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Transition Plan

Our business model
Melrose Industries PLC (“Melrose”, the 
“Company”, the “Group” or “we”) and our 
business units (“businesses” or “divisions”) 
are pleased to publish our first Climate 
Transition Plan. 

This Plan aims to provide our stakeholders 
with clarity around the actions we intend to 
take in the transition to a Net Zero economy, 
and how we plan to execute on our short and 
medium-term emissions reduction targets to 
achieve Net Zero across the Group by 2050. 

The success of our “Buy, Improve, Sell” 
business model relies on buying high-quality 
industrial businesses that are 
underperforming their potential, but which 
have established positions in markets that 
can be among the most difficult to 
decarbonise. Within the “Improve” stage of 
our ownership model, we focus on building 
them into new, better businesses that are 
positioned to prosper over the longer-term. 

This requires us to integrate our core 
sustainability principles and our Group 
climate commitments into our businesses’ 
strategic agendas. 

In line with our decentralised structure, we 
provide our businesses with the investment 
and resources to ensure that they each 
develop and execute on their respective 
sustainability and climate strategies. Our 
businesses are encouraged to prioritise 
climate-focused projects in alignment with 
their operational, market and sectoral 
environments throughout our ownership 
period and beyond.

1.Intro
d

uctio
n

Our objectives
Given the dynamic nature of our Group composition and the 
transitionary nature of the sectors in which our businesses operate, 
we have a corporate social responsibility to drive change among 
our businesses towards accelerating the transition to a lower 
carbon economy.

Overview

          We build our businesses’ 
resources and capabilities, to enable 
them to pursue commercially attuned 
sustainability improvement initiatives that 
can continue beyond our ownership. 
With that in mind, we provide the 
strategic focus and investment to 
improve our businesses’ sustainability, 
governance and overall performance, 
and their broader stakeholder value.  

Emissions

Achieve Net Zero GHG 
Emissions by 2050. This 
includes reducing CO2e/
£m revenue by 20% on 
average for Scope 1 and 
2 emissions across our 
businesses by 2025 and 
40% by 2030.

Renewable electricity

Source 50% of our 
electricity from 
renewable sources by 
2025 and 75% by 2030. 

Low-carbon R&D 

Achieve 50% of total 
R&D expenditure on 
climate-related R&D 
per year to contribute 
to the decarbonisation 
of the sectors in which 
our businesses 
operate by 2025, 75% 
by 2030 and 100% by 
2040.

Products contributing 
to sectoral 
decarbonisation 

Achieve 50% of new 
products contributing 
to the decarbonisation 
of the sectors in which 
our businesses 
operate by 2025,  
75% by 2030 and 
100% by 2040.

          We always seek to help enhance the 
baseline intensity of our businesses’ 
emissions within our limited period of 
ownership in line with our business model. 
We must therefore align our actions with the 
dynamic nature of our portfolio to ensure 
that our targets and commitments can 
remain relevant if and when the Group 
composition changes from time to time.

Our businesses represent almost all of our Group carbon 
footprint. The main metric we use to assess performance for our 
Net Zero commitment is carbon intensity by turnover, which 
enables us to track the carbon intensity of our businesses 
alongside their financial and operational performance. 

When setting the parameters for our medium and long-term 
targets and objectives, we took into account the differences 
among our businesses, and our distinct “Buy, Improve, Sell” 
business model. Our Group environmental targets and 
commitments apply to all of our businesses during our ownership 
and with their longer-term performance in mind.
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Introduction

Waste

Divert 95% of our 
waste from landfill by 
2025 and 100% by 
2030.

Water 

Achieve a 25% 
reduction in water 
withdrawal intensity 
by 2030

Introduction

50% 50% 75% 

95% 40% 25%
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In line with our “Buy, Improve, Sell” 
model, we view the management of 
climate-related risks and opportunities 
through the lens of protecting and 
enhancing the value of our businesses 
and their impact on the environment. The 
manufacturing and industrial businesses 
that we acquire often operate in sectors 
that are some of the most difficult to 
decarbonise. By the very nature of our 
business model, we provide the focus and 
investment that our businesses need to 
pursue significant financial returns and 
sustainability improvements. 

Climate-focused investments

We invest in our businesses to bolster 
their R&D capabilities and enable them 
to make sustainable and safe products 
that contribute to a low carbon 
economy. We refocus them on helping 
their customers and wider industries to 
transition to a Net Zero economy in a 
targeted and profitable manner, and 
enable them to champion the interests, 
safety and skills development of their 
employees, and among their supply 
chains. 

Robust ethics and governance   

We instil strong ethical values and high 
governance standards, as enshrined 
within our Group Code of Ethics and 
Group policies. The implementation of 
those principles is supported by regular 
monitoring of the divisional legal, risk 
and compliance teams by the Melrose 
senior management team and regular 
reporting of material incidents to the 
Audit Committee. Best practice is 
supported throughout the Group 
through training and internal controls, 
robust risk management, review and 
governance structures.

