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Melrose Industries PLC

The Sustainability Report contains statements that are, or may be deemed to be “forward-looking statements”. These forward-looking statements may be identified by the use of forward-looking terminology, including the  
terms “believes”, “estimates”, “plans”, “projects”, “anticipates”, “potential”, “predicts”, “expects”, “intends”, “may”, “will”, “can”, “likely” or “should” or, in each case, their negative or other variations or comparable terminology,  
or by discussions of strategy, plans, objectives, goals, future events or intentions. Forward-looking statements may and often do differ materially from actual results. Any forward-looking statements reflect the Company’s current 
view with respect to future events and are subject to risks relating to future events and other risks, uncertainties and assumptions relating to the business, results of operations, financial position, liquidity, prospects, growth and 
strategies of the Group. Forward-looking statements speak only as of the date they are made. In light of these risks, uncertainties and assumptions, the events in the forward-looking statements may not occur or the Company’s  
or the Group’s actual results, performance or achievements might be materially different from the expected results, performance or achievements expressed or implied by such forward-looking statements. Forward-looking 
statements contained in this Sustainability Report speak only as at the date of this Sustainability Report. The Company expressly disclaims any obligation or undertaking to update these forward-looking statements contained in 
this Sustainability Report to reflect any change in their expectations or any change in events, conditions, or circumstances on which such statements are based unless required to do so by applicable law, the Listing Rules or the 
Disclosure Guidance and Transparency Rules of the FCA or Regulation (EU) 596/2014 as it forms part of the domestic law of the United Kingdom by virtue of the European Union (Withdrawal) Act 2018. Some financial and other 
numerical data in this Sustainability Report has been rounded and, as a result, the numerical figures shown as totals may vary slightly from the exact arithmetic aggregation of the figures that precede them.
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Justin Dowley
Non-executive Chairman

In seeking to help address global water challenges, we implemented 
our first Group Water Stewardship Programme across our businesses, 
set a Group-level water withdrawal reduction target, launched our first 
Group Water policy, and made our inaugural CDP Water Security 
submission. Looking towards nature-related risks and opportunities as 
an emerging focus for the global business community, we also adopted 
a foundational Group Biodiversity policy. We recognise the importance 
of encouraging good governance practices within each of our 
businesses and seek to play our part in protecting the natural world.

Although climate change and other environmental topics remain a priority, 
this is not to the exclusion of societal factors. Providing a safe and 
supportive working environment, access to learning and development 
opportunities, and encouraging diversity and inclusion at all levels, will 
help our businesses continue to attract and retain the best talent. Whilst 
it is pleasing to note that in line with our Group target, we have achieved 
a Lost Time Accident (“LTA”) frequency rate of below 0.1, we continue  
to prioritise continuous health and safety improvements across each of 
our businesses in the push for a LTA frequency rate of zero.

Our businesses are also encouraged to support the local communities 
which they are part of through charitable and community projects. In 
2022, this included our businesses’ involvement in community initiatives 
towards humanitarian action in Ukraine. 

We realise that building strong sustainable businesses is a long-term 
journey, and whilst there remains plenty to deliver, it has been promising 
to see our improvement to date being recognised by several of the key 
ESG benchmarking agencies, including MSCI providing Melrose with an 
‘A’ rating, and Sustainalytics who have reduced our risk rating from ‘high’ 
to ‘medium’ and placed us in the top 10% of our peers(3).

 
Justin Dowley 
Non-executive Chairman 
2 March 2023 
 

This year has been a further significant step in the execution of our 
Group sustainability strategy. I am pleased to report that the Board 
adopted Melrose’s inaugural Net Zero Transition Plan in 2022. Through 
this, we 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 interim and long-term emissions reduction targets. 
Our established Group environmental sustainability targets include 
reduction of Greenhouse Gas (“GHG”) emissions, growth of renewable 
electricity within the energy mix of each of our businesses, increase 
in the percentage of solid non-hazardous waste diverted from landfill, 
and reduction in water withdrawal that will help drive the sustainability 
of their operations. Sustainability is embedded in each business’s 
operational excellence, innovative climate-focused R&D, and in their 
respective product ranges that seek to help decarbonise their sectors, 
accelerating the global move towards Net Zero.

We have prepared our second annual disclosures in line with the latest 
recommendations of the Task Force on Climate-related Financial 
Disclosures (“TCFD”)(1) and the Financial Reporting Council’s (“FRC”) 
thematic review of climate-related considerations(2). Key updates include 
initial qualitative disclosures relating to the quantification of the financial 
impacts of climate-related risks, articulation of our Group sustainability 
and climate governance framework, and building on our climate 
scenario analysis to inform additional detail on the Group’s approach to 
identification, assessment and management of climate transition risks 
and opportunities.

Implementing our Group sustainability priorities is an important part 
of our “Buy, Improve, Sell” strategy, and is embedded within our efforts 
to improve returns for our shareholders as we address the material 
sustainability topics that are of most concern to our stakeholders. Last 
year, Responsible sourcing and Water were elevated in our review of the 
Melrose Group materiality matrix. In 2022, we took proactive steps to 
address these topics across the Group. To further embed Responsible 
sourcing within our businesses, we launched a Group Supply Chain 
Management programme which included the development of a Group 
Supply Chain policy and expanded our visibility of Scope 3 emissions 
attributable to each business through the participation in the Carbon 
Disclosure Project (“CDP”) Supply Chain engagement initiative. 

A focus on 
sustainability

This year has been a further significant 
step in the execution of our Group 
sustainability strategy. I am pleased to 
report that the Board adopted Melrose’s 
inaugural Net Zero Transition Plan in 
2022. Through this, we 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 interim and long-term 
emissions reduction targets.”

Chairman’s statement

(1) https://assets.bbhub.io/company/sites/60/2021/07/2021-TCFD-Implementing_Guidance.pdf.
(2)  www.frc.org.uk/getattachment/65fa8b6f-2bed-4a67-8471-ab91c9cd2e85/FRC-TCFD-

disclosures-and-climate-in-the-financial-statements_July-2022.pdf. 
(3) At the time of writing.
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Our purpose and sustainable improvement strategy 

Our purpose
Sustainability has always been an important part of our “Buy, 
Improve, Sell” strategy, and we firmly believe that this focus 
is not just the right thing to do, but is a central enabler of the 
success of both the Melrose Group and the manufacturing 
businesses we own. 

The fundamentals of the business strategy that Melrose has 
followed since being founded in 2003 are to acquire good quality 
manufacturing businesses that are underperforming their potential 
but have established positions in sectors which can be among the 
most difficult to decarbonise. The success of this business model 
relies on investing heavily to improve performance and productivity, 
accelerating operational improvements, realising shareholder value 
at the appropriate time and then returning this value to shareholders. 

Within the “Improve” stage of our ownership, we focus on building our 
businesses into new, better organisations that are operationally and 
financially positioned to prosper in a sustainable manner, over the 
longer term, for the benefit of all stakeholders. We do so through 
unrelenting focus on integrating our core sustainability principles and 
climate commitments into their strategic agendas. 

We view investing in businesses that operate in traditionally  
carbon-intensive sectors as an opportunity to create positive change. 
We strongly believe that meaningful sustainability improvements 
towards transitioning our businesses and their traditionally carbon-
heavy industries to a greener future, will propel global efforts towards 
achieving Net Zero by 2050.

In line with our decentralised business model, we provide the strategic 
guidance, investment and resources to ensure that each of our 
businesses develops and executes on its own sustainability strategy. 
We encourage them to prioritise climate-focused projects in line with 
their operational, market and sectoral environments, throughout our 
ownership. As we reshape the businesses we acquire, we implement 
strong targets to drive their long-term strategy and performance. 

Whilst we always seek to help enhance our businesses’ longer-term 
sustainability profile and act as if we were to own them forever, we 
cannot ignore our inevitably limited ownership period. We therefore 
align our actions with the dynamic nature of our portfolio such that our 
targets and commitments remain relevant as and when the Group 
composition changes.

Having built and formalised our own sustainability reporting 
infrastructure at a Group level, we do not view sustainability 
underperformance as a barrier to an acquisition. As part of pre-
acquisition due diligence, where possible, we would consider 
and review available information on a company’s sustainability 
credentials (for example, formal energy and carbon disclosures, 
and climate risks, amongst any other relevant information). 

Following acquisition, we help our businesses create ambitious 
but realistic plans aligned with our Group sustainability targets, 
which serve as a framework for driving and measuring longevity and 
credibility in our businesses’ sustainability performance over time. 
Analysis of a business’s performance against its budgets, targets 
and strategic plans feeds into Group decision-making on whether 
it is the right time, commercially and strategically, to sell a business 
for the next stage of its development.

Our sustainable improvement strategy
The key to the success of our “Buy, Improve, Sell” approach lies in 
rebuilding and repositioning businesses to succeed over the long 
term. We are committed to investing in our businesses to make 
meaningful contributions to decarbonising the sectors in which they 
operate, supported by ethical and transparent governance practices. 

We encourage, support and invest in our businesses to implement 
the following Melrose sustainability principles and contribute to a 
sustainable future for the benefit of our stakeholders:

• Respect and protect the environment;
• Continue to invest in and support our businesses as they develop 

products and services aligned with a net zero future;
• Promote diversity, prioritise and nurture the wellbeing and skills 

development of employees, and support the communities that 
we are part of; and

• Exercise robust governance, risk management and compliance.
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2 Sustainability highlights

2022  
Sustainability 
highlights

solid non-hazardous waste 
diverted from landfill in 2022 
against the 95% target by 2025

>90% 

invested in energy efficiency 
programmes across businesses 
in 2022

>£20m 

reduction in emissions intensity 
from 2021 against the 20% 
reduction target by 2025

c.10% 
of new products launched  
in 2022 contributing to the 
decarbonisation of our 
businesses’ sectors against  
the 50% Group target by 2025

LTA Frequency Rate in line  
with the Group target 

year-on-year reduction in energy 
consumption intensity compared 
to 2021

44% 

<0.114% 

In 2022, we continued to focus on 
improving the key sustainability matters 
that impact our businesses and their 
sectors, and are of most concern to  
key stakeholders.
Key developments included: 
• Launching our inaugural Group Net Zero Transition Plan which 

sets out the actions we intend to take in the transition to a net zero 
economy, and how we plan to execute on our interim and 
long-term emissions reduction targets;

• Implementing Group Supply Chain, Biodiversity and 
Water policies addressing the two elevated material topics of 
Responsible sourcing and Water, and updating our Diversity 
and Inclusion policies in light of key regulatory developments;

•  Developing a quantitative Group-level target to reduce water 
withdrawal intensity by 25% by 2030, and supporting each 
business with a newly launched Group Water Stewardship 
Programme. We also made our inaugural CDP Water Security 
submission in 2022;

• Expanding our TCFD Report to cover qualitative considerations of 
financial impacts of climate risks;

•  Joining and achieving over 50% engagement rate in the 
CDP Supply Chain engagement initiative to assist in beginning 
to capture further supplier environmental data to start tracking 
of their net zero alignment;

•  Completing a third-party facilitated review of ESG data collection, 
monitoring and tracking among all Group businesses with a view 
to improve their data management processes.

Sustainalytics

‘C’

CDP Climate Change score

Climate Change 2022: C (2021: C) 
Industry Average 2022: C (2021: C)

‘A’
MSCI – ESG Rating
ESG Rating: A (2020: BB)

ESG risk rating improved to 28.3 (Medium) from 34.2 (High) 
Ranked 8th(1) out of 114 Industrial Conglomerates  
(2021: 20th out of 114) 
ESG Risk Management score improved to 62.5 (Strong)  
from 53.6 in 2021

(1) At the time of writing.
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Improve
We integrate our sustainability principles, targets 
and commitments into our businesses’ strategic 
agendas in alignment with our financial, 
commercial and operational improvements.

