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Environmental, Social, And Governance Evaluation 

TenneT Holding B.V. 
Summary 
TenneT Holding B.V. is a European electricity transmission system operator (TSO) 
serving for over 42 million end users in the Netherlands and Germany through about 
24,000 kilometers (km) of high-voltage transmission lines. The Autoriteit Consument 
& Markt (ACM) in the Netherlands and the Bundesnetzagentur (BNetzA) in Germany 
monitor the company’s activities. TenneT generated annual revenue of about €5 
billion and EBITDA of €2.4 billion in 2020, with limited nonregulated activities (less 
than 5% of EBITDA). Its asset book value totals €27.3 billion. Because of the energy 
transition in the Netherlands and Germany, TenneT is going through a significant 
regulated capital expenditure (capex) plan to connect renewable generation 
capacities to the high and extra-high voltage grid and extend long-distance transport 
capabilities. 

TenneT’s ESG Evaluation of 84 reflects our view of the company’s position as an 
enabler of the energy transition in the Netherlands and Germany, as well as its 
leadership in preparing for Europe's electricity needs. TenneT’s nature inclusive 
designs demonstrate to us that it is at the cutting edge of minimizing its 
environmental impacts. Its high grid reliability and smooth community stakeholder 
engagement, even during the pandemic thanks to advanced interactive technology, 
continue to support its social license to operate. Furthermore, TenneT stands out 
from peers by its ability to attract diverse talent by age and gender. We view favorably 
the company's governance, with many strengths including effective oversight on its 
large capex program. Finally, we believe its strategy and values align with 
sustainability principles.  
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ESG Profile Score 

79 /100 

 Preparedness Opinion 
(Scoring Impact)  

Strong (+ 5) 

  

 ESG Evaluation 

 
84/100 

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

0 20 40 60 80 100

E

S

G



 TenneT Holding B.V. 
 

S&P Global Ratings  |  Environmental, Social, and Governance (ESG) Evaluation   This product is not a credit rating Jul. 06, 2021 2 

 

Component Scores 

Environmental Profile   Social Profile  Governance Profile 

Sector/Region Score 41/50  Sector/Region Score 30/50  Sector/Region Score 35/35 

           

 
 Greenhouse 

gas emissions 
Strong  

 
 Workforce and 

diversity  
Strong  

 
 Structure and 

oversight  
Strong 

 
 Waste and 

pollution 
Good  

 
 Safety 

management 
Strong  

 
 Code and values Strong 

 
 Water use Good  

 
 Customer 

engagement  
Good  

 
 Transparency 

and reporting 
Strong 

 
 Land use and 

biodiversity 
Strong  

 
 Communities Strong  

 
 Financial and 

operational risks 
Neutral 

 
 General factors 

(optional) 
None  

 
 General factors 

(optional) 
2  

 
 General factors 

(optional) 
None 

           

Entity-Specific Score 37/50  Entity-Specific Score 39/50  Entity-Specific Score 52/65 

E-Profile (30%) 78/100  S-Profile (30%) 69/100  G-Profile (40%) 87/100 

     

  ESG Profile (including any adjustments)  79/100 

     

Preparedness Summary    

TenneT plays a pivotal role in the feasibility of Europe’s energy transition and 
interconnectivity. The company’s strategic focus is to balance enabling Europe’s 
transition to sustainable energy against affordable cost of electricity--while 
maintaining security of supply at all times throughout the entire network. We believe 
TenneT is well positioned to deliver on its strategy and navigate potential disruptions 
owing to its advanced scenario planning, strategic partnerships, and participation in 
critical working groups on regulation.  

 

Capabilities  

Awareness Excellent 

Assessment Excellent 

Action plan Excellent 

Embeddedness  

Culture Good 

Decision-making Good 

 

Preparedness Opinion (Scoring Impact)  Strong (+ 5) 

 

 

 

ESG Evaluation 

 

84/100   

  

Note: Figures are subject to rounding.
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Environmental Profile   78/100 
Sector/Region Score (41/50) 

TenneT operates in the electric transmission grid in the Netherlands and Germany. Electric 
transmission networks are highly exposed to the energy transition primarily due to toughening 
greenhouse gas (GHG) regulations globally and in Europe in particular, and to their infrastructure 
assets’ impact on biodiversity. 

 

Entity-Specific Score (37/50) 
Note: Figures are subject to rounding. 