Integrating our Transition Plan 
within our overarching business 
strategy “Buy, Improve, Sell”

At a Group level, our sustainability 
performance against our targets and our 
external ESG ratings will fluctuate over 
time as we acquire new businesses in 
need of improvement and sell businesses 
that we have improved. 

Below is a summary of certain key limbs 
to our sustainability improvement 
strategy, aligned with our Group 
objectives and targets, and our business 
model. 

1. Intro
d

uctio
n

Strong sustainability targets  

We work with our businesses to set 
meaningful sustainability targets, 
alongside financial and operational 
metrics, and provide the investment to 
achieve them. We set a positive 
example for our businesses and 
provide them with a platform to benefit 
from the Group best practices and 
accelerate the pace of change within 
their organisations. 
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Contributing 
to a Net Zero 
economy
This section outlines our approach to reducing our 
impact on the climate and contributing to a just 
transition to a Net Zero economy by 2050. For 
each initiative we specify the timebound goals, the 
responsible people, the strategic plans supporting 
the necessary actions points, addressing the 
challenges faced, and setting out the metrics used 
to measure progress.

Integrating our Net Zero economy goals with our 
“Buy, Improve, Sell” strategy

Our ambition is to ensure we are maximising 
our impact on the real economy transition 
through the opportunity to transform the 
businesses that operate in transitionary 
sectors. Our goal is to measure the climate 
impact, and improve it during our ownership 
period, making our businesses more robust 
and resilient to climate change, and positive 
contributors to their sectors, by the time they 
exit the Group.  

In a rapidly evolving landscape of continually 
increasing ESG expectations from 
stakeholders, and in the context of mature 
industrial businesses that are often 
underperforming their potential, there can be 
certain difficulty in quantifying their 
sustainability performance at point of 
acquisition and then comparing this to the 
progress made at point of sale. With our 
acquisition approach primarily focused on 

businesses which operate in sectors that are 
among the hardest to decarbonise, and given 
our inherently limited ownership period in line 
with our “Buy, Improve, Sell” model, we take 
strong actions upon acquiring new 
businesses to drive them to measure their 
impact more robustly, so we can track their 
progress against our Group targets and our 
Net Zero commitment. 

Committed to 
Net Zero by
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Review sustainability metrics 
immediately post-acquisition

The businesses that we acquire may be 
underperforming their potential, which 
can be from an operational, financial, 
commercial and/or sustainability 
perspective. However, with our core 
business objective to “Improve” those 
businesses, we view investing in carbon 
intensive sectors as an opportunity 
to affect more positive change. We 
therefore do not view initial sustainability 
underperformance as an explicit barrier to 
an acquisition albeit a relevant risk factor. 

We consider the review of publicly 
available and, where possible, internal 
information on a company’s sustainability 
credentials prior to acquisition (for 
example, formal energy and carbon 
disclosures and the understanding of 
climate risks amongst any other relevant 
available documentation). Having built 
and formalised our own sustainability 
reporting infrastructure at a Group level, 
we intend to implement post-acquisition 
sustainability review procedures to identify 
key improvement actions within the first 
quarter of holding a new business.

Set out expectations for 
improvement at point of 
acquisition 

Ambitious but realistic plans need to be 
made from the start of our ownership 
period to encourage new businesses 
to immediately subscribe to delivering 
on the Group sustainability targets, 
and to achieve this, the Melrose senior 
management team works closely with 
each new business to conjure strong 
alignment. 

Within the first full year of ownership, 
we implement our Group governance 
framework in line with the standards of 
our Group Code of Ethics, and ensure 
the adoption of our Sustainability policies 
by each newly acquired business. Each 
business is required to comply with the 
policies throughout their organisation, 
operations and supply chains. They 
are required to conduct business with 
integrity and in a responsible, ethical 
and sustainable manner. Our Group 
Sustainability targets are communicated 
to the new businesses shortly after 
acquisition and they are encouraged and 
supported towards aligning their own 
sustainability ambitions with our pathway. 

Ensure minimum sustainability 
standards at point of sale

One of Melrose’s overarching objectives 
is to equip the businesses we acquire 
with sustainability capabilities and 
strong targets to drive their long-term 
sustainability strategy and performance 
beyond sale. 

Our Group sustainability targets serve as 
a framework for driving and measuring 
longevity and credibility in our businesses’ 
sustainability performance over time. This 
analysis feeds into the Group decision 
making on whether it is the right time, 
commercially and strategically, to sell 
a business for the next stage of its 
development. 

Click here to find out more

Expected impact on our contribution 
to Net Zero

Through focused integration of sustainability into our 
businesses’ strategic agendas from early in our 
ownership, we indirectly contribute to the decarbonisation 
of their sectors and enable responsible, forward-looking 
actions that are necessary to achieve Net Zero. This 
impacts our businesses’ customers as we, through our 
investment, encourage them to focus on developing and 
providing low carbon solutions for their respective 
markets. 