Buy
Guided by our sustainability principles, we buy 
good quality manufacturing businesses, whose 
performance can be improved through contribution 
to the decarbonisation of their sectors, social  
value creation in their communities and  
strong governance.

Sell
Our businesses are reshaped to continue their 
journeys, equipped with commercially-attuned 
sustainability strategies and stronger financial  
and operational foundations. 

Climate and society-focused investment

By investing in our businesses’ operations 
and R&D capabilities, we enable them to 
focus on developing sustainable and safer 
products to facilitate their customers’ and 
industries’ transition to Net Zero by 2050. 
The c.£340 million invested in our businesses’ 
sustainability and climate-focused R&D 
and new products in the last three years 
demonstrates our commitment to unlock 
their potential, and to help them and their 
customers achieve Net Zero.

Strong sustainability targets  
and commitments

Our ambitious Group sustainability targets 
and commitments seek to drive long-term 
success within each business we own. 
We provide the necessary investment and 
guidance throughout our ownership, to put 
them on track to meet and exceed our 
targets and commitments.

Highly experienced management team

Our industry expertise with over two decades 
of management’s experience in the UK and 
international manufacturing arena, and a 
strong track record of buying and improving 
underperforming businesses since 2003, are 
a solid asset for boosting our businesses’ 
operational efficiency.

Embedding sustainability into our business model 

The success of our “Buy, Improve, Sell” model 
relies on building better businesses that are 
positioned to prosper over the longer term. The 
sustainability improvements that we promote and 
encourage among our businesses are informed 
by our long-term view and underpinned by our 
focus on conducting business with the highest 
standards of integrity, honesty and transparency.

Driving sustainable 
value creation

Value creationOur strategy
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Effective governance, risk management 
and compliance

The Board ultimately oversees high standards 
of corporate governance to ensure that 
Melrose achieves success for the benefit of 
the businesses we own and our shareholders 
over the long term.

Best practices

We set a positive example for our businesses, 
encourage best practices and accelerate 
the pace of change within their organisations, 
to influence wider positive change within 
their industries.

Stakeholders

Our material Group sustainability topics are 
informed by regular engagement with our 
key stakeholders and evolve in harmony 
with their needs and concerns. Examples 
of this are our long-standing commitment 
to strengthening employees’ and retirees’ 
pension scheme arrangements with every 
acquisition we make, as well as the newly 
launched Supply Chain Management and 
Water programmes and policies.

Net Zero

Our Group Net Zero Transition Plan sets out 
the actions we intend to take to help our 
businesses execute on our emissions 
reduction targets, and set them on a path 
to achieve Net Zero by 2050.

Operational and commercial success

By providing substantial investment, we refocus 
our businesses towards operational, financial 
and sustainability efficiency. Our strong track 
record demonstrates the improvement within 
our businesses and their operating margins by 
between five and nine percentage points during 
our ownership.

 
 
Strategic focus on sustainability

Equipped with robust sustainability strategies  
and governance frameworks, our businesses 
are set to achieve the Group’s long-term targets 
and become leaders in their sectors by the time 
they are ready to leave Melrose.

 
 
Long-lasting contribution to Net Zero

Backed by our targeted investment in 
solutions that support the energy transition, 
our businesses are well-positioned to lead in 
sustainable climate-focused innovation beyond 
our ownership.

 
 
Shareholder investment and gain 
(figures up to 31 December 2022)

2.5x
Average return on equity across all 
businesses sold.
 
 
Reinvestment

c.£340m
Spent on climate-related research and 
development in the last three years.

Our core sustainability principles:
• Respect and protect the environment;
•  Continue to invest in and support our businesses as they develop 

products and services aligned with Net Zero;
•  Promote diversity, prioritise and nurture the wellbeing and skills 

development of employees, and support the communities that 
we are part of; and

•  Exercise robust governance, risk management and compliance.

OutcomesValue creation
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Chief Executive’s review and outlook

Simon Peckham 
Chief Executive

Melrose’s strategy remains focused on reshaping the performance 
of good quality industrial manufacturing businesses, from a financial, 
operational and sustainability perspective. Reflecting on the last 
few years of our evolving and strengthening Group sustainability 
framework, sustainability performance and climate considerations 
are evermore prominent within our strategy, particularly the 
“Improve” limb. 

In 2022, we continued to invest in our businesses, supporting their 
pursuit of sustainability improvements for long-term operational, 
financial and commercial success, and in their continued efforts to 
lead their industries towards innovation for decarbonisation. Two of 
our market-leading businesses, GKN Automotive and GKN Powder 
Metallurgy, are great examples of a comprehensive and successful 
transformation, now nearing completion under Melrose’s ownership 
ahead of their demerger from the Group in the first half of 2023. 
Well positioned to deliver shareholder value as an independent 
automotive-focused company, GKN Automotive and GKN Powder 
Metallurgy are setting off on their own journey to pursue significant 
growth opportunities aligned with the global transition to electric 
vehicles (“EVs”). Underpinned by our Group sustainability targets 
and principles, this transformation illustrates the success of our 
business model, and our decentralised approach to empowering our 
businesses to align their ambitions and tactical sustainability actions 
with the most pressing challenges faced by their sectors, customers, 
suppliers and other key stakeholders. 

As a premium listed company, we are accountable to our 
shareholders and broader stakeholders to ensure that our 
sustainability strategy and performance are meaningful, impactful 
and relevant to their expectations. Our limited ownership tenure for 
each business we acquire requires us to prioritise our efforts towards 
improvement measures. It revolves around the following strategic 
areas that we expect to have the most impact on our businesses 
and their sectors: 

• the setting of sustainability priorities for our businesses, informed 
by data-driven analysis;

• the drive for improvement measures based on long-term 
benefits to our businesses as they work towards thriving in 
a post-transition economy;

• investment appraisal focused on both operational efficiency 
improvements and climate-focused offerings; and 

• strong governance and risk management principles upheld 
by the Group and instilled throughout our businesses. 

Despite our limited ownership period, we act as if we were to  
own our businesses forever, and in doing so, we do not shy away 
from the challenging backdrop presented by the traditionally  
carbon-heavy industries in which our businesses tend to operate.  
We strongly believe that meaningful sustainability improvements 
towards transitioning those more challenging industries to a greener 
future will propel global efforts to achieve Net Zero by 2050.

Divisional 2022 sustainability highlights
GKN Aerospace – making zero-emission flight a reality 
GKN Aerospace continued to advance its contributions to a more 
sustainable, next-generation aircraft. Industry-leading solutions  
within its Engines and Structures businesses include additive 
manufacturing (“AM”), advanced composites and alternative fuel such 
as electric, hydrogen and eVTOL. With the newly acquired AM system 
business Permanova, GKN Aerospace can now reduce material and 
energy use by up to 80% compared to conventional manufacturing 
techniques, thus reducing associated emissions to contribute to 
the industry’s Net Zero commitment. Further cementing its sector 
leadership, GKN Aerospace also continued to support some of the 
industry’s progressive programmes aimed at reducing the carbon 
footprint of today’s aircraft, including its H2JET programme in 
Sweden, the European Clean Sky2 programmes and its UK-led 
H2GEAR project. 

GKN Automotive – driving the transition to electrification
GKN Automotive continued to expand its core sideshaft portfolio, 
with further innovations to match the changing demands of new 
EV platforms. The business completed over 50 new programme 
launches and continued to secure a significant share of new business 
wins on EV platforms, achieving the milestone of powering two million 
EVs with its eDrive technology. The continued innovation of its 
portfolio in 2022 saw the design launch of a next-generation inverter, 
compatible with the most advanced EV technology, offering faster 
charging times, increased battery size, and improved performance 
for future EVs. The overall portfolio is delivering consistent revenue 
growth as the business leaves the Group with significant momentum 
and leading positions to benefit from both market recovery and the 
accelerating vehicle electrification trend. 

GKN Powder Metallurgy – innovative metal powder production
As part of its ambitious strategy to be a global leader in the transition 
to electrification, GKN Powder Metallurgy continues to provide 
best-in-class innovative solutions for production of metal powders 
from metal scrap, sinter metal components and AM. By recycling and 
conserving metal powder, which is more expensive than conventional 
steel, GKN Powder Metallurgy’s processes help reduce potential raw 
natural resource consumption and yield lower emissions. In 2022,  
its core business was complemented with a commitment to pursue 
incremental long-term growth opportunities in the new market for 
permanent magnets for EVs, leveraging its industry expertise, existing 
production processes and low waste manufacturing capabilities in 
North America and Europe. 

GKN Hydrogen – reliable and secure hydrogen energy  
storage solution
Following its separation from GKN Powder Metallurgy, GKN Hydrogen 
continued to focus on further developing its modular systems that 
generate green hydrogen from fluctuating renewable energy sources. 
Its proprietary solution for compact and loss-free storage in metal 
hydride over long periods of time will make the green hydrogen 
available, when needed, for direct use or converting back into 
electricity and heat. In 2022, the business continued to work with  
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its customers to determine their energy and system design 
requirements and ensure maximum efficiency and flexibility of energy 
output, further strengthening the offering with a tech-enabled 
application for instant data collection for future analysis and predictive 
maintenance. Further details for each business are included in the 
divisional sustainability performance section on pages 12 to 20.

Group 2022 sustainability milestones
Advancing our businesses’ sustainability strategies 
We continued to work with our businesses to further advance 
their standalone sustainability roadmaps and drive successful 
implementation. The expanded data collection and measurement 
have enabled the Group to better track progress against targets 
and other KPIs, and leverage performance data to ensure that our 
businesses each prioritise areas of most importance and materiality 
as identified by the Group in collaboration with their executive 
management teams to focus their investment and resources on areas 
where they will have the greatest impact. Determined to lead their 
industries towards more sustainable business conduct, in many 
areas our businesses have either achieved our Group targets ahead 
of time, or have set even more ambitious objectives reflecting the most 
pressing sustainability challenges across their respective sectors.

Group sustainability performance
We have made good progress in achieving our Group sustainability 
targets during 2022. Notably, our near-term waste reduction target for 
diversion of 95% of solid non-hazardous waste from landfill has been 
achieved, and the Group is in a good position to achieve our 100% 
target by 2030. Additionally, we recorded a 13% reduction in water 
withdrawal and a 9% reduction in Scope 1 and Scope 2 emissions 
intensity compared to 2021, and we are on track to achieve the 
respective reduction targets. We are also making positive strides  
in regard to investing in climate-related R&D, driving product 
development to contribute to the decarbonisation of our businesses’ 
sectors and ensure that they operate at the very forefront of 
commercialisable climate-focused innovation and technology. 

Group sustainability governance improvement 
In efforts to further strengthen our sustainability framework, we 
addressed and bolstered the governance of our material sustainability 
topics which were elevated in our materiality matrix, by rolling out 
three new Group compliance policies, Supply Chain, Water and 
Biodiversity across our businesses. Delivering on our promise to 
further advance our climate-related disclosures, we made good 
progress on refining our understanding of associated risks and 
opportunities in the second Group TCFD report and launched our 
inaugural Group Net Zero Transition Plan. We also took charge in 
advancing our businesses’ efforts in engaging with their suppliers 
with a view to gain better visibility of their climate programmes and 
start to explore opportunities for engaging with them as we seek to 
reduce our Group Scope 3 emissions footprint. 

