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This S&P Global Ratings Second Party Opinion (SPO) represents our opinion on whether the documentation of a sustainable finance framework or program aligns with certain third-party 
published sustainable finance principles, guidelines, and standards (“Principles”). This SPO does not assess the alignment of any individual transaction or financing with the Principles. For 
more details, please refer to the Analytical Approach and Analytical Supplement, available at spglobal.com under Sustainable Financing Opinions. An SPO provides a point-in-time opinion, 
reflecting the information provided to us at the time the SPO was created and published, and is not surveilled. We assume no obligation to update or supplement the SPO to reflect any facts 
or circumstances that may come to our attention in the future. An SPO is not a credit rating, and does not consider credit quality or factor into our credit ratings. 
 

Second Party Opinion 

Eaton Corp. Sustainability-Linked Bond Framework 

Aug. 15, 2022 

Eaton Corp. is a globally diversified power management company that manufactures products for the 
electrical, aerospace, industrial, and transportation segments. The company reported $19.6 billion of 
revenue and over $3.2 billion of EBITDA in 2021. Eaton Corp., founded in 1911, employs approximately 
86,000 people across 61 countries and sells its products in more than 170 countries. The company is 
based in Cleveland and operates as a subsidiary of Dublin-based Eaton Corp. plc. 

In our view, Eaton’s Sustainability-Linked Bond Framework, published in August 2022, aligns with: 
 

 

✔ Sustainability-Linked Bond Principles, ICMA, 2020 
 

 

Issuer’s Sustainability Objectives  
Eaton’s sustainability strategy is guided by four key pillars: customer solutions, environmental footprint 
reduction, governance and transparency, and employee engagement. The company’s internal materiality 
assessment led it to establish greenhouse gas (GHG) emissions reduction as a key priority. Therefore, Eaton’s 
science-based targets to reduce the scope 1 and 2 emissions across its own operations and the scope 3 
emissions associated with the activities of its customers and suppliers are central to its long-term GHG 
reduction strategy. The company's recent investments in renewable resources, digitalization, and 
electrification not only aim to reduce its environmental footprint but are also intended to offer solutions that 
provide its customers with more reliable, safe, and sustainable products. To support the social pillar of its 
strategy, Eaton has set a goal to increase the representation of women and U.S. minorities in its 
management and executive roles by 2030. The company is also developing new standards for stronger 
governance and increased transparency in 2022. 

 
Eaton has developed this Sustainability-Linked Bond Framework to highlight its efforts in tracking, managing, 
and mitigating carbon emissions and to further align its financing strategy with its sustainability goals. 

Selected Key Performance Indicators (KPIs) And Sustainability Performance Targets 
(SPTs)  

KPI SPT Baseline 2021 Performance 

Absolute GHG emissions from 
operations – scope 1 and 2 
(metrics tons CO2e) 

Reduce GHG emissions from operations (scopes 1 and 2) by 40% by 2027 
and 50% by 2030 vs. 2018 baseline.  

935,148 MT CO2e (2018) 781,351 MT CO2e 

Primary Analyst 

Bryan Popoola 
Washington D.C. 
+1-202-615-5962 
bryan.popoola 
@spglobal.com 
 

Secondary Analyst 

Michael Ferguson  
New York 
+1-212-438-7670 
michael.ferguson 
@spglobal.com 
 

Research Contributor 

Sachi Jain 
San Francisco  

https://www.spglobal.com/ratings/en/products-benefits/products/sustainable-financing-opinions


Second Party Opinion 

spglobal.com/ratings This product is not a credit rating Aug. 15, 2022 2 

 

Second Party Opinion Summary 

Selection of key performance indicators (KPIs) 
   

Alignment 
 

✔ 
 

Eaton’s Sustainability-Linked Bond Framework is aligned with this component of the SLBP. 
  

 
 

 

KPI 1 
 

Absolute GHG emissions from operations – scope 1 
and 2 (metrics tons CO2e)  

  

 

 

 

 

Calibration of sustainability performance targets (SPTs) 
   

Alignment 
 

✔ 
 

Eaton’s Sustainability-Linked Bond Framework is aligned with this component of the SLBP. 
  

 
 

 

SPT 1 
 

Reduce GHG emissions from operations (scopes 1 
and 2) by 40% by 2027 and 50% by 2030 vs. 2018 
baseline 

 
  

 

 

 

Instrument characteristics 
   

Alignment 
 

✔ 
 

Eaton’s Sustainability-Linked Bond Framework is aligned with this component of the SLBP. 
  