 
 

 
 

 
 

 
 

 
 

Greenhouse gas 
emissions 

 
Waste and 
pollution 

 Water use  
Land use and 
biodiversity 

 General factors  

Strong  Good  Good  Strong  None  
 

TenneT’s GHG emissions are lower than those of peers, and its core capex program, which connects 
renewables to the European grid, benefits climate mitigation goals beyond its reported emissions.  
In addition, we view the company's target to be fully climate neutral as per its reported GHG emissions 
by 2025 as the most ambitious among peers. However, some network (energy) loss is inevitable and are 
increasing with TenneT’s network expansion to accommodate the electrification of other sectors, and 
with the integration of further decentralized and intermittent electricity generation. Currently, network 
losses are covered by regulatory-mandated, market-oriented, nondiscriminatory electricity 
procurement. Therefore, TSOs have no influence on related GHG emissions. TenneT seeks to mitigate 
grid loss related emissions through the purchase of guarantees of origins (renewable energy attribute 
certificates). We view this as a positive sign of TenneT’s commitment to sustainable operations since 
TSOs do not have a monetary incentive to do so. Finally, we view positively that TenneT tracks its 
emissions of potent greenhouse gas SF6 and has targets to decrease its leakage and usage. 

We view TenneT’s land use and biodiversity approach as stronger than industry practices, albeit 
with a limited track record. The company has defined and started tracking for biodiversity, and we 
view its processes for this as stronger than that of peers. It integrates or adds measures to the design 
of its assets to create or improve suitable habitat for native species (nature-inclusive design [NID]) in 
cooperation with various nongovernmental organizations. Specifically, for its offshore assets, TenneT 
has identified seven NID measures, including artificial reefs, fish hotels, and ecological crossings to 
restore North Sea habitats at substation platforms. The group includes these measures in its 
tendering and investment process, for which pilot projects started in 2020. Successful measures are to 
become standard throughout TenneT’s offshore grid by 2030.  

The group’s tracking of waste is emerging, but overall waste is well managed. We positively view 
TenneT’s diligent approach by means of obtaining information on the SF6 alternatives materials used 
from suppliers as part of the tendering process. TenneT will use 2020 as the base year to track targets 
to reduce nonrecyclable waste and virgin copper use by 25% by 2025. TenneT clearly differentiates 
itself from peers in being the first globally to use innovative and fully recyclable plastic-insulated 525 
kilovolt underground cables for two high-voltage, direct current long-distance corridors connecting 
Germany’s north with the south. However, oil leakage from cables remains an environmental risk and 
the company did not meet its 2020 leakage target. 
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Social Profile   69/100 
Sector/Region Score (30/50) 
The most material social risk for electric grid operators is providing affordable security of 
supply. Reliability, affordability, and accessibility can affect regulatory compliance, company 
reputation, and customer satisfaction. Community relations can also be material, especially 
for grid expansion. Safety is generally well managed, but events can have reputational effects. 
Aging talent, skilled staff shortages, and potential strikes also pose risk to the sector. 

 

Entity-Specific Score (39/50) 
Note: Figures are subject to rounding. 
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Safety  

management 
 

Customer 
engagement 

 Communities  General factors  

Strong  Strong  Good  Strong  2  
 

TenneT’s grid reliability is among the highest globally, guaranteeing security of supply for over 
42 million end-users. While the network operation’s complexity is increasing with growing 
intermittent electric generation, electrification of further sectors, and interconnectivity between 
balancing zones, the group's grid availability is a global benchmark and has been at above 
99.99% since 2016. This has been while TenneT is facing heightened challenge of integrating the 
bulk of the EU’s offshore wind capacity into its grid and the long-distance transport to the 
industrial centers of consumption in Germany's south.  

TenneT’s recent initiatives and progress on building a talent pipeline and promoting employee 
welfare initiatives, combined with an overall improving gender diversity at all levels of the 
organization, support its strong workforce management. In addition, the company has 
established good policies on its workforce, with clear targets on improving gender diversity, in line 
with peers. We view the speed of recent improved gender diversity in management positions, to 
23% in 2020 from 16% 2018, as better than most peers despite its overall low workforce turnover 
that could slow demographic shifts. 

We maintain our view of TenneT’s strong safety management despite two contractor fatalities 
in 2020. The group’s extensive network investments necessitate an extraordinary amount of work 
in high-risk environments, and injuries rates remained stable over the past five years including 
contractors. We continue to see the company's safety culture and policies as supportive, seeking 
to learn and improve from each incident and work with contractors.  