Simon Peckham
Chief Executive 
2 March 2023

Outlook for 2023
In 2023, we will continue to oversee  
and enhance the Group’s and our 
businesses’ sustainability performance 
with the following key areas of focus:

• Setting a Group commitment 
relating to the setting of 
Science Based Targets 
(“SBTs”) within our businesses;

• Developing internal Melrose 
sustainability measurement 
tools to display our businesses’ 
quarterly performance against 
our Group targets and bolster 
regular engagement to 
measure and track progress, 
with a view to further their 
improvement efforts in 
impactful areas;

• Increasing our Diversity  
and Inclusion commitment  
to maintain 40% female 
representation across the 
Board and to achieve 40% 
female representation at 
Melrose Executive Committee 
level, in line with the new FTSE 
Women Leaders Review target;

• Continuing to engage with 
our businesses’ suppliers 
with a view to expanding our 
Scope 3 data reporting;

• Continuing to evolve the 
Group’s understanding and 
assessment of biodiversity 
factors prior to the official 
release of a global Taskforce 
on Nature-Related Financial 
Disclosures (“TNFD”) 
framework;

• Continuing to evolve the 
Group’s TCFD disclosures, 
with increased linkages to 
quantitative data within the 
Annual Report and financial 
statements where relevant  
and appropriate; and

• As part of the renewal of  
the Company’s Directors’ 
Remuneration policy in 2023, 
further integrating ESG into 
executive remuneration by 
proposing to carve out a 
standalone element of the 
annual bonus for ESG metrics.
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Our targets and commitments

Group targets 
and commitments
Our Group sustainability targets and commitments support our Group 
sustainability principles and reflect our material sustainability topics. The 
alignment of our targets and commitments with the United Nations Sustainable 
Development Goals (“UN SDGs”) links our sustainability ambitions with those of 
society, and aligns our value creation strategy with stakeholders’ expectations, 
which we seek to integrate into our businesses’ agendas.

(1)  The Group’s chosen intensity ratio is energy consumption, emissions and water withdrawal reported above normalised megawatts usage (“MWh”), tonnes of CO2e, or m3 per 
£1,000 of turnover. The data has been standardised from the source units in which it was initially collected. The turnover figures used to calculate the intensity ratio include 
continuing businesses only and do not include any share of revenues from entities in which the Group holds an interest of 50% or less. 

(2) Target baselined on full year 2021 performance. Baseline was set in conjunction with the timeframe of the Group’s target-setting process. 
(3)  Including Scope 1, 2 and 3 emissions.
(4)  Excluding hazardous waste. 
(5)  Where renewable electricity is commercially and reasonably available in the relevant jurisdiction. 
(6)  Target baselined on full year 2021 with consideration of half year 2022 performance. Baseline was set in conjunction with the timeframe of the Group’s target-setting process. 

Environmental(1)

Sustainability 
principle 

Respect and protect the environment

UN SDGs Sustainability improvement objectives
Target 6.4: we have set a water withdrawal intensity target to increase efficiency 
across all businesses as they seek to address water challenges such as 
scarcity and quality

• Drive and invest in our businesses to 
improve their operational efficiencies by 
minimising environmental impact through 
reduced energy and water use, and 
CO2 emissions

• Align with recognised frameworks such 
as SASB, TCFD and CDP to increase 
transparency of actions as a core driver  
for change

Target 9.4: contributing to resource-use efficiency, we require our businesses 
to assess their products’ impact on the environment in terms of raw material 
and energy use, waste, and carbon footprint throughout each product lifecycle

Target 13.2: in recognition of climate change as a Group principal risk, we 
integrate it into strategic thinking and future planning such as major capital 
expenditure, acquisitions and disposals

Integration with 
Group strategy

  Buy  Improve  Sell

Targets and 
commitments 

Targets Progress

Reduce CO2e/£m revenue by 20% on average across the businesses by 2025 
and 40% by 2030(2)  On track

Achieve net zero Greenhouse gas emissions by 2050(3) 

 On track

Divert 95% of our solid waste from landfill by 2025 and 100% by 2030(4)

 Fulfilled and being maintained

Source 50% of our electricity from renewable sources by 2025 and 75%  
by 2030(5)  In progress

Reduce water withdrawal m3 per £1,000 by 25% by 2030(6) and implement a 
Group Water Stewardship Programme to improve water management across 
our businesses

 On track

Material topics • Energy and consumption
• Responsible sourcing
• Waste
• Water

Relevance to 
stakeholders

Investors, regulators, 
contractors, suppliers, 
customers, communities 
and joint ventures
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Environmental(1)

Sustainability 
principle

Continue to invest in and support our businesses as they develop products  
and services aligned with a net zero future

UN SDGs Sustainability improvement objective
Target 7.3: we invest in improving the energy efficiency of our businesses’ 
manufacturing operations and their products, enabling them to find effective 
solutions for addressing climate change

• Support and harness product innovation 
and quality within our businesses, 
to help their customers deliver on their 
commercial and environmental goals and 
find effective solutions to assist them in 
addressing climate change

Target 9.5: our Group target for climate-related R&D facilitates the upgrade of 
technological capabilities within each of our businesses, bolstering their ability  
to help customers achieve their own climate goals

Target 13.2: integrating climate considerations into our businesses’ product 
development and commercial strategies, we have set a target to increase the 
development of new products that contribute to decarbonisation

Integration with 
Group strategy

 Buy  Improve  Sell

Targets and 
commitments

Targets Progress

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 

 On track

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

 On track

Material topics • Innovation and R&D
• Sustainable products
• Circular economy

Relevance to 
stakeholders

Investors, contractors, 
suppliers, customers, 
communities and joint 
ventures

We summarise below our sustainability improvement principles, linking them to our targets, 
commitments, material topics and relevant stakeholders. Our changing Group composition  
is inherent to our “Buy, Improve, Sell” strategy, meaning absolute metrics across all areas are 
expected to fluctuate as we buy and sell businesses. By fostering a culture of improvement,  
both operationally and financially, we strengthen our businesses’ capabilities and resources, 
allowing them to pursue sustainable growth that continues beyond our ownership.
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Our targets and commitments
Continued

Social

Sustainability 
principle: 

Prioritise health & safety, promote diversity and nurture the wellbeing and skills 
development of employees, and support the communities that they are part of 

UN SDGs Sustainability improvement objectives
Target 3.9: our businesses have a prominent position at the heart of the 
net zero transition and their products have a key role to play in achieving 
air pollution reductions and reducing the associated health damage

• Drive our businesses to follow best health and safety 
practice across operations, respect employees’ human 
rights and positively contribute to their communities 
by implementing effective policies and procedures, 
supported by local management accountability and a 
culture of strong awareness, training and investment

• Ensure the pension schemes that we inherit are 
managed prudently and effectively for both employees 
and retirees, and where relevant, seek to create better-
funded schemes with more prudent targets under  
our stewardship

• Promote diversity and inclusion at all levels
• Promote fair employment and skills development
• Ensure that our people have a voice and can inform 

executive decisions

Target 5.5: we promote diversity and inclusion within each business 
to ensure employees’ full and effective participation and equal 
opportunities at all levels

Target 8.8: we implement effective policies and procedures to drive 
best health and safety practices and promote fair employment and 
skills development

Integration with 
Group strategy

 Buy  Improve  Sell

Targets and 
commitments

Target Progress

Protect our employees from injury and lost time accidents (“LTA”) 
and maintain a LTA frequency rate below 0.1  Fulfilled and being maintained 

Commitments

Ensure that all permanent employees receive regular (annual) formal 
performance reviews (1)  On track

Invest £10 million over five years through the Melrose Skills Fund 
 On track

Maintain a Board and Melrose Executive Committee comprising  
at least 33% female membership  Fulfilled and being maintained

Maintain achievement of the Parker Review recommendations
 Fulfilled and being maintained

Material topics • Health, safety and wellbeing
• Community
• Diversity and inclusion

• Talent and workforce
• Employment practices

Relevance to 
stakeholders

Regulators, contractors, suppliers, 
customers, communities and  
joint ventures

Governance

Sustainability 
principle: 

Exercise robust governance, risk management and compliance

UN SDGs Sustainability improvement objectives

Target 8.7: we are committed to acting in an ethical manner with 
integrity and transparency and create effective systems and controls 
across the Group to safeguard our businesses against adverse human 
rights impacts

• Implement and enforce effective compliance policies 
across our businesses, ensuring integrity, responsibility 
and adherence to ethical principles

• Encourage them to protect the ultimate wellbeing of 
their products’ end-users by adhering to the highest 
safety standards

• Ensure our businesses respect labour and human rights 
and request their suppliers to respect these principles

• Protect information security and data privacy
• Carry out prudent and responsible financial and tax 

planning and management 
• Maintain sensible and sustainable leverage to support 

investment

Target 8.8: we require our businesses to protect labour rights of 
all workers, safeguard their contractual and statutory employment 
rights and the right to participate in collective bargaining and freedom 
of association

Integration with 
Group strategy

 Buy  Improve  Sell

Targets and 
commitments

Commitment Progress

All employees, suppliers and contractors must comply with our Code of 
Ethics, conducting business with integrity and in a responsible, ethical 
and sustainable manner

 Fulfilled and being maintained

Material topics • Ethical conduct and compliance
• Business model resilience

Relevance to 
stakeholders

Investors, regulators, contractors, 
suppliers, customers, communities 
and joint ventures

(1)  Where permitted by local laws and employee representative bodies.
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Progress in addressing  
material sustainability topics
Our Group materiality assessment initially undertaken in 2020 identified the key 
sustainability topics considered to be both important to our stakeholders and  
to impact our ability to create value over time. In 2021, the topics of Responsible 
sourcing and Water were elevated in importance and prominence in response  
to the evolving macro business environment, and were focused upon in 2022.

Water
We implemented a Group Water policy in 2022, setting out our 
approach to improving our businesses’ water management practices. 
The policy is intended to help our businesses build resilience to water 
risks, minimise their potential negative impact on water availability and 
quality, and continue to explore ways of addressing water challenges 
in their regions of operation where such challenges are prevalent. 

To support our target to reduce water withdrawal intensity, we have 
launched a Group Water Stewardship Programme. Additionally,  
we made our inaugural CDP Water Security submission in 2022 to 
improve the quality of our businesses’ water data disclosure and will 
continue to report on progress. More information on Group water 
developments can be found on pages 36 to 37.

Responsible sourcing and supply chain
To achieve Net Zero, we need to play our part in accelerating the 
climate transition beyond our immediate chain of control. We want  
to accelerate the transition to Net Zero for not only our businesses, 
but also for the suppliers that they rely on. In 2022, as part of our 
commitment to reduce environmental impacts throughout the value 
chain, we have taken further steps to improve the understanding of 
our businesses’ key suppliers’ energy consumption and emissions 
management. By driving our businesses to work closely with their 
broader supply chains and instilling good supply chain governance 
principles, we seek to accelerate progress towards our commitment 
to achieve Net Zero by 2050.

To fulfil this commitment, we have set the supply chain management 
programme as a running item on our businesses’ agendas in line  
with our Group approach to driving our businesses to improve the 
understanding of their primary suppliers’ climate positions, prepare  
for any supply chain related risks, seize emissions reduction 
opportunities, and ultimately improve their Scope 3 carbon footprints.

In 2022, the Board approved our inaugural Group Supply Chain 
policy. Each business is expected to comply with this policy with each 
executive management team taking responsibility for ensuring its 
effective transmission and onward implementation, with support from 
the Melrose senior management team. The policy 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 has conducted internal training 
sessions with the Group businesses to drive engagement with 
suppliers, encourage supplier sustainability assessments, and foster 
collaborative engagement going forward. The Supply Chain policy 
can be found on the Melrose website at www.melroseplc.net/
media/3039/supply-chain-policy.pdf. 