At the same time, while continuing to benefit our 
businesses’ operational and sustainability success, our 
“Sell” strategy specifically considers building a minimum 
sustainability maturity with a view to positively impact the 
valuation of the businesses for their future owners and 
investors.
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https://www.melroseplc.net/sustainability/our-sustainable-improvement-strategy/our-targets-and-commitments/
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Improve Scope 3 data quality 

We continuously enhance our emissions data collection and reporting to be 
able to monitor progress in the delivery of our Transition Plan and report on 
our performance annually in our sustainability and climate-related financial 
disclosures, and via third-party platforms such as the Carbon Disclosure 
Project (CDP) where we seek to improve our Scope 3 data in particular.  

To be able to expand our Group targets to include Scope 3 emissions, we 
must first assist the businesses to improve the quality and reporting of their 
Scope 3 data. We start by focusing on the most material and impactful 
categories for the industries in which our businesses operate, such as 
Purchased Goods and Services, and Capital Goods. 

In 2022, Melrose joined the CDP Supply Chain Engagement programme, to 
set up an automated supplier engagement platform intended to capture our 
businesses’ suppliers’ data and enable efficient tracking of their suppliers’ 
alignment to Net Zero. For more details on the progress and goals of our 
Group supplier engagement programme, which drives the action across the 
businesses, please see the ‘Engagement with our value chain’ section below.

Improve energy efficiency 

In order to reduce Group emissions intensity in the short to 
medium-term, we have set specific targets for emissions sources 
in order to focus the businesses’ attention in these areas. By 
2025 we aim to source 50% of electricity from renewables and 
reach 75% by 2030.  

Our businesses’ progress against these specific targets is 
regularly monitored by the Melrose senior management team to 
ensure alignment with the Group ambition to seize climate-related 
opportunities such as improved energy efficiency and increased 
use of energy sources that emit low or no GHG emissions. 
We believe that these actions at a Group level will best 
leverage our influence on the businesses that we own, 
encouraging appropriate financial planning to support effective 
decarbonisation actions. Examples of our businesses’ 
decarbonisation initiatives are provided in our annual 
Sustainability Report.

Click here to find out more

2.C
o

ntrib
uting

 to
 a N

et Z
ero

 eco
no

m
y

          Through investing in businesses within 
traditionally carbon-intensive industries, we 
indirectly support the decarbonisation of 
high-carbon impact companies, meaning 
Melrose is continually targeting areas of the 
economy that are critically in need of 
sustainable reform.
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Our decarbonisation 
pathway 
Our overarching decarbonisation ambition is to achieve 
Net Zero greenhouse gas emissions by 2050.        
In order to ensure this long-term target is met, we have 
set milestone targets to achieve reduction of our global 
Scope 1 and Scope 2 emissions intensity (CO2e/£m 
revenue) by 20% on average across the businesses by 
2025. In the medium-term, we aim to reduce emissions 
intensity by 40% by 2030. 

https://www.melroseplc.net/sustainability/data-reports-and-policies/
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Engagement with 
our value chain 

Our Group ambition is to enable our 
businesses to influence best practice 
behaviours across their supply chains, 
and therefore accelerate the Net Zero 
transition for not only themselves but 
also the surrounding environments in 
which they operate. We aim to achieve 
this through the Group-wide supplier 
engagement which drives our businesses 
to improve their understanding of their 
primary suppliers’ climate credentials and 
ultimately, improve their Scope 3 carbon 
footprints. 

There is a greater challenge in the short-
term of achieving the desired level of 
engagement from suppliers, and in the 
first instance building an accurate picture 
of where more focused engagement 
is needed. 

We recognise the importance of Scope 3 
emissions in the upstream value chain 
generated by the suppliers of our 
businesses. We therefore encourage our 
businesses to continually work with 
suppliers to find opportunities for GHG 
reductions in their operations.

In the medium-term, there is the ongoing 
challenge and cost associated with 
facilitating our businesses’ suppliers’ 
efforts to improve their performance and 
transparency and reach their own 
Net Zero goals.

Following consistent communication with 
our businesses’ most material suppliers 
throughout 2022, the Group has achieved 
an engagement rate of over 50% among 
the contacted suppliers, which represent 
the major procurement spend across 
our businesses, and will continue to 
expand the breadth of suppliers that we 
engage with. This ongoing programme 
will increase the overall decarbonisation 
efforts for our businesses, across the 
sectors in which they operate and beyond 
their value chains.
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Target suppliers with no or poor 
data and collaborate with mature 
suppliers

Having participated in the CDP Supply 
Chain Engagement voluntary disclosure 
programme for the first time in 2022, we 
realise that a number of suppliers that we 
contacted did not provide a response in 
this first round of engagement. The data 
that we received from the responding 
suppliers was valuable for improving our 
understanding of our Group 
Scope 3 carbon footprint. It also 
contributed to informing our analysis 
towards setting a Group Scope 3 
emissions reduction target, and our 
businesses assessing their own supplier 
KPIs as relevant. The key focus in the 
short-term with suppliers who are at 
the beginning of their climate journey, 
is for our businesses to engage with 
them to encourage enhancement of their 
reporting and transparency. For mature 
suppliers, our businesses are encouraged 
to collaborate with them around relevant 
opportunities to support carbon 
emissions reduction. 