 
 

 

The instruments the company issues under this framework will be subject to a premium payment, in the form of a coupon step-up, if Eaton does 
not achieve its sustainability performance target (SPT) by the target observation date. The company will detail the amount, timing, and 
mechanism for this payment in the offering documentation of each sustainability-linked bond it issues under the framework. 

 

Reporting 
   

Alignment 
 

✔ 
 

Eaton’s Sustainability-Linked Bond Framework is aligned with this component of the SLBP. 
  

 
 

 

Score 
 

 

Eaton commits to publish an annual report on its website containing information on the performance of the selected KPI and the company’s 
progress toward achieving the SPT. Eaton will publish the report in the six months following the end of each fiscal year. 

 

Post-issuance review 
   

Alignment 
 

✔ 
 

Eaton’s Sustainability-Linked Bond Framework is aligned with this component of the SLBP. 
  

 
 

 

Eaton commits to have an independent and qualified external verifier with at least limited levels of assurance attest to its performance of the 
KPI on an annual basis. The company will publicize the results of the verification on its website.   

 

AlignedNot aligned Strong Advanced

AlignedNot aligned Strong Advanced

AlignedNot aligned Strong Advanced
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Framework Assessment 

Selection of key performance indicators (KPIs) 
The Principles make optional recommendations for stronger structuring practices, which inform our relevancy opinion as aligned, strong, or 
advanced. For each KPI, we consider how relevant the KPI is for sustainability by exploring the clarity and characteristics of the defined KPI; its 
significance for the issuer’s sustainability disclosures; and how material it is to the issuer’s industry and strategy. 

 

✔ Eaton’s Sustainability-Linked Bond Framework is aligned with this component of the SLBP. 
 

 

KPI 1 Absolute GHG emissions from operations – scope 1 
and 2 (metrics tons CO2e)  

 

We view the selected KPI as strong because its scope, objective, and calculation methodology are clearly 
articulated in the framework. The KPI’s objective, the absolute reduction of scope 1 and 2 emissions, 
addresses the sustainability challenge of climate change mitigation, which is a topic we view as important for 
the capital goods sector. While scope 1 and 2 emissions are material to the industry, the KPI does not include 
scope 3 emissions, which account for the majority of the issuer’s emissions and, in our view, are the most 
material to its business. 

Eaton calculates its absolute scope 1 and 2 GHG emissions (MT CO2e) in accordance with the GHG protocol, 
using the market-based method for scope 2 reporting. Direct scope 1 emissions account for 36.4% of the 
company’s measured scope 1 and 2 emissions inventory and stem from on-site combustion from 
manufacturing, fugitive emissions from equipment, and process emissions from the treatment of 
wastewater. Indirect scope 2 emissions account for 63.6% of the company’s scope 1 and 2 emissions 
inventory and arise from the consumption of purchased electricity to power, heat, and cool its facilities. The 
KPI accounts for all of the facilities where Eaton has operational control and is the majority owner. 

In our view, the selected KPI is relevant to the capital goods sector given the energy-intensive nature of 
manufacturing power products (see “Key Sustainability Factors: Capital Goods”). This is especially true due to 
Eaton’s large global presence, the relative size of its current emissions, and its operational control of over 
250 manufacturing facilities. However, we note scope 1 and 2 emissions only comprise 1% of the company’s 
overall value chain emissions whereas its indirect scope 3 emissions account for the remaining 99%. These 
scope 3 emissions are related to supplier activities and its customers use of its sold products, among other 
sources. Outside of this framework, Eaton has set a target to reduce the scope 3 emissions across its value 
chain by 15% by 2030, which was reviewed by the Science-Based Targets initiative (SBTi). The company’s 
omission of this target from the framework indicates that the majority of its emissions are not covered by 
the selected KPI, which represents a limitation of the KPI, in our view. 

Finally, the KPI is also relevant to Eaton’s strategic sustainability pillar of environmental footprint reduction. 
The mitigation of carbon emissions not only reduces the company’s own footprint but also addresses the 
broader sustainability challenge of climate change. The KPI’s measurement of absolute emissions directly 
correlates to the goal of decreasing the overall level of carbon in the atmosphere rather than intensity-based 
emissions reductions, which consider the emissions reduction in relation to an issuer’s size. The use of an 
absolute emissions metric is in line with the recommendations of the SBTi and best practices, in our view, 
especially considering Eaton’s projected increase in its production volume. 