Material sustainability topics

target

to ensure our gradual improvement 
in water management, we have set  
a target to reduce water withdrawal 
intensity(1) across our businesses  
by 25% by 2030(2)

25%
engagement rate generated 
for the CDP Supply Chain 
initiative in 2022

>50%

In order to assist our businesses in beginning to capture their supplier 
environmental data and enable efficient tracking of their alignment 
with Net Zero, last year, Melrose joined the CDP Supply Chain 
engagement initiative. Together with our businesses, we selected 
organisations which were reflective of their largest suppliers by spend. 
Engagement with them was therefore important for pinpointing any 
climate-related risks and starting to identify emissions reduction 
opportunities, such as energy efficiency, innovation, and resource 
diversification. Suppliers were requested to disclose data on 
emissions allocated to products and services specifically delivered  
to our businesses along with the broader information about their 
governance and programmes to address various climate scenarios, 
use and diversification of energy, and associated targets. The first year 
of participation has generated a supplier response rate of over 50%. 
More importantly, it provided data which was valuable for improving 
our businesses’ understanding of the nature of their Scope 3 emissions 
and for aiding them in setting their own supplier KPIs as relevant. It also 
helped to further our businesses’ alignment with the Group’s position 
on climate and inform their analysis towards setting emissions 
reduction targets covering their full value chains in the future. We were 
also pleased to see that 69% of responding suppliers had developed 
structured climate targets that meet the CDP criteria. We realise that  
a number of suppliers that were contacted did not provide a response 
in this first year of participation, and therefore further engagement will 
be required with both the suppliers who are at the beginning of their 
climate journey and those with more mature strategies. 

During our ownership we seek to guide our businesses to set 
individual sector-attuned SBTs within a reasonable period of time 
following acquisition. In 2022, GKN Automotive undertook a granular 
carbon footprinting exercise and set its own SBTs in line with the 
Science Based Target Initiative (“SBTi”) methodology, which it expects 
to be validated by SBTi during 2023. With Melrose’s assistance, GKN 
Aerospace and GKN Powder Metallurgy are also working towards 
delivering full Greenhouse Gas (“GHG”) inventories in preparation for 
engaging with SBTi over the medium term to set and validate their 
own SBTs. We continue to engage with the SBTi expert panel to 
explore the ways of addressing this topic as its model and criteria 
evolve to ensure that we set meaningful near and long-term targets 
that fit our Group business model, without limiting our businesses 
from setting their own targets to support their longer-term climate 
positions beyond Melrose ownership.

(1)  The Group’s chosen intensity ratio is water withdrawal reported above normalised  
m3 per £1,000 of turnover.

(2)  Target baselined on full year 2021 and with consideration of half year 2022 performance. 
Baseline was set in conjunction with the timeframe of the Group’s target-setting process.
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Divisional sustainability performance

gknaerospace.com

With operations in 12 countries, GKN Aerospace is a global 
leader based on technological innovation, advanced 
processes and engineering excellence, while its products 
enable aircraft to fly safely and more efficiently. GKN 
Aerospace is structured according to its three core 
customer markets – Civil Airframe, Defence Airframe and 
Engines. Its technology is used throughout the aerospace 
industry: from high-use single aisle aircraft and the world’s 
longest haul passenger planes, through to business jets, 
helicopters, the world’s most advanced fighter jets and 
space launchers. Its products help customers build and 
operate the most innovative, sustainable and affordable 
aircraft and engines, improving performance and driving the 
industry towards the next generation of zero-emission flight. 

Operational geographies

Aerospace

12
Countries – global production footprint, serving 
over 90% of the world’s aircraft and engine 
manufacturers

4
Global technology centres
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ESG targets and commitments 

During 2022, GKN Aerospace made significant progress in technology and product innovations that 
contribute to the aviation sector’s route to Net Zero. In addition to the Group-level targets and commitments, 
GKN Aerospace has set further sustainability commitments to drive long-term sustainability performance:

Climate 
action

• Focus on designing products that enable customers to manufacture aircraft that 
emit zero emissions throughout their lifecycle by 2050.

• Prepare for setting a Science-Based Target to reduce GHG emissions and align 
targets with the country-level Net Zero by 2050 ambition.

• Continue to increase the share of renewable sources in energy mix and accelerate 
energy efficiency.

Environment • Minimise the negative impacts on the environment, conserving natural resources 
and eradicating hazardous waste to landfill.

Social • Seek to increase the proportion of all under-represented groups across  
the business.

Governance • Establish sustainability assessment tools in commercial and procurement 
processes.

• Improve sustainability data collection to drive performance and transparency.

Sector leadership
Helping customers address climate change 
GKN Aerospace continues to invest a significant proportion of its 
R&D spend each year in enhancing fuel efficiency and reducing 
emissions within aircraft. Throughout 2022, GKN Aerospace played a 
leading role towards building a more sustainable aerospace industry 
for the future. It is a signatory to the Joint Declaration of European 
Aviation Stakeholders related to Clean Aviation in Horizon Europe, 
committing to a European Partnership towards achieving the goals 
of the Paris Agreement. GKN Aerospace has also committed to 
achieving Net Zero by 2050 and to designing products that will 
enable its customers to develop aircrafts that produce zero emissions 
throughout their lifecycle by 2050. 

Notable achievements and efforts towards helping to support these 
goals have included:

• Continued work within the Jet Zero Council, the Aerospace 
Technology Institute and the Aerospace Growth Partnership, 
where GKN Aerospace plays a key role in developing the policy 
to support aviation’s transition to Net Zero and the development 
of hydrogen-fuelled aircraft.

• Maintaining its position as the largest business within the 
Swedish civil aviation sector and the leading actor in developing 
technologies for sustainable aviation, playing a key role in 
industry associations such as Swedish Aerospace Industries 
and Swedish Air Transport Society and leading on various policy 
topics such as the roadmap to fossil-free aviation.

• Continued collaboration projects in the Netherlands on enabling 
aviation’s journey to Net Zero as a signatory to the sustainable 
aviation charter and the main partner and Board member of the 
Dutch National Sustainable Aerospace Funding Programme (“LIT”).

• GKN Aerospace’s newly acquired Permanova business within 
the Engines division continued to support business growth 
while transforming its supply chain by offering material solutions 
that are more sustainable than the current alternatives available 
on the market. It is expected to achieve significant savings in 
emissions through the expansion of lightweight product offerings. 
The first product using Permanova base material will be the 
fabricated fan case mount ring, saving an estimated 1.5 tonnes 
of CO2e per unit produced.

Sustainability highlights

of global electricity sourced 
from renewable sources with 
all sites in the Netherlands 
and Sweden running solely 
on renewable electricity

of R&D spend focused  
on decarbonisation in 2022

reduction in emissions 
intensity since 2020

reduction in water withdrawal 
intensity since 2021

29%

79%

30%

11%
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• The Future Flight Challenge for Innovate UK achieved a major 
milestone by delivering its first ground-based demonstrator of a 
liquid hydrogen aircraft fuel system. GKN Aerospace successfully 
demonstrated the new understanding and ways of addressing 
many of the safety concerns related to this innovative fuel, leading 
to the development of safe system design, manufacturing and 
operational knowledge for liquid hydrogen fuel systems. It directly 
links to the achievement of zero emission aircraft technologies 
and complements wider programmes such as H2GEAR, H2JET, 
ASCEND/MASTER/NLMF and NAPKIN.

• Development of an out-of-autoclave technology to address the 
energy intensive nature of composite material structures to enable 
their wider application for lowering an aircraft’s CO2 emissions 
through their reduced weight and additional benefits such as 
material toughness, high processing speeds and recyclability. 
The out-of-autoclave technology has been tested on a “Wing of 
Tomorrow” Airbus wing rib demonstrating various environmental 
benefits including a 80% lower production time compared to 
conventional autoclave technology, corresponding to an 80% 
decrease in energy use and therefore emissions. The technology 
consists of a series of short processing cycles which can produce 
products with little energy use, at a high rate and without the need 
for auxiliary materials. To guarantee consistency, a smart tool has 
been developed, integrating geometric control, pressurisation and 
temperature control. The tool also allows for increased circularity 
as thermoplastic parts can be remolten to form secondary 
structures such as access panels.

• Continued work under the H2GEAR programme on developing 
technology to achieve the goal of having zero carbon emissions 
hydrogen-powered aircraft in operation by 2026. The £54 million 
programme completed its first round of system level trade studies 
focused on propulsion system architecture and subsystem 
technology selection in 2022, and the results produced were 
promising. In December 2022, GKN Aerospace and the Institute 
for Advanced Automotive Propulsion Systems started to 
collaborate on the H2GEAR project to develop a megawatt 
scale cryogenic electric drive system using polymer electrolyte 
membrane fuel cells.

• Industry collaboration to develop a hydrogen gas generation 
solution which aimed to substitute natural gas with combined 
H2 generation and hydrogen storage technologies, thus reducing 
reliance on fossil fuels.

• Continued work with Eviation on an experimental electric aircraft, 
providing expertise for the integration of large-scale components 
including the complete wing, the complete tail including 
empennage and the wiring system. The Eviation Alice aircraft has 
zero tailpipe emissions in operation, as well as a low operational 
cost and is set to carry nine passengers and two crew members. 
Successes on the Eviation Alice programme have reinforced 
GKN Aerospace’s position as an industry leader in developing 
and delivering fully-equipped major aerostructure modules and in 
the field of producing rapid tailored solutions for the sustainable 
aviation market.

Divisional sustainability performance
Continued
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The Eviation Alice 
© Eviation

GKN Aerospace delivers on its mission 
to be the most trusted and sustainable 
partner in the sky by working at the 
forefront of aerospace manufacturing 
and technology.”

The business was also recognised for its contribution to jobs and 
sustainability in the region, and for its “world-leading research and 
development and significant investments towards sustainable flight”. 
Its Langfang, China site also won a Gold Supplier of the Year award 
from Korea Air for outstanding delivery in 2022. The team achieved 
100% delivery of electrical distribution harnesses for single-aisle 
aircraft winglets, which was remarkable given that it took place during 
a challenging year amidst strict Covid restrictions in China meaning 
the team successfully overcame lockdowns, staff shortages, 
transportation challenges and supplier delivery delays. 

Actions to reduce operational energy consumption  
and emissions
As part of an ongoing programme to reduce energy consumption and 
emissions, GKN Aerospace is pursuing a number of reduction actions 
and initiatives for future implementation, including: 

• Increased energy production across many sites as part of GKN 
Aerospace’s roadmap to increase its use of renewable electricity, 
including solar panel system installations. 

• Further capital expenditure proposals for climate control systems 
currently pending approval, such as investment to upgrade the 
cooling system for the server room at the Filton, UK site which  
will help redistribute the heat generated by servers into the 
surrounding buildings. Implementation is estimated to reduce 
energy use by 30%, and achieve over 50 tCO2 in emissions 
savings per year.

• Completion of LED lighting installations in 2023 across the entire 
Papendrecht, Netherlands site with the Hoogeveen, Netherlands 
and Filton, UK sites to follow.

• Other capital expenditure proposals for building improvements 
currently pending approval, including roof upgrades with improved 
insulation and the replacement of insulation on HVAC systems. 