Promote good supply chain 
governance

In 2022, the Board approved our inaugural 
Group Supply Chain policy. Each business 
is expected to establish a “culture” of 
compliance with this policy with each 
executive team taking direct responsibility 
for ensuring its effective transmission and 
onward implementation, with support from 
the Melrose senior management team. 

The policy itself sets minimum standards 
for suppliers in the areas such as energy 
use, emissions reduction targets, adoption 
of low carbon energy sources, water 
stewardship, biodiversity, waste reduction 
and resource use. The Melrose senior 
management team regularly conducts 
internal training sessions with the 
Group businesses to drive engagement 
with suppliers, to encourage supplier 
sustainability assessments, and to foster 
collaborative engagement going forward.
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Net Zero 

Net Zero Economy
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Engagement with 
government, public 
sector, and civil society

Our approach to wider stakeholder 
engagement relies upon supporting the 
Executive Management Team of each 
business in ensuring the right knowledge 
and skillsets are in place to be engaging 
effectively with government, public sector 
and civil society on climate. There is the 
challenge of not having full control over 
the choices of our businesses’ customers, 
and dependency on governments to 
establish the right incentives which 
would drive customer behaviour through 
appropriate policy frameworks. 

Continued engagement 
and influence on policy can 
unlock new climate-related 
opportunities for our 
businesses and their 
broader markets. 
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GKN Aerospace’s contribution to the 
first experimental electric aircraft, which 
boasts zero tail pipe emissions, and its 
engagement in refining the configuration 
of the aircraft certification standard, are 
some of the great ongoing examples of 
our businesses’ impact on their sectors 
at large. 

Such success has reinforced GKN 
Aerospace’s position towards becoming 
an industry leader in developing and 
delivering tailored solutions for the 
sustainable aviation market.

Our businesses are also encouraged 
to undertake direct and proactive 
engagement with their respective leading 
industry groups. For example, GKN 
Aerospace has taken leading roles within 
the Aerospace Growth Partnership, ADS 
and the Jet Zero Council, as part of their 
commitment to drive its sector towards 
zero-emissions air travel. 

These and other efforts by our 
businesses help maximise the Group’s 
overall impact on some of the industries 
that are among the most difficult to 
decarbonise, and to explore potential 
industry collaboration opportunities to 
accelerate progress towards Net Zero  
by 2050.

Net Zero Economy
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Governance

Roles and responsibility 

The Board of Directors supported by the 
Melrose senior management team, has 
oversight of this Transition Plan and 
broader climate-related strategy through 
robust accountability mechanisms that 
are integrated across the existing Group 
committee, senior management and 
business level management structures. 

Appendix 1 to this Transition Plan summarises our Group 
governance framework, which enables the delivery of our 
sustainability targets, the implementation of the overarching 
Group sustainability strategy within each business, as agreed by 
each Executive Management Team and overseen by Melrose, 
and ultimately, the delivery of this Plan. 

The role of the Board

The Board’s responsibility includes the 
approval of our Group climate-related 
targets in line with the Task Force on 
Climate-Related Financial Disclosures 
(TCFD) recommendations and monitoring 
of overall Group performance towards 
achieving them. The Board also approves 
and oversees this Transition Plan. 
Our view is that climate change is best 

addressed as a collective responsibility 
of the full Board, rather than delegated 
to a single Board member. Our Transition 
Plan is subject to robust governance and 
our Board has ultimate oversight over 
our strategy, controls and performance. 
The Melrose senior management 
team is responsible for setting Group 
sustainability and climate targets, 
including in respect of Scopes 1 and 2 
emissions reduction, share of renewable 

electricity sources, and investment in low 
carbon R&D and new products.
The Board receives quarterly updates 
on key sustainability and climate-related 
matters that impact the sectors in which 
the Group’s businesses operate, and on 
the specific measures that need to be 
implemented to improve their carbon 
footprint. 

3. G
o

vernance

The Melrose senior management 
team

The Melrose senior management team 
oversees the Group’s Sustainability 
function and engages regularly with 
the CEOs and sustainability leads of 
each business to monitor quarterly 
and annual progress against the 
Group targets. Throughout our 
ownership, Melrose sets expectations 
to ensure there is appropriate 
governance of climate risks at 
divisional level, oversees and requires 
the effective alignment of their 
operations with the Group 
climate targets.