 
  

AlignedNot aligned Strong Advanced
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Calibration of sustainability performance targets (SPTs) 
The Principles make optional recommendations for stronger structuring practices, which inform our ambition opinion as aligned, strong, or 
advanced. We consider the level of ambition for each target by assessing its clarity and characteristics, how the issuer defines the target with 
reference either to its past performance or to external or competitor benchmarks, and how it explains what factors could influence future 
performance. 

 

✔ Eaton’s Sustainability-Linked Bond Framework is aligned with this component of the SLBP. 
 
Eaton’s selected SPT and interim target in its Sustainability Linked Bond Framework progress consecutively because its efforts to achieve 
the interim target will also support its achievement of the final target. The issuer commits to first reduce its absolute scope 1 and 2 
emissions by 40% from a 2018 baseline by 2027 (SPT 1.1) and then reduce them by an additional 10% (to reach a total reduction of 50%) 
by the end of 2030 (SPT 1.2). The observation date for each SPT is December 31 in the respective target year 

 

 

 

SPT 1 Reduce GHG emissions from operations (scopes 1 
and 2) by 40% by 2027 and 50% by 2030 vs. 2018 
baseline 

 
 

 

We believe the ambition, clarity, and characteristics of the SPT are advanced. The company’s SPT is 
benchmarked against the past four years of its historical performance and against its sector and global peers. 
The SPT was verified by the SBTi in 2020 and aligns with the emission reductions required to limit global 
warming to 1.5 degrees Celsius or below.  

The framework states that the baseline year of the SPT is 2018, the observation dates are Dec. 31, 2027, and 
Dec. 31, 2030, respective to each SPT, and the trigger event is the failure to achieve the SPT by the stated 
target observation date. In the event of significant structural changes (including acquisition, divestitures, and 
mergers) that individually, or in the aggregate, represent more than 10% of consolidated assets of Eaton 
Corp. plc, changes in KPI methodology, changes in data reported due to improved calculation methodologies 
or better data accessibility or force majeure, extraordinary or exceptional events or circumstances, the 
company will make adjustments to the KPI. We note this 10% threshold provides additional flexibility for the 
recalculation policy and is higher than what we have seen with other market participants.  

The company has benchmarked the SPT against three years of its historical performance (2018-2020) during 
which it achieved a 19% reduction in its scope 1 and 2 emissions. The most significant reduction occurred in 
its scope 2 emissions stemming from its investments in energy efficient machines, as well as a temporary 
drop in its production volume due to the pandemic. However, after its production picked back up in 2021, 
Eaton’s scope 1 and 2 emissions marginally increased, thus the total reduction in its scope 1 and 2 emissions 
stands at 16% compared with 2018. To achieve the SPT, the company must incrementally reduce its scope 1 
and 2 emissions by 28% between 2021-2027 and by a further 17% between 2027–2030. This is equivalent to 
a 4.7% reduction per year until 2027 and then a 5.6% reduction per year until 2030. While Eaton has already 
reduced its scope 1 and 2 emissions by 16% and its projected reduction rate is slower than its reported 
improvements in previous years, we view the SPT as ambitious because management intends to reduce its 
absolute emissions even while it increases its production volumes. Moreover, the reduction rate increases 
during the last three years of the SPT timeline when its emissions will be the hardest to abate, which 
demonstrates Eaton’s continued commitment to investing in emissions reductions beyond its business-as-
usual trajectory. 

When setting the SPT, the company also conducted a peer benchmarking exercise by comparing its 
reduction target with those of its global peers with similar electrical, aerospace, or vehicle business segments 
and revenue mix. Based on the benchmarking results, we believe the company’s target is in line with those 
of its peers based on its ambitious targeted reduction amount, timeline of 2030, completed SBTi verification, 
and use of an absolute emission metric.  

The company aims to achieve the SPT through investments in energy efficient machines, equipment with 
lower emissions, onsite renewable energy generation, and renewable energy procurement. According to the 
company, renewable energy procurement will follow an internal hierarchy for scope 2 reduction, which 
prioritizes power purchase agreements (PPAs) and excludes carbon offsets and renewable energy credits 
(RECs). In our opinion, this strategy prioritizes additionality and is in line with best market practices. Finally, 
the framework identifies external factors that may affect the SPT and are beyond the company’s control, 

AlignedNot aligned Strong Advanced
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such as natural disasters, equipment failure, market constraints on the pricing of equipment and renewable 
energy, and regulatory uncertainty. 

