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Sustainable 1

Environmental, Social, And Governance Evaluation 

WEC Energy Group 
Summary 
WEC Energy Group is a Milwaukee-based company with natural gas and electric 
utility operations serving customers in Wisconsin, Illinois, Michigan, and Minnesota. 
The company also has a 60% equity ownership interest in American Transmission Co. 
LLC (ATC) (a for-profit electric transmission company). In addition, WEC operates 
non-utility energy infrastructure operations through We Power (which owns 
generation assets in Wisconsin), Bluewater (which owns underground natural gas 
storage facilities in Michigan), and WEC Infrastructure LLC (WECI), which holds 
ownership interests in several wind-generating facilities. The company's owned 
generation mix consists of coal (31% of total electric generation), natural gas (29%), 
and renewables (5%). It also has purchase contracts for nuclear (20%), natural gas 
(2%), and renewable generation (2%). In 2020, WEC generated $7.5 billion in revenue 
with an asset book value of about $37 billion. 

WEC's ESG evaluation of 74 reflects a robust governance structure, strong 
preparedness for disruptions, and overall effective management of key 
environmental and social risks. The company has a comprehensive plan to transition 
away from fossil fuel generation and has waste and water management that is better 
than industry standard. Greenhouse gas (GHG) emissions are in line with the industry 
average given the company's generation mix, which includes coal, although we expect 
emissions will decline over the coming years as the company retires coal plants and 
works toward its 2050 carbon neutrality goal. WEC has exhibited above-average 
customer and community engagement, including reliability and affordability that is 
better than the industry standard. Governance standards are high, which reflects the 
company's clearly articulated values framework and ESG-linked remuneration 
structure. Finally, our ESG evaluation score reflects our view of the company's strong 
preparedness for future disruptions, in particular the energy transition away from 
fossil fuel generation. 
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ESG Profile Score 

68 /100 

 Preparedness Opinion 
(Scoring Impact)  

Strong (+ 6) 

  

 ESG Evaluation 

 
74/100 

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 30/50  Sector/Region Score 27/50  Sector/Region Score 31/35 

           

 
 Greenhouse 

gas emissions 
Good  

 
 Workforce and 

diversity  
Good  

 
 Structure and 

oversight  
Good 

 
 Waste and 

pollution 
Strong  

 
 Safety 

management 
Good  

 
 Code and values Strong 

 
 Water use Strong  

 
 Customer 

engagement  
Strong  

 
 Transparency 

and reporting 
Strong 

 
 Land use and 

biodiversity 
Good  

 
 Communities Strong  

 
 Financial and 

operational risks 
Neutral 

 
 General factors 

(optional) 
None  

 
 General factors 

(optional) 
None  

 
 General factors 

(optional) 
None 

           

Entity-Specific Score 33/50  Entity-Specific Score 35/50  Entity-Specific Score 46/65 

E-Profile (30%) 63/100  S-Profile (30%) 62/100  G-Profile (40%) 76/100 

     

  ESG Profile (including any adjustments)  68/100 

     

Preparedness Summary    

We assess WEC's preparedness as strong, reflecting its ability to identify and assess 
long-term risks and opportunities and take actions to address them. We believe the 
board has a high level of depth and engagement with strategic risks and a robust and 
flexible approach to action-planning and decision-making. The company's culture is 
largely aligned with its strategic goals and sustainability strategy. 

WEC's main strategic objectives include decarbonizing its asset portfolio by replacing 
coal-generating assets with relatively low-cost renewable generation, developing 
employee talent to support a strong, skilled workforce, and delivering reliable and 
affordable energy to customers. 

 

Capabilities  

Awareness Excellent 

Assessment Good 

Action plan Excellent 

Embeddedness  

Culture Good 

Decision-making Excellent 

 

Preparedness Opinion (Scoring Impact)  Strong (+ 6) 

 

 

 

ESG Evaluation 

 

74/100   

  

Note: Figures are subject to rounding.
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Environmental Profile   63/100 
Sector/Region Score (30/50) 
WEC operates predominantly in the electric grid, gas utility, and power generation sectors. The 
most material environmental risk for these sectors is the energy transition toward reducing the 
carbon intensity of electric grids and the oil and gas supply chain given the steadily tightening 
regulations in the U.S. and globally. The sectors are also exposed to the impact of waste from 
construction activities and end-of-life infrastructure management, along with land and 
biodiversity impacts of distribution corridors. 

 

Entity-Specific Score (33/50) 
Note: Figures are subject to rounding. 