The Divisional Executive Management 
and Sustainability teams

We believe that the tactical implementation 
of climate-related actions and initiatives is 
most effective at the individual business 
level, where direct impact can be made 
within their distinct business strategies and 
sectoral contexts. As such, each business’s 
CEO and Executive Management Team are 
accountable for reducing negative impact 
on climate within their operations and 
among suppliers.

Divisional Executive Management Teams 
present regularly, at least quarterly, their 
executive sustainability and climate 
strategies and updates to the Melrose 
senior management team and the 
executive directors of the Board who 
regularly consider climate-related issues 
when reviewing and guiding strategy and 
overseeing major capital expenditures. 

The Melrose senior management team 
works closely with each business’s 
sustainability team to identify and 
assess strategic KPIs and targets 
including for energy use and emissions 
reduction, aiming to improve their 
performance and enhance sustainability 
reporting, alongside financial and 
operational metrics. 

Climate-related risks and opportunities, 
as well as relevant ongoing 
sustainability projects, are discussed 
regularly amongst the Melrose 
senior management team to inform 
the strategies that are chosen for 
addressing the identified risks and 
seizing the feasible opportunities.
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3. G
o

vernance

Climate risk assessment 
at Group and divisional 
levels
Climate-related risks relevant to the Group and its 
businesses were formally identified as part of our 
climate scenario analysis in 2021 and are reassessed 
for continued relevance as part of the bi-annual risk 
register reviews. The Group’s overall climate risk 
comprises four transition risks (technology, market, 
carbon pricing and regulations and reputation) and 
three physical risks (property, supply chain and 
production). At the time of our 2021 climate scenario 
analysis, our businesses’ exposure to physical 
risks was low in both low and high carbon climate 
scenarios, while the transition risks by contrast were 
on average more prevalent. This is dictated by the 
increasing risk trend of the technology, and carbon 
policy and regulation risks as the main drivers of 
carbon reductions required for a low carbon future, 
and by the exposure to market risk, albeit to a lesser 
extent given that the businesses are well placed 
to capitalise on the transition opportunities in their 
respective sectors.

With Melrose’s support, each business is individually 
responsible for developing processes to monitor and 
assess climate-related risks that have the potential 
to affect their operations, industry and market 
environments. They are required to invest in and 
implement appropriate systems and processes to 
mitigate climate risks and reduce business impact on 
the climate, and continually review these in line with 
evolving expected practices. Any significant risks or 
opportunities are reported to the Audit Committee 
by the Melrose senior management team as an 

additional layer of climate-related risk management 
within the overall risk assessment process. This 
allows the Board to have eventual oversight of 
climate-related tasks they have delegated.

The Group also relies on advisors and external 
guidance for the identification of additional climate-
related risks and opportunities. As such, it is 
committed to take into account the recommendations 
for Directors set out in the Financial Reporting 
Council’s (FRC) Guidance on Risk Management, 
Internal Control and Related Financial and Business 
Reporting. In accordance with this guidance, the 
Board and the Audit Committee, supported by the 
Melrose senior management team, have ultimate 
responsibility for Group level risk management and 
internal controls. This includes determining the 
nature and extent of the principal risks it is facing to 
achieve its strategic objectives, setting the Board’s 
risk appetite, and ensuring an appropriate risk 
management culture has been embedded throughout 
the organisation. The Group reports on its approach 
to assessing principal risks, including climate change, 
in the Risks and Uncertainties section of its Annual 
Report. 

The risk management and internal control system is 
complemented by ongoing monitoring and review, 
to enable our businesses to adapt to an evolving risk 
environment. This contributes to strengthening the 
Group’s overall resilience to climate-related risks and 
prepares for realising opportunities. 
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Transition Plan  
– integration and 
monitoring progress

Skills  
and  
training

Remuneration and 
incentives of the Board

This Transition Plan was prepared in 
alignment with the UK Transition Plan 
Taskforce’s (TPT) guidance, and approved 
by the Board in December 2022. 

To enable strategic integration of the 
Transition Plan, the Board requires the 
Melrose senior management team to 
engage closely with the businesses’ 
Executive Management Teams to 
factor material climate-related risks 
and opportunities into their strategic 
agendas, risk management processes and 
investment decisions. This also includes 
keeping the businesses accountable for 
their reporting to ensure that performance 
data behind our Group targets improves 
year-on-year.  

Once approved by the Board and 
publicly announced, the Melrose senior 
management team will update the Board 
regularly (at least quarterly) on progress 
against this Transition Plan. From 2023, 
progress against this Transition Plan 
will also be detailed annually within 
Melrose’s TCFD disclosures and we will 
aim to update it when there are significant 
changes to our business or, at least, every 
three years.