  

Baseline  Reduce GHG emissions from operations (scopes 1 and 2) by 40% by 2027, and 50% by 2030 vs. 2018 baseline 

2018  2027  2030    

935,148 MT 
CO2e 

 561,089 MT CO2e 467,574 MT CO2e    

  Equivalent to 40% reduction  Equivalent to 50% reduction     

 

Instrument characteristics 
The Principles require disclosure of the type of financial and/or structural impact involving trigger event(s), as well as the potential variation of 
the instrument’s financial and/or structural characteristics. 

 

✔ Eaton’s Sustainability-Linked Bond Framework is aligned with this component of the SLBP. 
 

 

Eaton discloses in its Sustainability-Linked Bond Framework that bonds issued under the framework will be 
subject to a premium, in the form of a coupon step-up, if it fails to achieve the SPT by the stated observation 
dates. The company will disclose the amount, timing, and mechanism for the coupon-step up in the offering 
documentation of each sustainability-linked bond. 

The bonds will also be subject to a coupon step-up if the SPT cannot be measured in a satisfactory manner 
and supported by an independent external reviewer’s verification certificate or if the relevant assurance 
certificate is not published in the six months following the end of each fiscal year. 

 

Reporting 
The Principles make optional recommendations for stronger disclosure practices, which inform our disclosure opinion as aligned, strong, or 
advanced. We consider plans for updates on the sustainability performance of the issuer for general purpose funding, or the sustainability 
performance of the financed projects over the lifetime of any dedicated funding, including any commitments to post-issuance reporting. 

 

✔ Eaton’s Sustainability-Linked Bond Framework is aligned with this component of the SLBP. 
 

 

 

Disclosure score 
 

We consider Eaton’s overall reporting practices to be aligned with the Principles.  

The company commits to reporting up-to-date information on the performance of the KPI, its progress 
toward the SPT, and other information relevant to the KPI, such as changes in Eaton’s sustainability strategy 
or related KPI governance. Management has also committed to publishing a verification assurance report 
outlining its performance against the SPT, the related impact, the timing of such impact, and the bonds' 
financial or structural characteristics.  

Where feasible, the company may also report on qualitative or quantitative factors that drove its KPI 
performance, such as merger and acquisition (M&A) activities, the sustainability impacts of its performance 
improvement, its re-assessments of the KPI or restatements of the SPT, pro-forma adjustments of the 
baseline or KPI scope, and updates on regulations relevant to the KPIs and SPT. 

The company will disclose the reporting annually on its investor relations website in the six months following 
the end of each fiscal year. 

 

 

AlignedNot aligned Strong Advanced
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Post-issuance review 
The Principles require post-issuance review commitments including the type of post-issuance third-party verification, periodicity and how this 
will be made available to key stakeholders. Our opinion describes whether the documentation is aligned or not aligned with these 
requirements. Please note, our second party opinion is not itself a post-issuance review. 

 

✔ Eaton’s Sustainability-Linked Bond Framework is aligned with this component of the SLBP. 
 

 

Eaton commits to having an external independent provider of at least limited assurance services verify its 
performance of the KPI annually until it has achieved the SPT. Following a target observation date, the 
company will publish a verification assurance certificate on its investor relations website. Eaton will report 
any adjustments to the SPT in the annual sustainability-linked bond report, which will be accompanied by a 
verification statement from an independent qualified external reviewer.   
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Mapping To The U.N.'s Sustainable Development Goals 
The Sustainable Development Goals (SDGs), which the United Nations (U.N.) set up in 2015, form an agenda 
for achieving sustainable development by 2030. 

Eaton’s Sustainability-Linked Bond Framework intends to contribute to the following SDGs: 

 

KPI SDGs 

Absolute GHG emissions from 
operations – scope 1 and 2 (metric tons 
CO2e) 

 

9. Industry, 
innovation and 
infrastructure 

 

 

11. Sustainable cities 
and communities 

 

 

12. Responsible 
consumption and 

production 

 

 

13. Climate action 

 

§The KPI is likely to contribute to the SDGs. 
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