Intensive local community management is crucial for successful progress of TenneT’s vast 
onshore network expansion, which we consider a company strength. TenneT supports the 
planning of larger infrastructure (such as Suedlink and Suedostlink) with public consultation. Its 
efforts to raise acceptance typically rely on face-to-face stakeholder meetings with many local 
communities and the use of underground cables where possible (about 20% of TenneT’s grid is 
underground). During the pandemic, the group effectively transitioned to online stakeholder 
dialogues, supported by its own advanced visualization capabilities gained through a decade-long 
experience with interactive 3D models of critical infrastructure.  
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Governance Profile   87/100 
Sector/Region Score (35/35) 
TenneT is a fully state-owned and controlled company headquartered in the Netherlands, with 
operations in the Netherlands (about 25% of EBITDA) and Germany (about 75%). Both 
countries exhibit strong institutional effectiveness and rule of law. The Netherlands' robust 
governance standards follow the stakeholder, not just shareholder, model and focuses on 
long-term sustainability. 

 

Entity-Specific Score (52/65) 
Note: Figures are subject to rounding. 

 
 

 
 

 
 

 
 

 
 

Structure and 
oversight 

 
Code and  

values 
 

Transparency 
and reporting 

 
Financial and 

operational 
risks 

 General factors  

Strong  Strong  Strong  Neutral  None  
 

TenneT’s supervisory board members come from a diverse background of industry, finance, 
and audit, which we believe provides effective oversight. The company's sole shareholder is the 
Dutch government, which we view as supporting governance oversight, owing to enhanced 
scrutiny of its operational performance and capex management. TenneT’s fully independent 
board is highly engaged, with high attendance (greater than 94% since 2015- including board 
committee attendance). We view favorably its continued success at attracting women resulting in 
strong gender balance (three of the five members in 2020 were women), ahead of regional and 
industry peers as well as its own targets. We positively recognize the atypical Strategic 
Investment Committee that TenneT uses to ensure effective oversight on its extensive capex plan. 
In our view, the company demonstrates effective succession planning, historically for the 
transition of new CEO in 2018, which we expect to continue for its new chief financial officer.  

TenneT’s code and values are well integrated throughout the organization and in its incentive 
structures. The company’s mission statement includes a commitment to the energy transition, 
affordable network expansion, and maintaining security of supply. TenneT reflects its values in its 
financing activities and has around €12 billion in green debt outstanding and over €3 billion in a 
sustainability-linked revolving credit facility. Furthermore, the CEO-to-median-employee 
remuneration is globally very low (5.6x in 2020) and indicates a balanced overall incentive 
structure. The recent revision to remunerate executives on fixed pay, removing bonuses, which 
the Dutch government has applied to all its state-owned businesses, does not detrimentally 
affect our overall opinion. Other strengths include its comprehensive code of conduct, stand-
alone whistleblowing policy with separately managed portal, and disclosures of breaches. 

TenneT’s financial and nonfinancial reporting practices exceed industry standards and 
requirements with a comprehensive, detailed, and consistent level of financial and 
sustainability indicators disclosed. TenneT has stronger regulatory requirements than most 
companies because it is required to justify how capex are spent to the regulator. Many of its 
additional disclosures are voluntary and, in our view, comprehensive with sustainability data 
assured by third parties. Its green financing also comes with stronger transparency reporting 
requirements, which we feel is supportive of strong disclosures.  
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Preparedness Opinion   Strong  
(+ 5) 

 

Preparedness Low Emerging Adequate Strong Best in class 

TenneT’s strong preparedness reflects its early moves in the energy transition, which led to 
highly valuable institutional knowhow that the group shares with stakeholders. As per its size 
and position in Central Europe, the company takes on a pivotal role in advancing and making more 
feasible Europe’s energy transition and interconnectivity. Its strategic focus is to balance enabling 
Europe’s transition to sustainable energy against affordable electricity--while maintaining 
security of supply throughout the network. The execution of its large capex program focused 
entirely on energy transition is closely monitored and aimed at delivering on its strategy.  

TenneT plays a pivotal role in facilitating Europe’s energy transition to the continent’s carbon 
neutrality by 2050, that is via connecting renewable generation and its long-distance transport 
within and across balancing zones. Among European TSOs, TenneT is shouldering the lion's 
share in connecting EU offshore wind farms (more than 7 gigawatts [GW] capacity of 12 GW total) 
and expanding the crucial long-distance North-South onshore transport capacities in Germany. 
Significant capex spending is driving TenneT’s regulated asset base (RAB) growth, which we 
expect to accelerate with Europe’s target to reach 300 GW in offshore wind capacity by 2050. 
Although less prone to climate change-related challenges from wildfires, storms, hurricanes, and 
tornadoes compared to those in North America, European networks are nonetheless exposed to 
heatwaves and cold waves, a risk the group has well identified.  