We use a cloud-based financial reporting 
tool to align the collection of Group 
sustainability information with financial 
and operational reporting. As well as 
financial and operational metrics, the 
platform covers over 200 ESG indicators, 

collected quarterly and continuously 
reviewed at least bi-annually, to ensure 
the ESG datasets are relevant to each 
business and aligned with sustainability 
reporting best practice and stakeholders’ 
expectations. The Melrose senior 
management team is continuously 
seeking to expand and improve data 
collection, measurement and quality at 
a divisional level for the identification of 
climate-related risks and to enable a more 
consistent, accurate and comprehensive 
tracking of progress against the Group’s 
sustainability targets. 

Melrose’s Board of directors brings a 
strong range of skills and experiences that 
support the Group business strategy and 
its “Buy, Improve, Sell” model. The Board 
receives regular training, at least annually, 
on sustainability issues that impact the 
Group, including climate change, with the 
support from external consultants.
The Melrose senior management 

team comprises individuals across 
a number of specialisms including 
sustainability, financial reporting, legal, 
governance, compliance, M&A, tax 
and operations expertise. The Group 
sustainability function regularly receives 
industry training on climate-related risk 
management, supported by external 
advisors where appropriate. 

In line with the Investment Association’s 
Principles of Remuneration, which states 
its expectation that financial metrics 
should comprise the significant majority 
of the overall bonus, the Group’s current 
Directors’ Remuneration Policy requires 
the Remuneration Committee to have 
regard to various performance metrics 
when determining annual bonuses for the 
executive directors with at least 50% of 
the award based on financial measures, 
and the balance based on strategic 
measures and/or personal objectives, 
as determined by the Remuneration 
Committee. 

The Remuneration Committee believes 
that the most appropriate place within the 
Melrose executive remuneration structure 
to recognise performance in relation 
to sustainability matters (which could 
include climate change) is in the Annual 
Bonus Plan, as it already provides scope 
for assessment of strategic performance 
through the strategic element. 

The Remuneration Committee has 
historically considered progress in relation 
to sustainability matters (including climate 
change) within the strategic element. 

In light of the increased focus and 
importance placed on climate change 

and broader sustainability, the 
Remuneration Committee is currently 
assessing how sustainability can be 
further incorporated into the executive 
remuneration structure as part of its 
considerations for the next-scheduled 
renewal of the Directors’ Remuneration 
Policy in 2023. 

This includes potentially incorporating 
a standalone ESG metric into the 
Annual Bonus Plan, which would give 
the Remuneration Committee greater 
flexibility in relation to climate-related and 
other sustainability factors as part of the 
Annual Bonus.

3. G
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Managing climate risks
In this section, we outline the material 
impacts on Melrose from an uncertain 
climate future. We describe our 
ambitions and supporting actions to 
mitigate identified climate risks and 
leverage the associated opportunities. 
Within this section we also describe 
how the Group is transforming its 
products and services to meet 
emerging climate demand. 
We detail each of our prioritised 
actions in relation to the material risks 
and opportunities identified in our 
TCFD report. For more detail on the 
risks themselves and how they change 
in different climate scenarios, please 
see the TCFD section of our annual 
Sustainability Report.

Market and 
technology risks 
and opportunities

Market and technology risks arise from climate-focused technologies in 
light of the shifting customer sentiment towards lower carbon options, 
which creates demand for lower carbon technologies that can trigger 
longer-term market decline for existing products.

However, when addressed proactively, longer-term opportunities can 
emerge through the potential to gain competitive advantage in scaling up 
the development of alternative lower-carbon technologies.

4. M
anag

ing
 clim

ate risks

Mandate and track climate-related R&D and 
new products targets for the businesses 

We encourage our businesses to continually consider 
future technology development opportunities and 
investment through a holistic lens rather than taking a 
solely immediate demand-driven approach. This 
encourages them to mitigate the possibility of 
unsuccessful investment in technologies that are not 
focused on sustainable long-term solutions, or which do 
not address macro transition challenges. 

To measure progress in this area, we have set a short-
term Group level target to achieve 50% of total R&D 
expenditure per year to contribute to the decarbonisation 
of the sectors in which our businesses operate by 2025. 
Though specific R&D investments are directly managed at 
the divisional level, led by the businesses’ Executive 
Management Teams and their industry expertise, the 
Melrose senior management team plays an important role 
in investing in, supporting and guiding the climate focus of 
these programmes. 

We have also set a short-term target to achieve 50% of 
new product developments to contribute to the 
decarbonisation of our businesses’ sectors by 2025. The 
businesses are expected to increase their focus on the 
development of products that create sustainable 
efficiencies, for example, through promoting better fuel 
efficiency, lighter-weight or step change technology 
towards the adoption of cleaner fuels. 

Our short-term Group targets were complemented with 
longer-term ones, setting our businesses up to achieve 
75% by 2030 and 100% by 2040 in both low carbon R&D 
spend and new products expansion. For specific 
examples of how the businesses are expanding their 
climate-related solutions, please see our annual 
Sustainability Report. 