• Continued participation in the composite spar project “Wing of 
Tomorrow” as a key partner of Airbus. The project, funded by the 
UK Aerospace Technology Institute aims to provide technologies 
for a sustainable future single aisle wing. A composite wing has 
the potential to improve aerodynamic performance and reduce 
CO2 emissions and the new technology, which sees dry fibres 
being injected with resin as opposed to the traditional pre-
impregnated resin material, provides the opportunity to 
lead to further weight savings, a reduction in energy usage, 
and therefore emissions.

• Leading the development of the use of Sustainable Aviation Fuel, 
with biofuels exhibiting promise for a reduction in emissions. 
Test flights have been conducted using the Gripen RM12 engine 
powered by biofuel which has shown excellent results so far.  
The interchangeability between biofuel and normal jet fuel enabled 
by GKN Aerospace’s leading engine technology also means  
that no modifications are required to implement this change.

External recognition 
GKN Aerospace was ranked among the best places to work in the UK 
by shift workers in 2022 on the job comparison platform Breakroom, 
ahead of the majority of its peers, based on a range of insights into 
employees’ management, jobs, pay and benefits over the past year. 

As well as its role in transforming the aerospace industry towards 
Net Zero, GKN Aerospace received a Swedish regional Sustainability 
Award of the Year for pioneering use of green energy, with its facility 
in Trollhättan running on 100% hydro-power from the town’s river for 
more than three years. 

Outlook
GKN Aerospace is at the forefront of improving the efficiency of 
existing aircraft, and developing the next generation of greener aircraft, 
based on technological innovation, advanced processes and 
engineering excellence. Its network of Global Technology Centres 
are a key enabler for Melrose’s investment in the advancement of 
this decarbonising technology and will continue to develop capability, 
drive collaboration and accelerate technological breakthroughs in 
the electric and hydrogen aviation sub-sectors in 2023. The business 
will also continue to capitalise on its unique position in the market 
to benefit from newly created partnerships with leaders in these 
exciting new markets.

In 2023, GKN Aerospace will work towards delivery of its GHG 
inventory, inclusive of Scope 3, in preparation for setting emissions 
targets, engagement with and submission to the SBTi for further 
validation. GKN Aerospace will also progress an associated roadmap 
to clearly outline how it intends to achieve Net Zero in line with the 
international goal to limit increases in global temperature to 1.5°C.
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Divisional sustainability performance
Continued

Sector leadership
Helping customers address climate change
With the automotive industry set to play an essential role in 
decarbonising the road transport sector and enabling the global 
transition to Net Zero, GKN Automotive is at the forefront of the 
transition to electrified vehicles (“EVs”).

GKN Automotive designs all of its products to meet the highest 
international and OEM standards for hazardous materials and 
recyclability, therefore minimising the CO2 impact of its customers’ 
vehicles. 

GKN Automotive’s sustainability ambition extends beyond climate 
action. The business is committed to improving the gender balance 
of its leadership, and the wider organisation. Its intention is to achieve 
33% female membership of the executive team by 2030, which will 
be achieved through a systematic approach to attracting, developing  
and retaining talented individuals in every area of the business.

ESG targets and commitments 

GKN Automotive’s business-level targets are organised under four key pillars including: ensuring a safe and 
inclusive workplace environment; continued investment in the decarbonisation of the automotive sector 
and its own products and operations; responsible sourcing; and driving positive societal impact. In addition 
to the Group targets and commitments, the business has set the following targets: 

Climate 
action

• Commitment to reach Net Zero by 2045 with SBTs submitted for validation 
by the SBTi in 2023.

Responsible 
sourcing

• Top 80% of strategic suppliers required to disclose sustainability roadmaps  
and targets in 2023.

• Zero conflict materials or minerals sourced.

Employees 
and society

• 100% of permanent employees to receive annual performance reviews by 2024.
• 33% female membership of the executive committee by 2030.
• 100% of locations to have established charity partnerships by 2025.

gknautomotive.com

GKN Automotive is the global leader in drive systems. It is  
the trusted partner to over 90% of global automotive OEMs, 
specialising in developing and manufacturing innovative  
drive systems for both conventional and electric vehicles. 
Headquartered in the UK, with operations in 17 countries, 
including a leading presence in China thanks to its long-
standing joint venture, Shanghai GKN HUAYU Driveline 
Systems Co Limited, with local partner HASCO.

Operational geographies

17
Countries – global
production footprint

6
Global technology 
centres

Automotive
Sustainability highlights

reduction in emissions intensity 
since 2020

18%

invested in energy-efficient 
equipment and renewable 
energy installations

>£10m

reduction in water withdrawal 
intensity since 2021

16%
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New and ongoing projects to help support GKN Automotive’s 
sustainability targets include:

• GKN Automotive’s All Wheel Drive (“AWD”) technologies continue 
to support customers in improving fuel efficiency and reducing 
emissions. Its AWD Disconnect system helps reduce the related 
CO2 emissions by up to 80% compared with conventional AWDs. 
In addition, the new generation AWD components are 30% more 
efficient and 20% lighter than previous generations and are made 
from 98% recyclable materials. Product durability has increased 
by 25%, now achieving more than 320,000 kilometres, which 
means that with less material embedded in and energy required 
for the product manufacturing, it will last longer, contributing to 
reduction of its ultimate environmental impact. The c.538,000 
systems sold in 2022 are capable of reducing vehicle emissions  
by approximately 45,000 tonnes of CO2e annually. 

• At the GKN Automotive Innovation Centre in Abingdon, UK,  
the business continues to make progress on advanced EV 
technologies. In 2022, GKN Automotive partnered with research 
teams in the engineering departments at the University of 
Nottingham and Newcastle University to launch the Advanced 
Research Centre, operating collaboratively with engineers at  
the UK Innovation Centre.

• In the last two years, GKN Automotive’s R&D investments in 
technologies contributing to the decarbonisation of the automotive 
industry have reached £87 million, supporting the development 
of its eDrive and other clean technology programmes. To date, 
GKN Automotive has sold over 2 million eDrive products, each 
contributing to a cleaner and more sustainable transportation  
and thus reducing the reliance on fossil fuels.

• GKN Automotive’s new generation 3-in-1 eDrive system is a highly 
integrated technology with significantly more power at less weight 
and smaller packaging, designed for future plug-in hybrid or 
battery powered EVs. Following advanced development, the 
system’s power density has increased by 25%, while the amount 
of materials has reduced. 

• GKN Automotive’s rapid development of next-generation eDrive 
systems is being enhanced through working with Formula E as 
the official eDrive partner to Jaguar TCS Racing and contributing 
engineering support for the development of the Gen3 Formula 
ePowertrain.

In 2022, a key focus for GKN Automotive was to expand the 
implementation of lifecycle analysis to provide insights on how to 
reduce or remove critical materials, reduce embedded carbon and 
improve whole life efficiency of products. A few specific project 
examples include:

• GKN Automotive’s Innovation Centre in Abingdon, UK is 
collaborating with its Product Development Centre in Zumaia, 
Spain, an international cohort of universities and various suppliers 
on the EU-funded project HEFT, which will develop low-carbon 
technologies for motors, such as replacing aluminium casings 
with recyclable bioplastics. 

• Project Semfen at the GKN Automotive Zumaia site, Spain will 
develop high efficiency magnetless eMotors, and will utilise the 
UK Innovation Centre to co-develop critical components.

External recognition
In 2022, GKN Automotive was re-awarded the EcoVadis Bronze 
Medal, with many of its sites continuing to achieve high scores on their 
“Drive Sustainability” self-assessments as requested by a number of 
its customers. Additionally, in 2022 GKN Automotive received several 
customer awards, including:

• “Outstanding Supplier” award from new premium EV 
manufacturer Lucid was awarded to GKN Automotive’s site in 
Mexico for excellence in achieving the smooth launch of its first 
model to market, “Air”.

• “JLRQ Award” from Jaguar Land Rover was awarded to the 
Zrece, Slovenia site for excellent performance.

• Toyota’s “Quality and Delivery” Award was given to the 
Oragadam, India site for the 7th year running.

• Toyota Motor Europe awarded GKN Automotive’s three European 
supplying sites in the UK, Poland and Turkey with a “Certificate of 
Recognition in Value Analysis” for meeting regional value analysis 
targets for several years running.

• Skoda Motorsport awarded the Motorsport division in Minworth, 
UK with the “Top Quality” Supplier Award for great quality service 
and components supplied at challenging times for the wider 
supply chain.

• Both GKN Automotive sites in Thailand were honoured by 
Mitsubishi Motors Thailand with an “Outstanding Performance” 
Supplier Award for achievements in value analysis, having been 
one of only 13 suppliers to meet all criteria.

• GKN Automotive’s site in Brazil was honoured with a 
“Supplier Quality Excellence Award” from General Motors 
for outstanding performance.

Actions to reduce operational energy consumption 
and emissions
The GKN Automotive energy saving programme will continue in 2023 
with the ambition of reducing energy consumption and emissions 
across its operations. The implementation of energy monitoring 
systems is estimated to ultimately facilitate total energy savings of 
1-2GWh, whilst heat recovery from air compressors for space heating 
in EU plants is estimated to save 1-2 GWh of natural gas. Solar 
installations in Zrece, Slovenia and Lohmar, Germany will be 
implemented in 2023, and additional sites are also under examination

The manufacturing facility in Bruneck, Italy implemented a number 
of improvement measures, including the 100% green electricity 
powered plant, saving 5,000 tonnes of CO2e annually, as well as the 
groundwater cooling system installed at the plant which saves 1MWh 
of energy annually and incorporates a heat recovery system, meaning 
waste heat from machinery can be used to supplement the hot water 
and heating supply in its buildings, thereby reducing the amount of 
energy used for heating. To increase the amount of renewable energy 
that it procures and to support the effort to inject additional renewable 
energy into the grid, GKN Automotive has partnered with Schneider 
Electric to assess the business potential to acquire the company’s first 
Purchase Power Agreement in 2023. 

Outlook 
GKN Automotive will continue to contribute to and benefit from the 
shift to electrification. Its unique position at the heart of this global 
transition, and strong sustainability principles embedded in its 
commercial strategy, underpin the focus on developing sustainable 
drive systems for both internal combustion engines (“ICEs”) and EVs. 
Continuously aligning its product portfolio and solutions with the 
growing e-mobility trend, GKN Automotive is well placed to tackle 
future opportunities in the sector and to gain further market share. 

In 2023, GKN Automotive will continue to work towards reducing 
its carbon emissions through the ongoing programmes aimed at 
reducing energy consumption, through onsite and offsite renewable 
electricity generation, which will help mitigate the risks of increasing 
energy prices and declining availability of renewable electricity sources. 
Having carried out a full carbon footprinting assessment in 2022, GKN 
Automotive endeavours to publish a finalised net zero strategy and 
concurrently achieve validation of its emissions targets with SBTi. Its 
full GHG inventory is complemented by NQC, a system that supports 
GKN Automotive’s procurement department to manage supplier 
assurance and to further improve GKN Automotive’s Scope 3 data 
quality by facilitating more effective and transparent disclosure. 
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Divisional sustainability performance
Continued

Sustainability highlights
In 2022, GKN Powder Metallurgy invested in a number of operational 
improvements which generated positive sustainability results. 
The introduction of state-of-the-art technologies and systems has 
transformed production processes and led to significant reductions 
in CO2 emissions. With sustainability embedded in its approach to 
continuously improve operational efficiency, GKN Powder Metallurgy 
continued to assess and decommission inefficient equipment and 
apply its newly developed “clean dense” sinter forging method to 
reduce energy use and generation of associated emissions. Since 
2020, GKN Powder Metallurgy has achieved around 20% reduction 
in emissions intensity.