 
 

 
 

 
 

 
 

 
 

Greenhouse gas 
emissions 

 
Waste and 
pollution 

 Water use  
Land use and 
biodiversity 

 General factors  

Good  Strong  Strong  Good  None  

WEC remains exposed to coal-fired generation, which is reflected in its 2020 Scope 1 and 2 GHG 
intensity of 0.42, in line with the industry median, albeit an improvement from 0.53 in 2019. The 
company has achieved previous emission reduction targets and has set a new target to reduce 
emissions from its generation fleet by 80% by 2030, from 2005 levels. It aims to achieve carbon 
neutrality in its generation fleet by 2050, supported by plans to build and own 1,800 megawatts 
(MW) of new solar, wind, and battery storage and reduce coal to less than 10% of its revenue and 
asset base by 2025. WEC faces operational risks around aging natural gas infrastructure and 
plans to retire 400 MW of older, less efficient gas generation and achieve net-zero methane 
emissions by 2030. It is investing $280 million-$300 million annually to replace approximately 
2,000 miles of Chicago's aging pipeline infrastructure, which we view as key to this effort. We 
could revise this score if WEC demonstrates a track record of emissions reduction to a level below 
peers. 

WEC's approach to waste management is more advanced than peers, and the innovative 
technology at its generation facilities has helped limit waste production. Air quality control 
systems have resulted in air pollution metrics, including sulfur and nitrous oxide intensity, below 
the industry average; WEC has reduced combined air emissions over 90% over the past 20 years. 
There are several initiatives that recover and use materials produced from plant operations 
including gypsum, wood ash, and sulfuric acid. As of 2020, WEC has a combustion products 
beneficial use rate of 95% (coal ash), which we view as very strong compared with industry peers. 
Given its carbon emissions reduction strategy, including coal plant closures, we expect waste-
related statistics (including coal ash) will improve in the near-term. We believe WEC's exposure to 
nuclear waste risks is not significant because its nuclear generation is purchased, not owned, and 
represents 20% of its generation mix. 

WEC demonstrates comparatively low water consumption per net MW hour of generation and 
has limited exposure to highly water-stressed regions. Operating near Lake Michigan allows WEC 
to avoid accessing potable water resources for plant operations, and the lake's very cold 
temperature increases the efficiency of plant cooling systems, limiting water use. The company's 
water strategies also include using treated effluent wastewater from sewerage districts to supply 
process water and cooling water needs, while modified water intake structures minimize 
environmental impacts on fish and aquatic organisms. 



ESG Profile WEC Energy Group 

 

S&P Global Ratings  |  Environmental, Social, and Governance (ESG) Evaluation This product is not a credit rating Dec. 21, 2021 4 

 

Social Profile   62/100 
Sector/Region Score (27/50) 
The most material social risks for the utility and power generation sectors involve maintaining 
reliable, affordable, and accessible networks for customers. Community relations can also be 
material, especially during network upgrades. Safety is generally well managed, but low 
probability, high-impact events can be material. Strikes from largely unionized workforces, 
aging talent, and skills shortages related to the energy transition pose risks to the sector. We 
adjust the score for social standards risk in the U.S. 

 

Entity-Specific Score (35/50) 
Note: Figures are subject to rounding. 

 
 

 
 

 
 

 
 

 
 

Workforce and 
diversity 

 
Safety  

management 
 

Customer 
engagement 

 Communities  General factors  

Good  Good  Strong  Strong  None  
 

Maintaining reliability and affordability is key to WEC's value proposition. In 2020, residential 
electric bills at Wisconsin Electric and Wisconsin Public Service were about 16% and 27% below 
the national average, respectively; we expect this to persist as the energy transition advances. To 
assist customers with monthly bills, WEC provides flexible payment plans and arrangements and 
energy saving rebates. In addition, distribution reliability has been close to 100% for the past five 
years, which is above the sector average. Customer satisfaction rates are high at around 80%, 
indicating the success of WEC's customer engagement efforts. The company is committed to 
maintaining high customer satisfaction by focusing on digital engagement, protecting privacy 
information, and leveraging technology to enhance the customer experience. 

WEC's commitment to support local community members is a strength and community 
relations have been largely positive. WEC's Supplier Diversity Initiative helps promote the 
development, utilization, and growth of local minority- and women-owned businesses. A 
dedicated vice president of supplier diversity oversees the program, and its success is tied to 
executive compensation. WEC spent $303 million supporting this initiative in 2020. Furthermore, 
WEC has not faced notable community pushback--related to safety or expansion--in recent 
years, and in 2020 contributed $20 million to support local non-profits and low-income customer 
programs. 

Although the company has avoided high-profile safety incidents, performance metrics have 
worsened over the last year. WEC has not experienced any employee or contractor fatalities in 
the past five years. However, lost time case rate (both employees and contractors) was 0.71 in 
2020, up from 0.52 in 2019 and recordable incident rate (both employees and contractors) is at 
the higher end of its utility peer group. While we expect safety metrics to improve as the company 
shifts toward renewable generation, we could revise this score if the worsening trend continues. 