Click here to find out more

Measuring progress 

Regular engagement between the Melrose senior management team and the 
sustainability leads of each business assists in keeping performance in focus. 
By monitoring progress against these Group targets on a quarterly basis, 
starting from 2023, the Melrose senior management team can better steer the 
required investment and strategic focus on climate offerings that best meet the 
emerging market trends. 

To increase the credibility of investments, the Group requires its businesses to 
use the definitions of the EU Taxonomy for setting the parameters for low-
carbon R&D expenditure and new products that contribute to decarbonisation 
of their sectors. The meaningful support from the Melrose senior management 
team helps our businesses to remain resilient to changing consumer demands 
and direct their attention to areas where the most impactful decarbonisation 
opportunities can be realised.
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Carbon policy and 
regulation risk

Promote robust legislative horizon 
scanning at divisional level

Given the accelerating voluntary and 
mandatory climate frameworks and the 
increasing climate transition legislation and 
regulations, in 2021, the Group included 
climate change as a standalone principal 
Group risk which is monitored by the 
businesses, overseen by the Melrose senior 
management team, and reported twice per 
year to the Audit Committee.  The Melrose 
senior management team provides the 
businesses’ teams with the necessary 
mechanisms and tools to report on any 
significant risks or opportunities, which where 
relevant, are escalated to the Audit 
Committee and Board. This helps integrate 
divisional contribution into the overall risk 
assessment process and allows the Board to 
have eventual oversight of climate-related 
tasks they have delegated.

Enable steady progress towards 
achieving Group level GHG 
intensity targets

Given the dynamic nature of our business 
model and the Group composition, as well 
as the transitionary nature of the sectors in 
which we invest, it is difficult to calculate and 
have control over absolute emissions and 
develop an absolute reduction target. This is 
why, as a Group, we use energy intensity to 
target improvements, which genuinely leads 
to a measurable emissions reduction trend 
during the ownership and also safeguards 
our businesses from the potential impact of 
carbon prices. For more detail on our Group 
level targets, see ‘Our Decarbonisation 
Pathway’ section.

Gain a better understanding of the 
financial impacts of climate risks

Following our inaugural TCFD report, the 
next step is to work towards initial 
assessments that can develop linkages 
between the identified climate-related 
transition risks and material impact including 
operational and financial. This will drive the 
Group and its businesses to explore 
appropriate mitigation and remedial actions.

4. M
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Impact on our climate resilience

Having Group-level targets supported by 
robust climate risks and opportunities 
management framework, as well as the 
better understanding of financial 
implications, will give more focused 
direction on emissions sources, energy 
use and target timeframes. This provides 
significant support to the businesses’ 
committed focus on decarbonisation and 
reduces the likelihood of their exposure to 
potentially costly carbon policies. 

M
el

ro
se

 In
d

us
tr

ie
s 

P
LC

 T
ra

ns
iti

on
 P

la
n

24

M
el

ro
se

 In
d

us
tr

ie
s 

P
LC

 T
ra

ns
iti

on
 P

la
n

254. Managing climate risks



Transition Plan4. Managing climate risks

Sector 
reputation 
risk and 
opportunities

Encourage participation in wider industries 
initiatives towards Net Zero

We recognise that different sectors will decarbonise at 
different rates, and see our role as a Group in enabling our 
businesses to enhance their capability and drive up 
standards for sustainability. We encourage them to 
maximise their contribution by sharing knowledge and 
collaborating on low carbon innovation within their 
respective industries. 

To ensure the sector reputation risk is managed most 
effectively, the Melrose senior management team regularly 
engages with the divisional sustainability leads to discuss 
amongst other tactical initiatives, the businesses’ 
participation in the wider industry programmes towards 
Net Zero. We see this as an important element of the 
“Improve” aspect of our business model and our indirect 
opportunity to make a significant contribution to the 
transition. 

Experts in their respective fields, our businesses’ teams 
engage in wider industry actions on climate initiatives, 
where it is appropriate, necessary and beneficial. For 
example, GKN Aerospace is collaborating on initiatives 
such as the FlyZero programme which aims to realise 
zero-carbon emission commercial aviation by 2030, while 
GKN Automotive runs an advanced research centre to 
accelerate the UK’s electrified future. The returns on such 
reputation building as climate innovators through 
increased businesses’ action within their sectors also 
provide further motivation to invest capital and resources 
on collaborative climate initiatives.

Leverage our “Sell” strategy to demonstrate 
our long-term impact on decarbonisation 

We have a unique opportunity to demonstrate our 
significant impact on carbon-intense industries, through 
ensuring that our businesses are set up for contributing to 
a Net Zero economy even after no longer being part of the 
Melrose Group. 

Our Group sustainability targets are intended to set the 
minimum expectations for our businesses at the point of 
sale not only to maximise their value to other investors but 
also to set them on a longer-term pathway to Net Zero. 