Further technology developments have also contributed to a reduction 
in energy use and emissions. Notable examples of this are the 
application of a new gas burner technology in the heat treatment 
units at the Hoeganaes plant in Buzău, Romania and the installation  
of a hermetic door at the scrap iron melting furnace facility at the 
Powders plant in Gallatin, US. 

gknpm.com

GKN Powder Metallurgy is a global leader in both precision 
powder metal parts for the automotive and industrial sectors, 
and the production of metal powder, through its prized 
vertically integrated business platform. It combines the 
design and production of advanced powder metals with 
innovative sintering and additive production technologies  
to create unique metal and polymer products. 

Operational geographies

2
Global technology 
centres

9
Countries – global
production footprint

Powder  
Metallurgy

GKN Powder Metallurgy also upgraded the hydraulic units within 
the powder compaction presses with the latest valve technology 
and implemented a prediction system which has enabled the Sinter 
plants to run high-temperature heat treatment units more efficiently 
and according to the forecasted market demand, avoiding excess 
operation, unnecessary energy use and CO2 emissions. GKN 
Powder Metallurgy’s drive in leading its sector towards Net Zero has 
seen almost 50% of new products contributing to decarbonisation, 
developed by the business in 2022.

ESG targets and commitments
GKN Powder Metallurgy has developed its own sustainability 
roadmap with commitments under five strategic pillars including 
society, innovation, people, green technology and resources, 
and data management. 
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External recognition 
In 2022, GKN Powder Metallurgy was awarded a Bronze Award from 
EcoVadis for its entire supply chain.

GKN Powder Metallurgy’s innovative app, BusinessConnect, which 
enables its customers to track real-time product CO2e footprint 
and thereby achieve their sustainability goals, was voted the “Most 
Innovative Good Practice for Green Data Analytics” at the Schaeffler 
Supplier Sustainability Innovation Automotive Europe Summit in 2022. 

GKN Powder Metallurgy was also recognised by other suppliers, 
including the Danyang and Yizheng sites in China, which received the 
Technology Supplier Excellence Award from ZhiXin. The Yizheng site 
in China was also recognised by Bosch for delivering high-quality 
parts since 2019.

Actions to reduce operational energy consumption  
and emissions
As part of an ongoing programme to reduce energy consumption 
and emissions, GKN Powder Metallurgy is pursuing a number of 
future reduction actions and initiatives for implementation in 2023, 
including:

• Stronger focus on developing systems and components that 
support the sustainable transformation of the automotive sector, 
including high-performance products for EVs, such as magnets, 
e-pumps, battery and electronics components and precision 
components, enabling the reduction of CO2 emissions.

• Operational optimisation efforts to reduce its own emissions 
footprint, waste to landfill and water consumption, as well as 
commitment to increase the share of renewables in its energy mix.

• Further inventory of non-core low-margin sites to drive long-term 
reduction in energy consumption, CO2 emissions, as well as water 
use efficiency.

• Efficiency improvements for cooling units, pump stations, 
chiller units and heat recovery systems and continued investment 
in new heating systems to drive energy efficiency. 

• Additional solar panel installation projects. 
• Focus on employee and local community e-mobility programmes, 

including charging stations and employee benefit programmes 
for e-bikes. 

Outlook 
In 2023, GKN Powder Metallurgy will continue with its operational 
optimisation and work on projects that reduce its environmental impact. 
In addition, it is also preparing for a full GHG carbon footprinting in order 
to be able to set SBTs for validation by the SBTi. Another operational 
and sustainability focus for 2023 will be to proactively access green 
energy to power its operations more sustainably, which will require 
partnerships and strategic contracting in key areas.

GKN Powder Metallurgy has several products and services 
demonstrating innovative technologies which make it well placed 
to capitalise on the low-carbon market opportunity. The business 
is in an optimal position to further develop products such as the 
electric pump system that substitutes engine-driven pumps on vehicle 
transmissions, and its additive business not only reduces the carbon 
footprint of manufactured products but also reduces the amount of 
materials used compared to traditional manufacturing processes, 
therefore providing customers with solutions which have a positive 
impact on the environment. 

Sector leadership
Helping customers address climate change
GKN Powder Metallurgy is committed to contributing to a greener 
future for the manufacturing and industrial sectors, through unique 
metal products and solutions that combine advanced powder 
metals with innovative production technologies. This has been a 
long-standing strategic focus for the business and a competitive 
advantage in serving the increasing number of customers willing to 
reduce the negative environmental impact across their value chains. 

An example of this is GKN Powder Metallurgy’s closed loop 
production process which allows for the re-introduction of metallic 
scrap material after the end of its product lifecycle. The use of scrap 
material in the production process brings down the overall carbon 
intensity of products, meaning that GKN Powder Metallurgy’s 
customers can significantly reduce their carbon footprint by choosing 
its metal parts over those produced by conventional methods. 

GKN Powder Metallurgy’s proprietary electric pumps substitute 
engine-driven pumps on vehicle transmissions. They operate on 
demand, actuated from the electronic controlling unit of the car, 
thereby using energy more efficiently as opposed to conventional 
automobile pump systems which require continuous operation, 
resulting in increased energy waste. This ground-breaking technology 
can achieve fuel savings of up to 10% and is set to become the leading 
solution for lubrication and cooling in full hybrid and electric vehicles.

GKN Powder Metallurgy’s products with improved component 
precision for traditional combustion engines like variable valve timing 
or variable oil pumps, are crucial to improving the efficiency of these 
engines and therefore, reducing fuel consumption and CO2 emissions. 

Other significant developments for customers include high-end 
solutions for EVs, such as a comprehensive solution for converting 
copper battery connectors into powder pressed aluminium products, 
as well as lightweight products for differential gears and permanent 
magnets for EV motors. With over 70% of e-motors estimated to 
require permanent magnets in 10 years’ time, the supply of these 
components will be critical for addressing the growing demand from 
Europe and North America. GKN Powder Metallurgy is well-placed 
to become a key supplier of magnets in these markets in the 
coming years. 
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Growth opportunities in emerging green markets
With the sale of Ergotron during the year, the Other Industrial division 
consists solely of the GKN Hydrogen business, which will transfer with 
Dowlais Group plc as part of the Demerger.

GKN Hydrogen is an early-stage growth business focused on 
developing and commercialising proprietary metal hydride technology 
to store and secure hydrogen in a safe, compact and green manner 
that can be used in a wide range of industrial and commercial 
applications. The business was originally spun out of GKN Powder 
Metallurgy, supported by Melrose follow-on investment and strategic 
guidance, to provide the focus necessary to successfully deliver on 
its commercialisation strategy and maximise the growth opportunity. 

With spending across the hydrogen value chain projected at over 
US$700 billion by 2030(1), and investments required to reach 
government production targets, GKN Hydrogen’s modular products 
that facilitate low pressure, low temperature and long duration storage 
in solid state are well-placed to become enablers for a decentralised, 
carbon-neutral energy supply infrastructure, supporting net zero 
commitments of over 80% of global GDP concentrated countries. 

The business remains on track to deliver increased revenue in 2023 
with an expanding pipeline of customers, and it provides an 
opportunity for Dowlais post-Demerger.

Sector leadership
Helping customers address climate change
GKN Hydrogen’s products have many decarbonising applications 
in micro grids and building heat, industry and transportation, power 
back-up, and in off-grid standalone energy storage. Its metal hydride 
technology contributes to enhancing grid flexibility by providing a 
consistent, long-term flow of green power from variable renewable 
energy. It also enables long-term energy storage across seasons 
without capacity loss and maximum versatility, from emergency 
power backup and off grid energy supply. In 2022, GKN Hydrogen 
continued to work with its customers to determine their energy and 
system design requirements to ensure maximum efficiency and 
flexibility of energy output. This is supported by a tech-enabled 
application which strengthens the system throughout its lifecycle 
for instant data monitoring and collection for future analysis and 
predictive maintenance. 

GKN Hydrogen is also pursuing a growth opportunity as enabler of 
sustainable storage of renewable power for use in auxiliary outputs, 
such as EV chargers in commercial car parks. With safety requirements, 
sustainability, and flexibility of great importance to this expansion of 
energy storage, GKN Hydrogen’s technologies are primed for rapid 
growth in their application, directly contributing to the Group’s 
commitment to UN SDG 7 for Affordable and Clean Energy, SDG 9 for 
Industry, Innovation and Infrastructure, and SDG 15 for Climate Action.

gknhydrogen.com

GKN Hydrogen is an early-stage growth business focused 
on commercialising proprietary metal hydride technology 
to store and secure hydrogen in a safe, compact and 
green manner.

Divisional sustainability performance
Continued

(1)   Hydrogen Insights 2022, Hydrogen Council: www.hydrogencouncil.com/wp-content/
uploads/2022/09/Hydrogen-Insights-2022-2.pdf.

Other Industrial
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The manufacturing businesses that we acquire often 
operate in industries that can be among the most 
difficult to decarbonise. Through focused investment, 
we encourage our businesses to improve their 
operations and market offerings and therefore minimise 
their negative impact on climate change. Our approach 
helps them reduce their vulnerability to climate-related 
risks and safeguard their long-term commercial 
success. We aim to effect meaningful change and 
improvement within our businesses during our 
ownership period. By setting a strong focus on climate 
change within each business that we acquire, as we 
invest in improvement actions, we enable them to 
continue this positive trajectory beyond our ownership. 

We recognise the serious threat posed by climate 
change and the urgent need for meaningful action. 
Our mission is to continue to drive and invest in our 
businesses as they develop products and services 
aligned with a net zero future.

Enabling a 
sustainable  
transition  
to Net Zero

In 2022, we published the inaugural Melrose Group 
Net Zero Transition Plan, providing our stakeholders 
with clarity around the actions we intend to take in 
the transition to a net zero economy, and our plan 
to execute on our interim and long-term emissions 
reduction targets through their integration into the 
Group’s strategic thinking and future planning, like 
major capital expenditures, acquisitions and disposals. 
The Group Net Zero Transition Plan was prepared 
in line with the UK Transition Plan Taskforce’s (“TPT”) 
guidance and can be found at www.melroseplc.net/
media/3036/melrosetransitionplan.pdf. 
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TTransition Plan

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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Enabling a sustainable transition to Net Zero
Continued

Our Net Zero 
Transition Plan

Expected impact on our contribution to Net Zero 
Through focused integration of sustainability and climate 
considerations into our businesses’ strategic agendas from early 
stages in our ownership, we make our businesses’ contributions to 
the decarbonisation of their sectors a priority. With our investment and 
support, we encourage them to focus on developing and providing 
low-carbon solutions for their respective markets.

Engaging with our businesses and their value chains 
We enable our businesses to influence best practice behaviours 
across their supply chains, and to accelerate the net zero transition for 
not only themselves but also the surrounding environments in which 
they operate. Through policies, best practices and strong governance, 
we drive our businesses to improve the understanding of their primary 
suppliers’ climate credentials and ultimately improve their Scope 3 
carbon footprints. Please refer to page 40 for more information. 

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

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.

Through investing in businesses in 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 in need of improvement, investment and 
support to become more sustainable.

Download our Group Net Zero Transition Plan: 
www.melroseplc.net/media/3036/
melrosetransitionplan.pdf

Investing in climate-related R&D and new products 
commercialisation
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.
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TTransition Plan

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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Encouraging participation in wider industry initiatives 
towards Net Zero
We recognise that different sectors will decarbonise at different  
rates, and encourage our businesses to enhance their capabilities 
and drive up standards for sustainability and climate innovation  
across their industries.