Diversity and inclusion are an integral part of the company's culture, while voluntary turnover 
rates (7%) and talent diversity by gender (26% female), ethnicity (26% minority), and age (43% 
over 50 years old) are in line with the industry. In recent years, WEC has implemented efforts to 
improve employee engagement including the creation of a new training program for emerging 
leaders and the support of new and established business resource groups which provide 
opportunities to employees for networking, career, and leadership development. 
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Governance Profile   76/100 
Sector/Region Score (31/35) 
We base the governance profile sector/region score on WEC's headquarters in the U.S., which 
we believe has relatively high governance standards characterized by a stable political 
system, strong rule of law, a powerful judiciary, and effective checks and balances. 

 

Entity-Specific Score (46/65) 
Note: Figures are subject to rounding. 

 
 

 
 

 
 

 
 

 
 

Structure and 
oversight 

 
Code and  

values 
 

Transparency 
and reporting 

 
Financial and 

operational 
risks 

 General factors  

Good  Strong  Strong  Neutral  None  
 

WEC's governance features an effective board composition and governance practices that 
align with regional peers. The 10-person board (with two additional new members effective 2022) 
features split chairman and CEO roles, an average independence level of 50% (we view directors 
who have served over nine years on the board as not independent), good engagement (over 96% 
average director attendance), and diversity by gender (30% women) and ethnicity (40% minority). 
Directors have a range of skills, backgrounds, and relevant experience, which support the 
company's strategy. The board has an average tenure of about seven years, with an annual 
election of directors, albeit some members have served demonstrably longer tenures. The board 
and each of its committees evaluate its performance and conduct a comprehensive board 
succession planning process annually. 

WEC's clearly articulated values framework supports its vision of delivering a clean energy 
future while providing reliable and affordable energy to customers. In our view, its framework 
aligns with environmental and social responsibility, and effectively translates to practice through 
its decarbonization efforts. WEC aligns its management short-term remuneration structure with 
ESG-related metrics including safety, diversity, and customer satisfaction, which largely 
reinforces its strategy. Although elevated from the prior year, the pay gap between the CEO and 
average worker is 131 to 1, which is still notably less than the 2020 U.S. average of 350 to 1 
(according to the Economic Policy Institute). All WEC directors, executive officers, and employees 
have a responsibility to comply with the Code of Conduct, which includes robust governance 
policies addressing antiharassment, nondiscrimination, diversity and inclusion, conflicts of 
interest, insider trading, and protection of information. We believe the company's Supplier 
Diversity Program and mandate for all suppliers to adhere to a Supplier Code of Conduct indicate 
a strong level of commitment across its value chain. 

WEC publishes comprehensive financial and nonfinancial public disclosures. The company has 
been publishing an annual corporate sustainability report for the past two decades, prepared 
using guidance from the Global Reporting Initiative (GRI) Standards and, for the first time in 2021, 
the Sustainability Accounting Standards Board (SASB). Sustainability metrics have been reported 
consistently, enabling historical analysis. In April 2021, the company published a revised climate 
report to illustrate its updated approach to reducing GHG emissions and to present an analysis of 
factors that could affect future climaterelated decision-making. We believe the quality of WEC's 
financial reporting aligns with other publicly traded companies in the region, with no 
restatements occurring in the past five years. 
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Preparedness Opinion  Strong  
(+ 6) 

 

Preparedness Low Emerging Adequate Strong Best in class 

WEC's board and management clearly articulate the broader industry risks and opportunities 
that could have a material impact on the company's operations and strategy. The company’s 
main strategic objective includes decarbonizing its asset portfolio by replacing coalgenerating 
assets with relatively low-cost renewable generation. We believe WEC has demonstrated strong 
awareness of the challenges and opportunities the energy transition poses. Additionally, the 
company acknowledges acute and chronic physical risks associated with weather events, 
changes in customer energy conservation efforts, and market changes including renewable 
energy penetration, transportation and building electrification, and energy storage. Risks and 
opportunities are identified via internal and external sources, which enables the company to gain 
an understanding of emerging trends from its employees on the ground as well as outside experts 
including regulators, investors, nongovernmental organizations, customers, academic 
institutions, and suppliers. The company remains committed to a stakeholder-focused approach 
and demonstrates its ESG focus. 

Management’s decisions align with its long-term objectives and demonstrate a strong 
commitment to ESG-related goals. WEC has invested in significant capital expenditures which 
focus on modernizing electric and natural gas delivery infrastructure, reshaping the generation 
fleet, deploying capital in renewable energy inside and outside the company's traditional footprint 
(including wind and solar), researching waste generation and new ways to recover and use 
materials produced from plant operations, and launching advanced metering functionality over 
the longer-term. High-level decision-makers are incentivized to focus on sustainability objectives, 
with remuneration of management linked to the achievement of certain sustainability objectives 
including safety, diversity, and customer satisfaction. 