The transitionary nature of the sectors in which Melrose’s 
businesses operate, including at the time of writing, the 
aerospace, automotive and powder metallurgy sectors, are 
exposed to ever-increasing scrutiny and expectations to 
accelerate the movement towards decarbonisation. This 
expectation comes along with a responsibility for affecting 
positive climate impact across their supply chains, product 
use habits, and sectoral contribution to more efficient 
policy measures. 

However, these challenges also present significant 
opportunities through process integration, developing and 
commercialising low-carbon alternative components and 
other innovative solutions that decrease the energy use 
and therefore, emissions, and developing a reputation of 
solution providers for customers looking to decarbonise.

Physical 
climate risks

Uncertainties and assumptions

The achievement of the Plan has a number of 
uncertainties and assumptions. Collaborative 
action is required across many stakeholders in 
society and the industries in which our 
businesses operate. This Transition Plan and 
the information contained herein are for 
informational purposes only and do not 
constitute, and should not be construed as, an 
offer to sell, or a solicitation of an offer to buy. 
This commentary discusses broad 

The climate scenario analysis conducted in 
2021, has identified that physical climate risks 
for Melrose’s businesses do not begin to 
diverge significantly until after 2040. Therefore, 
they are not anticipated to have a material 
impact in the short or medium-term. For this 
reason, we have not included physical climate 
risk adaptation as a detailed aspect of our 
Transition Plan. For more information on the 
analysis performed to determine this outcome, 
please see the TCFD section of our annual 
Sustainability Report.

sustainability and industry trends, or other 
general economic, market and ESG 
conditions and is being provided on a 
confidential basis. This Transition Plan 
contains information as of the date indicated 
and such information is subject to change 
without notice. Certain information provided 
herein has been prepared based on Melrose 
Industries PLC’s internal research and can be 
based on various assumptions. The 
information provided herein reflects Melrose 
Industries PLC’s perspectives and beliefs.
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Appendix 1. Melrose Group Sustainability & climate change Governance Flow

Has overall responsibility and oversight of Group sustainability strategy, including climate-related risks and opportunities, as with all matters 
which impact the strategy, risk management, vision and direction of the Group, and is supported by the Melrose senior management team

• Meets at least four times a year

• Responsible for reviewing the effectiveness 
of, monitoring and overseeing the Group’s 
risk management processes and approach, 
including reviewing the Group’s principle 
risks which include climate change risk, and 
considering the risks and opportunities identified 
by the Melrose senior management team

• Reviews and monitors the integrity of the 
Group financial statements, control systems 
and compliance controls, which may include 
sustainability-related financial information, incl. in 
relation to climate change

• Oversees key Divisional risks, which may 
include sustainability or climate change related 
risks, following a review of the Divisional Risk 
Registers by the Melrose senior management 
team 

• Membership as indicated on website

Audit Committee

Melrose Board of Directors

• Meets weekly

• Cross-functional team including Group corporate, tax, risk, finance, legal and sustainability

• Responsible for executing the Board’s overall Sustainability strategy including climate change considerations

• Oversees quarterly divisional climate performance reporting against Group KPIs and targets

• Identifies, assesses and prioritises climate-related risks and opportunities that are presented to the Melrose Board 
of Directors and the Audit Committee for consideration

• Advises the Board and the Committees on governance and regulatory requirements, including on climate change

• Core Sustainability Team membership includes Company Secretariat, Group Legal function, Sustainability Lead 
and Sustainability Coordinator

Melrose senior management team

• Meets at least twice a year

• Responsible for setting executive remuneration 
policy and integrating sustainability into the 
executive remuneration structure

• Assesses strategic performance of executive 
directors as part of the Annual Bonus Plan, which 
includes performance in relation to sustainability 

• Membership as indicated on website

Remuneration 
Committee

• Help identify divisional level climate-related risks and opportunities that are then fed into overall RM process.

• Provides sustainability, climate-related and regulatory training and updates to the Melrose Senior Management 

External advisors

• Deliver operational ESG initiatives towards fulfilling their divisional and Melrose Group sustainability targets and commitments

• Responsible for the management, implementation and oversight of their business’s sustainability strategy and climate-related risk assessment and implementing mitigation actions where necessary

• Responsible for adapting to changing customer preferences, market demands and sectoral regulatory requirements for sustainability and climate-related matters

• Responsible for financial impact of increased cost of energy and materials and climate-related mitigation opportunities, e.g. R&D and products contributing to decarbonization, emissions reduction plans

• Membership includes Divisional CEOs, Operations Leads and Divisional Sustainability leads

Divisional CEOs and Executive Management Teams

• Execute the day to day running of the Divisional Executive Teams’ plans and strategy

• Help to identify divisional specific sustainability, including climate change, risks and opportunities and relay information to the Divisional CEOs and Executive Management 
Teams, as well as the Melrose senior management team

• Ensures monitoring of divisional-level sustainability targets at a granular level

• Engage with the Melrose Senior Management Team on a daily basis

Divisional Sustainability Leads
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