TenneT’s state-owned status mitigates conflicts of interest, which encourages collaboration 
across entities, including governments and companies. Stakeholders are more inclined to 
openly discuss risks and opportunities with TenneT. We believe this broadens its awareness of 
risks that could affect its strategy to enable the European energy transition. The group's long-
term risk anticipation is further supported by advanced scenario modelling beyond the typical 10-
year investment plan horizon as well as piloting innovative grid solutions in collaboration among 
others with DSOs, other TSOs, NGOs and policy makers. For example, TenneT advocates the 
benefits of market-based investment incentives to support the most cost-effective technologies 
for grid reliability. In addition, before network expansion, TenneT promotes increased cooperation 
between distribution system operators (DSOs) to unlock flexibility at local decentralized levels 
and via cross-zonal cooperation between European TSOs--to avoid overinvestment in the long 
term. The board’s engagement in these discussions supports its decision-making and 
preparedness, as well as TenneT’s educating and lobbying activity. Meanwhile, the company 
communicates with regulators its institutional knowledge in these matters. We believe these 
actions reinforce the group's preparedness to avoid disruption from poor regulation, one of the 
potential risks to strategic execution on energy transition objectives. 

TenneT’s recent appointment of the former head of corporate social responsibility to head of 
strategy will further embed environmental and social principles across its organization, in our 
view. Its strategy still depends on more collaboration with new partners and we view the company 
to have demonstrated that this fits within its culture. TenneT works with many partners for 
example with the Research Development and Innovation (RDI) Committee by ENTSO-E (the 
electricity TSO industry organization for Europe) to coordinate RDI activities and share knowledge 
for Europe to achieve the goals set under the EU Clean Energy Package. TenneT has also used 
other small groups to innovate together--North Sea Island for example. We expect the company’s 
strength of forming collaborations will enable it to find strategic partners for sector coupling (e.g. 
green hydrogen) and other potential technological opportunities it may identify. The nature-
inclusive design innovations and long-term targets support the long-term preparedness and 
demonstrate TenneT’s understanding of sustainability issues, in our view.  
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Sector And Region Risk 

Primary sector(s) Utility Networks 

Primary operating region(s) 
Germany 

Netherlands 

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 
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focus on labor-relations management to avoid labor disruptions and related costs. Given that 
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  

Germany 

Germany has strong institutional and governance effectiveness, with much transparency and 
accountability. Rule of law is strong, the judiciary is independent, and corruption is viewed as a 
minor issue. Germany has a moderate amount of ESG regulation. While Deutsche Börse AG does 
not require ESG reporting as a listing rule, companies of over 500 employees are implementing the 
EU Non-Financial Reporting Directive's recommendations, which mandate the disclosure of ESG 
data like diversity and pay ratios. The German Corporate Governance Code (Kodex) is the 
reference document for Germany's best practices and works on a comply-or-explain basis. A new 
version of the Kodex came into effect on Jan. 1, 2020 when the EU Shareholder Rights Directive II 
was transposed into German law. Notable improvements include recommendations on board 
independence, as well as board oversight of related party transactions and executive pay. While 
the recommendations are less specific than most European codes, companies exhibit strong 
governance practices. Companies are typically governed by a two-tier board system: a 
management board of executives, which is overseen by a supervisory board comprising non-
executives including shareholder and employee or labor union representatives. While not world-
leading, there are corporate disclosure requirements for selected ESG aspects and both 
occupational pension funds and insurers must state whether and how they account for ESG 
considerations when managing pension fund assets under their control. 

Netherlands 

The Netherlands has strong institutional effectiveness and rule of law. It has a very active pension 
fund industry that has been a leader in sustainable investing and stewardship, creating an 
advanced ecosystem for sustainable finance. In terms of reporting, companies of over 500 
employees are implementing the EU Non-Financial Reporting Directive, which mandates 
disclosing ESG (including diversity) risk. Compared to other European countries, the Netherlands 
has more dispersed ownership structures with few controlled listed companies. The Frijns 
Committee (Corporate Governance Code Monitoring Committee) publishes the Dutch Corporate 
Governance Code, last edited in 2017. The code follows the stakeholder model and focuses on 
long-term sustainability. There is high compliance with the code's recommendations. Equally, the 
new Dutch Stewardship Code, went into effect January 2019, considers all stakeholders' 
interests, not just shareholders'. In February 2019, the government completed a consultation 
period on a bill proposal to implement a 250-day thinking period for boards. The proposal, which 
could be an anti-takeover mechanism, raised concerns about shareholder rights because it would 
give the supervisory board 250 days if shareholders submit a proposal to appoint or remove a 
director, or if there's a takeover bid. Shareholder rights provisions are otherwise strong, including 
a binding vote on executive remuneration. 
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