Our businesses engage in wider industry actions on climate initiatives, 
for example, GKN Aerospace is collaborating on initiatives such as  
the FlyZero programme which aims to realise zero carbon emission 
commercial aviation by 2030, and GKN Automotive runs an advanced 
research centre to accelerate the UK’s electrified future. 

Measuring progress
Regular engagement between the Melrose senior management 
team and the sustainability leads of each business assists in keeping 
performance in focus. By continuously monitoring progress against 
our Group climate-related targets, the Melrose senior management 
team provides the required investment and strategic focus on climate 
solutions that best meet the emerging transition trends. We require 
our 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. We support and 
equip 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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Enabling a sustainable transition to Net Zero
Continued

With Melrose’s support, each business invests in and implements 
appropriate systems and processes to manage their impact on the 
environment, and continually reviews these in line with evolving best 
practices. For more information on our businesses’ ongoing and 
future actions to reduce energy consumption and emissions, please 
see the energy efficiency management section on page 39. At the end 
of 2022, in recognition of the businesses’ strong focus on ensuring an 
efficient and sustainable use and management of energy, 108 sites 
(77%) across our businesses were certified to ISO 14001 standard 
(2021: 74%), and 26 sites (18.3%) achieved ISO 50001 certification 
(2021: 28 sites, 18.4%). Compliance to the standards is ensured by 
independent auditing, with annual surveillance audits being completed 
and a full re-certification carried out every three years. 

Melrose sets a positive example, enabling and empowering its 
businesses to follow its lead. Although the central Melrose carbon 
footprint is relatively limited, we offset the emissions that we generate. 
The Melrose corporate offices have attained the CarbonNeutral® 
company certification since 2019 through a combination of internal 
energy efficiency initiatives and financing high-quality, high-impact 
emissions reduction projects in accordance with the CarbonNeutral 
Protocol. The Melrose corporate office in the US also has the HinesGo 
(Green Office) designation in recognition of its sustainability practices 
and energy efficiency performance, among other environmental and 
wellbeing criteria. For more details on Group 2022 performance in 
energy consumption, efficiency and carbon emissions, please see 
pages 60 to 61 and the SASB Index 2022 on pages 62 to 64.   
For more information on high-profile projects and efforts that our 
businesses take to help their customers address climate change, please 
see the divisional sustainability performance section on pages 12 to 20.

Helping customers address climate change
Product responsibility is central to the Melrose business model of 
acquiring and improving underperforming manufacturing businesses 
and setting them on a positive long-term trajectory. This is grounded 
in investing in safe and sustainable production practices while  
a business is under our ownership and promoting sustainable 
product performance and effective product lifecycle management. 
Furthermore, we recognise the risks and opportunities that the 
transition to net zero presents for our businesses and their customers. 

Climate-related risks and opportunities have a direct impact on our 
businesses’ product strategy, development and financial planning. 
Despite our businesses often operating in some of the hardest 
industries to decarbonise, we work closely with them to ensure that 
they are well positioned to meet emerging regulatory requirements 
and wider environmental expectations. Each of them also works 
closely with customers and world-class research institutions to 
develop market-leading and cost-effective innovations, delivering 
solutions that address climate challenges. 

Over the last three years, the Group invested c.£340 million to support 
its businesses’ expenditure on climate-related R&D programmes. In 
2022, this enabled the Group to maintain a good rate of developing new 
products that contribute to the decarbonisation of their sectors at 44% 
on average across the divisions and throughout the year, positioning the 
Group well to achieve its target of 50% by 2025. 

Our sustainability objectives UN SDGs

Addressing our Group impact on  
the environment

Helping our businesses’ customers  
address their impact on the environment

Material 
topics

Group targets(1) Progress

Energy and 
consumption

 
Responsible 
sourcing

• Reduce CO2e/£m revenue by 20% 
on average across the businesses 
by 2025 and 40% by 2030(2)

 On track

• Achieve net zero GHG emissions 
before 2050(3)  On track

• Source 50% of our electricity  
from renewable sources by 2025 
and 75% by 2030(4)

 In progress

Innovation 
and 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

 On track

Sustainable 
products

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

 On track

(1)  The data has been standardised from the source units in which it was initially collected. The 
turnover figures used to calculate the intensity ratio include continuing businesses only and 
do not include any share of revenues from entities in which the Group holds an interest of 
50% or less.

(2)   Target baselined on 2021 performance. Baseline was set in conjunction with the timeframe 
of the Group’s target-setting process.

(3)  Including Scope 1, 2 and 3 emissions.
(4)  Where renewable electricity is commercially and reasonably available in the relevant jurisdiction.

This section has been prepared for the reporting period of 1 January 2022 to 31 December 2022, and in accordance with the reporting requirements of the 
Greenhouse Gas Protocol, Revised Edition, ISO 14064 Part 1 and the Environmental Reporting Guidelines, including the Streamlined Energy and Carbon 
Reporting guidance dated March 2019. The Greenhouse Gas Protocol standard covers the accounting and reporting of seven Greenhouse gases covered 
by the Kyoto Protocol. We have reported on all of the material emission sources from within the organisational and operational scope and boundaries of 
the Group, as required under the Companies Act 2006 (Strategic Report and Directors’ Reports) Regulations 2013 and under the UK’s Streamlined Energy 
and Carbon Reporting (“SECR”) requirements. These emission sources fall within our Consolidated Financial Statements. We do not have responsibility for 
any emission sources that are not included in our Consolidated Financial Statements. The emission factors from the UK Government’s GHG Conversion 
Factors for Company Reporting 2022 (the Department for Environment, Food and Rural Affairs (“DEFRA”) factors) together with the International Energy 
Agency (“IEA”) country-specific factors for the associated overseas electricity usage have been used to calculate the GHG emissions figures.

reduction in energy consumption 
intensity compared to 2021

14%

Energy management and carbon emissions
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Executive 
summary 

TCFD Report

Recommendation Recommended disclosures Page

Governance
Disclose the organisation’s governance 
around climate-related risks and opportunities

a) Describe the Board’s oversight of climate-related risks and opportunities 26

b) Describe management’s role in assessing and managing climate-related risks and opportunities 26-27

Strategy
Disclose the actual and potential impacts  
of climate-related risks and opportunities on 
the organisation’s businesses, strategy, and 
financial planning where such information  
is material

a) Describe the climate-related risks and opportunities the organisation has identified  
over the short, medium, and long term

27-31

b) Describe the impact of climate-related risks and opportunities on the organisation’s businesses, 
strategy, and financial planning

31-33

c) Describe the resilience of the organisation’s strategy, taking into consideration different  
climate-related scenarios, including a 2°C or lower scenario

34

Risk Management 
Disclose how the organisation identifies, 
assesses, and manages climate-related risks

a) Describe the organisation’s processes for identifying and assessing climate-related risks 34

b) Describe the organisation’s processes for managing climate-related risks 34

c) Describe how processes for identifying, assessing, and managing climate-related risks  
are integrated into the organisation’s overall risk management

35

Metrics and Targets
Disclose the metrics and targets used to 
assess and manage relevant climate-related 
risks and opportunities where such 
information is material

a) Disclose the metrics used by the organisation to assess climate-related risks and opportunities  
in line with its strategy and risk management process

35

b) Disclose Scope 1, Scope 2, and, if appropriate, Scope 3 GHG emissions, and the related risks 35

c) Describe the targets used by the organisation to manage climate-related risks and opportunities 
and performance against targets

35

(1) https://assets.bbhub.io/company/sites/60/2021/07/2021-TCFD-Implementing_Guidance.pdf.

Climate-related 
disclosures

The transition and physical effects of climate change continue to accelerate, and 
impactful action is required to reduce global emissions. We recognise the need for 
transparency to enable our stakeholders to understand the climate-related risks 
that we may face as a Group, how we can manage them, and how we support our 
businesses as they seize opportunities to decarbonise their own operations and 
their respective sectors.
This second TCFD Report reflects our and our businesses’ progress in integrating climate 
considerations into business strategy and risk management. Being a continual journey, we 
recognise the opportunity to continue to refine our climate-related disclosures over time, as 
regulatory requirements and our stakeholders’ expectations evolve, new ways of improving 
our climate data availability and quality emerge, and our climate analytics capabilities and 
understanding of implications associated with climate change develop. 
This report consists of four thematic sections. The Governance section describes how climate 
risks and opportunities are managed in our governance structures. The Strategy section 
focuses on the integration of climate-related considerations into our Group strategy. The Risk 
Management section reflects our established processes for identifying and managing climate 
risks across our governance structures, and the eventual oversight of our businesses’ 
progress on managing climate-related risks and acting on associated opportunities. Finally, 
the Metrics and Targets section explores the indicators we use to drive our businesses as 
they work to achieve our Group short, medium and long-term climate targets. 
For clarity around compliance of the following information with the TCFD framework, the 
TCFD All Sector Guidance and Supplemental Guidance for Non-Financial Groups(1) and the 
requirements arising from Listing Rule 9.8.6R(8), we consider our disclosure to be consistent 
with all TCFD recommendations and recommended disclosures, as shown in the below 
TCFD cross-reference and disclosure consistency summary.
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TCFD Report
Continued

Governance
Melrose Board believes that the integration of sustainability and 
climate-related matters into our “Buy, Improve, Sell” strategy is crucial 
to the success of our businesses. Sustainable value creation is 
integrated into our business model, as illustrated on pages 4 to 5. 

Our established sustainability governance and risk framework with 
clear accountabilities enables us to identify and review climate-related 
risks and opportunities. We recognise that addressing climate-related 
risks must reflect our business model, and also take into account 
impacts on the Group’s investment focus, existing and future 
employees, financial position and performance, and remain relevant  
to our businesses’ sectoral challenges. Climate change is reviewed  
at various levels on a cross-functional basis including the Board, its 
committees, the Melrose senior management team and the divisional 
executive management and sustainability teams. Please see our 
Group sustainability and climate change governance framework on 
pages 54 to 55 for further information.

a) Describe the Board’s oversight of climate-related risks  
and opportunities.

The Melrose Board of Directors, supported by the Melrose senior 
management team, has oversight of and ultimate responsibility for 
Melrose’s sustainability strategy, targets, disclosures, and reporting. 
The Board assesses climate-related risks and opportunities among 
other sustainability and environmental material topics and monitors the 
Group’s performance towards achieving its climate-related targets. The 
Board also oversees our alignment with the TCFD recommendations 
and the commitments set out in our Group Net Zero Transition Plan, 
which was published in 2022 in line with the UK Transition Plan 
Taskforce’s (“TPT”) guidance. 

The Board receives annual training and quarterly updates on key 
sustainability and climate-related matters that impact the Group  
and its businesses, and on the specific measures that need to be 
implemented to improve our businesses’ performance towards 
achieving our Group climate-related targets.

The Board regularly considers climate-related matters when reviewing 
and guiding strategy and overseeing its implementation. This oversight 
occurs through the Board attending business reviews during the  
year at which the CEOs of our Group businesses are regularly invited 
to present, as well as through the provision of Board papers and 
presentations by the Melrose senior management team at quarterly 
Board meetings. Through this oversight of the Group sustainability 
strategy, governance policies and risk management, and of the 
Melrose senior management team in its supervision of climate-related 
matters with the Group businesses, the Board oversees the 
implementation of improvement measures. Progress in improving the 
management and progress of climate-related matters is monitored by 
the Melrose senior management team and reported to the Board for  
its review, challenge and discussion on a quarterly basis. This includes 
the tracking of Group targets, and key metrics such as year-on-year 
reduction in emissions, increase in climate-related R&D spend, the 
number of new products contributing to decarbonisation and other 
innovation programmes.

