products and take charge of product end-of-life management 
by remanufacturing, for example. 

Social exposure  

Material social risks for capital goods companies include those related to human capital 
management and employee health and safety, albeit exposure to social risks differs by 
subsectors. Human capital risks include the management and retention of skilled labor, which the 
industry increasingly relies on to adapt to a changing work environment brought about by greater 
automation at production plants, increased digitalization, and robotics. Companies also need to 
maintain productive and long-lasting relationships with employees in highly unionized industries. 
This is also relevant for aerospace and defense, and engineering and construction. Employees' 
safety is a key risk for the sector given the use of large and dangerous equipment in the 
production process. For aircraft manufacturers, product safety is of paramount importance as an 
aircraft accident caused by a design flaw or poor quality can result in injuries and deaths, as well 
as order cancellations or significant remediation costs. More specifically for engineering and 
construction companies, community opposition to construction and the dangers of operating in 
countries with civil unrest or weaker regulatory regimes is heighted. This can result in more 
stringent regulations for contractors, as well as higher costs and risks of business disruption. 
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Regional Risk Summary  

With robust institutions and rule-of-law standards, the U.S. demonstrates many strong 
characteristics but lags several other countries with respect to ESG regulations and social 
indicators. Income inequality is higher than in other OECD countries and has been so for over a 
century. Social services are similarly less generous than in most wealthy countries. Governance is 
characterized by a very stable political system, strong rule of law, a powerful judiciary, and 
effective checks and balances. Conditions of doing business are generally high. The U.S. follows a 
rules-based approach to corporate governance focused on mandatory compliance with 
requirements from the major exchanges (NYSE and NASDAQ) as well as legislation. State 
corporate law is also a key source of corporate governance, particularly Delaware where over half 
over all U.S. listed companies and close to 70% of Fortune 500 companies are incorporated. 
Exchanges mandate high standards of corporate governance. The NYSE requires companies 
listing on its exchange to have boards made up of a majority of independent directors and have 
separate remuneration and nomination committees. However, formal requirements on ESG 
reporting are not as established as they are in European countries. While a growing number of 
companies have an independent chair, the combination of CEO and chair roles is still popular. This 
can undermine management oversight. Remuneration continues to be a contentious point, 
because U.S. executive pay dwarves global pay levels. The CEO-to-worker pay ratio is ever-
increasing, leading to social tensions and shareholder criticism.   

 

Related Research 
− ESG Evaluation Key Sustainability Factors: Capital Goods, May 11, 2021 

− The ESG Risk Atlas: Sector And Regional Rationales And Scores, July 22, 2020 

− Our Updated ESG Risk Atlas And Key Sustainability Factors: A Companion Guide, July 22, 2020 

− Environmental, Social, And Governance Evaluation: Analytical Approach, June 17, 2020  

− How We Apply Our ESG Evaluation Analytical Approach: Part 2, June 17, 2020 

This report does not constitute a rating action. 
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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, 
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