WEC has a strong track record of being agile and adjusting its strategy as market conditions 
and regulations evolve. In our view, WEC's comprehensive Enterprise Risk Management system 
ensures that it can respond quickly and strategically as risks and opportunities materialize. WEC 
recognizes that it operates in an environment that will likely be disrupted by the energy transition 
and has positioned itself to capitalize on opportunities in the renewable sector in case the energy 
transition accelerates. WEC has a credible action plan to replace coal-generating assets with 
relatively low-cost renewable generation without affecting the grid's reliability. So far, the 
company has successfully retired 40% of its existing coal fleet, with a goal to be net carbon 
neutral in its generation fleet by 2050.  

The company has processes and tools to assess the impact of its main strategic risks and 
opportunities on its business. WEC centers its risk assessment on providing environmentally 
sound, cost effective, and reliable utility services. To understand risks and opportunities 
associated with transitioning to a low-carbon economy, WEC has worked with external parties to 
conduct a comprehensive Climate Scenario Analysis, assessing potential transitions through 
2050. The scenario analysis is based on the modelling of dozens of potential emission reduction 
pathways consistent with limiting warming to 2 degrees Celsius; however, WEC does not perform 
scenario analyses that contend with the physical impacts of higher-emitting scenarios (i.e., a 4-
degree scenario), which we have seen other utilities perform. In addition, WEC has worked to 
evaluate long-term emissions reduction scenarios for the region and what they mean for the local 
economy and carbon profile. 
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Sector And Region Risk 

Primary sector(s) Utility Networks 

Primary operating region(s) United States 

Sector Risk Summary 

Environmental exposure  

The regulated utility network sector's exposure to environmental risks stems from its 
infrastructure assets and exposure to the environmental characteristics of entities across value 
chains. These networks are generally viewed as having high responsibility for ensuring clean 
water and air and helping to transition to a lower carbon economy. While electric, gas, and water 
networks each have unique environmental risk drivers, the most material environmental risks 
facing these subsectors are the physical effects of climate change and mitigation policies. Each 
subsector also faces some land-use risk; as they grow they risk encroaching on habitable or 
undeveloped lands that are more exposed to biodiversity issues in some parts of the world. 
Electric and gas utilities are exposed to significant energy transition risks, indirectly, through their 
upstream partners. These risks to networks are moderated, at least financially, by the regulatory 
support they enjoy and their ability to absorb costs through rate increases. However, less direct 
reputational effects can be significant given utilities' strong brand recognition. For electric 
transmission and distribution networks, the physical effects of climate change, including more 
frequent and severe wildfires, storms, hurricanes, and tornadoes, have the potential to disrupt 
the functioning of critical equipment and processes. Battery storage has its own set of 
environmental risks, stemming from mining and end-of-life disposals of materials used in battery 
units. For natural gas networks, we focus on gas explosions and leaks that emit highly potent 
greenhouse gases and may adversely affect local biodiversity, leading to costly penalties and 
reputational damage. For water networks, environmental risks are mainly water quality and 
availability, sometimes because of inefficient and aging infrastructure. Both water quality and 
availability--essential for this sector--can be impaired by climate-related factors, including 
droughts and floods. 

Social exposure  

The regulated utility network sector plays a crucial community role by providing essential services 
that must remain affordable and reliable to ensure conciliatory regulatory and customer 
relationships. This is the essence of utilities' social license to operate. However, as infrastructure 
ages, utilities must also ensure safety as leaks, explosions and fires can yield very material 
financial and reputational consequences. Water utilities may also face public health risks if they 
are unable to avoid drinking water contamination or stop wastewater from polluting supplies. 
Governments and regulators focusing increasingly on affordability, which we believe could create 
barriers to regulated networks' cost recovery. This is especially so in areas facing upward cost 
pressures from ongoing high investments in renewables and grid strengthening. Longer term, 
increased costs and improved solar and battery technology could result in some downstream 
residential, commercial, and industrial customers partially defecting from electric utilities. 
Utilities also face significant workforce issues. Amid an unrelenting energy transition, electric 
utilities, specifically, must develop employee bases with appropriate skills to operate the grid of 
the future, as well as retain employees. Given the sector's high unionization, companies have to 
focus on labor-relations management to avoid labor disruptions and related costs. Given that 
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utilities are local in nature, they play a prominent role in communities and have large numbers of 
local employees. This can often result in regulatory support, but also carries a responsibility to 
contribute to the community and support low income customers, as well as tactfully mitigating 
disputes around land use as they expand. Finally, given the social responsibility of providing 
continuous electricity, gas, and water supply, preventing any risk that could lead to a power 
blackout or water shortage is an important consideration. Cyber-attacks are therefore increased 
threats for the sector, more so than in many other sectors. 

Regional Risk Summary  

United States 

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. 
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