The Audit Committee with the support of the Melrose senior 
management team updates the Board on climate risk management  
by monitoring and reviewing the effectiveness of the risk management 
processes, including the review of the Group’s principal risks which 
include the climate change risk.

The Remuneration Committee implements the Company’s Directors’ 
remuneration policy (“Directors’ Remuneration Policy”). The 
Remuneration Committee considers that the most appropriate place 
to recognise progress in relation to sustainability and climate-related 
matters within the Melrose executive remuneration structure is in the 
annual bonus plan, as part of the strategic objectives. As part of the 
renewal of the existing Directors’ Remuneration Policy at the 2023 
annual general meeting, the Remuneration Committee is proposing  
to adjust the weightings of the performance measures in the annual 
bonus plan such that ESG can become a specific focus of the award, 
with a defined component to ensure further incentivisation to deliver 
the Company’s ESG strategy. The 2023 Directors’ Remuneration 
Policy will enable an award based on financial performance metrics  
of at least 50%, ESG performance metrics of at least 10%, and the 
remainder based on strategic performance metrics. This structure  
will provide the Remuneration Committee with flexibility each year  
to set the factors that are most appropriate to the Company and its 
strategy and, consistent with current market practice, will be disclosed 
retrospectively due to commercial sensitivity (consistent with the 
approach taken to the existing strategic element). The intention will  
be to increasingly align the ESG factors with performance against  
the Company’s published targets in this area, as the quality of data 
increases. However, it is proposed that the current executive Directors 
for the duration of the 2023 Directors’ Remuneration Policy will 
continue on the current arrangements, with a maximum opportunity 
of 100% of salary, split between financial performance metrics (at least 
50%) and strategic and/or personal objectives (which will continue  
to include ESG). Please see the Directors’ Remuneration report on 
pages 119 to 144 of the 2022 Annual Report for more details. 

Oversight of sustainability and climate-related issues is integrated 
across our Board and its committees as outlined in the Group 
sustainability and climate change governance framework on pages 54 
to 55.

b) Describe management’s role in assessing and managing 
climate-related risks and opportunities.

The Melrose senior management team plays a key role in escalating 
material sustainability and climate risks and opportunities to the Board 
and ensuring that the implications of these are considered within  
the Board’s agenda, governance framework, business strategy and 
where relevant, financial plans, to address climate-related risks and 
pursue opportunities. More information on how we determine the 
materiality of climate-related risks and their financial impact can be 
found in the Strategy b) section on pages 31 to 33.

The Melrose senior management team incorporates the Group’s 
sustainability function, which is overseen by the Group Company 
Secretariat, and is responsible for executing the Group’s sustainability 
strategy, as approved by the Board. This includes the monitoring of 
improvement actions and performance towards achieving Group 
climate-related targets (including reduction in energy consumption 
and emissions, increase in climate-focused R&D and new products 
contributing to the decarbonisation of our businesses’ sectors), 
the TCFD recommendations and the inaugural Group Net Zero 
Transition Plan. 
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Climate-related risks and opportunities are discussed regularly among 
the Melrose Executive Committee including at weekly management 
meetings as appropriate, and in decision-making that relates to setting 
strategy to mitigate identified risks or capitalise on opportunities.  
Risks and opportunities that are considered by the Melrose senior 
management team to be material to the Group are reported to the 
Board each quarter.

Where relevant, the Melrose senior management team considers 
climate-related risks and opportunities with the businesses’ respective 
executive management teams when reviewing and guiding strategy, 
which can include the approval of major capital expenditure. As such, 
the Melrose senior management team regularly engages with the 
executive teams and sustainability leads of each business, to identify 
and assess their sustainability and climate-focused improvement 
plans, performance against Group climate-related targets, and their 
sustainability reporting alongside financial and operational metrics. 

The Melrose senior management team oversees the identification of 
Group climate-related risks and opportunities with the support of the 
businesses, who identify, monitor, and manage the specific risks 
relevant to their sectors, markets and operating activities. These are 
reported to the Melrose senior management team to ensure that risks 
and opportunities are identified with reference to our businesses’ 
strategies and sectors, and that required controls are in place for 
appropriate mitigation and management. 

The Melrose senior management team also oversees the assessment 
of Group climate-related risks and opportunities with the support of 
advisors where appropriate, who contribute to the awareness and 
analysis of climate-related risks and opportunities that are relevant  
to the Group businesses’ sectors, in light of the evolving regulatory 
requirements and industry best practice. Insight and analysis of risk 
impacts and trends are collated, challenged and reported to the  
Audit Committee, and ultimately to the Board by the Melrose senior 
management team.

Melrose runs a decentralised business model and believes that the 
tactical implementation of climate-related actions and initiatives is 
most effective when carried out by our businesses themselves, and 
overseen by their respective executive teams. This is 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 
the climate within their operations and interacting with their respective 
supply chains in line with the adopted Group sustainability targets and 
commitments. Each business’s sustainability team coordinates and 
collaborates with other operational functions to execute programmes 
aimed at progressing towards achieving our Group climate-related 
targets. The Melrose senior management team has ultimate oversight 
of each business’s sustainability and climate-related performance and 
conducts quarterly reviews to assess progress and align actions for 
each Group climate-related target alongside other sustainability 
metrics and targets.

The assessment and management of sustainability and climate-
related risks and opportunities are integrated across our cross-
functional Melrose senior management team, which includes Group 
corporate, tax, risk management, finance, legal and sustainability 
functions. Our Group sustainability and climate change governance 
framework depicts the relationships between the Melrose senior 
management team and the Board, its committees, and divisional 
executive and sustainability teams, as well as external advisors. 

Strategy

a) Describe the climate-related risks and opportunities the organisation has identified over the short, medium and long-term.

Climate scenario analysis 
Melrose carried out an initial climate scenario assessment in 2021, using two Representative Concentration Pathways (“RCPs”) scenarios, 
which set the most conventional and understood pathways for concentrations of GHG emissions and, effectively, the amount of warming that 
could occur by the end of the century. The results of this analysis can be found on our website at www.melroseplc.net/sustainability/our-key-
principles/respect-and-protect-the-environment/climate-change. 

To aid readers of this report, we provide a summary of the two scenarios, together with an overview of our climate risks and opportunities.

Low-carbon scenario (RCP 2.6) 
Very stringent. Emissions start declining immediately and get to zero 
by 2100. Warming likely to be below 2°C.

High-carbon scenario (RCP 6.0) 
Some mitigation. Emissions rise to 2080 and fall causing high physical 
impacts. Warming likely to exceed 2°C.

Our climate scenario modelling of both risks and opportunities over the short, medium and long-term time horizons reflects the investment and 
value creation cycle of our “Buy, Improve, Sell” model as the Group aims to increase the value of its businesses at the point of their sale by 
integrating climate risk and opportunity considerations during its ownership. The time horizons used for the scenario analysis are as follows:

Climate scenario time horizons

Short-term until 2024 Aligned with Melrose’s investments and immediate improvement phase.

Medium-term until 2027 Aligned with Melrose’s ownership and the “Improve” aspect of our business model.

Long-term until 2040 Expected to align with the period beyond Melrose’s ownership.
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TCFD Report
Continued

Climate-related risks and opportunities
We have identified four transition risks and three physical risks that 
have the potential to materially impact the Group and its current 
businesses. Material risks are those that could have a significant effect 
on our businesses’ operations, strategy, and financial planning if they 
are not managed appropriately over the three time horizons. As shown 
by our climate scenario analysis, transition risks are more material 
within the Group than physical risks. It was also found that our 
transition climate risks are very closely aligned with associated 
opportunities, informing the allocation of Melrose’s investment and 
the strategic focus of our businesses’ efforts towards mitigating the 
Technology, Regulatory and Market risks. 

Against three transition risks we identified three opportunities, which 
are considered material and, if seized upon successfully, will improve 
not just the Group’s and our businesses’ performance, but also 
reduce our impact on the planet. We reflect below on some of the key 
short, medium, and long-term transition risks faced by the Group and 
some of its businesses and the corresponding opportunities that they 
seek to seize with focused investment from Melrose.

Risk type 2024 2027 2040

Transition

Technology

Low-carbon scenario RCP 2.6  Medium  Medium  High

High-carbon scenario RCP 6.0  Low  Medium  Medium

Market

Low-carbon scenario RCP 2.6  Medium  Medium  Medium

High-carbon scenario RCP 6.0  Low  Low  Medium

Carbon policy and regulations

Low-carbon scenario RCP 2.6  Medium  High  High

High-carbon scenario RCP 6.0  Low  Low  Medium

Reputation

Low-carbon scenario RCP 2.6  Low  Medium  Medium

High-carbon scenario RCP 6.0  Medium  Medium  High

Risk type 2024 2027 2040

Physical

Property

Combined scenario (RCP 2.6/6.0)  Low  Low  Medium

Supply Chain

Combined scenario (RCP 2.6/6.0)  Low  Low  Medium

Production

Combined scenario (RCP 2.6/6.0)  Low  Low  Medium

Increasing magnitude of risks before mitigation activities

Low Medium High

Melrose Group transition and physical risks by time horizon and climate scenario

Our transition risks are closely aligned 
with associated opportunities, informing 
the strategic focus of our businesses’ 
efforts towards mitigation actions.”
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Transition climate risks
Technology Risk 

Market Risk

Group level scenario analysis 2024 2027 2040

Low-carbon scenario RCP 2.6  Medium  Medium  High

High-carbon scenario RCP 6.0  Low  Medium  Medium

Group level

Risk description

The increasing demand for lower-carbon technologies can render current products obsolete, and the investment in new technologies that are not focused on 
climate, unsuccessful. Due to the very nature of its focus on the industrial sectors, the Group is exposed to technology risks as it buys manufacturing businesses 
with a view to improving them during its ownership. Very often, the businesses operate in industries in which the reduction of carbon footprint can be challenging. 
The participants within these sectors are under increasing pressure to develop and scale new lower-carbon technologies that help to drive down emissions (for 
example, use of hydrogen, zero-carbon aircrafts, increasing penetration of battery electric vehicles (“BEVs”) and plug-in hybrid electric vehicles (“PHEVs”)). This 
pressure is likely to increase over time under both climate scenarios. 

Opportunity description

The Group is well-positioned to contribute to decarbonisation and the acceleration of the global ambition to reach Net Zero given its access to businesses in sectors 
that are in most need of investment and support to combine carbon focus with efforts to improve their productivity and international competitiveness. Opportunity 
therefore lies in the potential to gain a competitive advantage in the early development of alternative lower-carbon technologies and the manufacturing of products 
that are compatible with new emerging technologies which support the transition to a low-carbon economy. Our analysis of the technology risk once again 
underlines the business opportunity that Melrose has as a Group in enabling the net zero transition, building on its over two decades long expertise in the UK and 
international manufacturing arena.

Divisional/sector level

Risk description

Under the low-carbon scenario in particular, the Technology risk is expected to 
increase across the aerospace and automotive industries due to the rising pressure 
to develop and scale new lower-carbon technologies to drive down emissions (for 
example, use of hydrogen, zero-carbon aircrafts, increasing penetration of BEVs and 
PHEVs).
Aerospace: Potential Technology risk is associated with hydrogen fuel aircraft due 
to the incompatibility of current aircraft components with hydrogen fuel. Managing 
the development of hydrogen technology needs to be carried out carefully to 
account for increased operating and R&D costs needed to respond to new 
machinery, and the needs for training and competence development.

Automotive: Investment in new technologies such as hydrogen technology 
or components for electric vehicles (“EVs”) may fail to gain traction resulting 
in R&D losses. The progression in technology is leading to greater 
electrification of vehicles and it is projected that the BEVs’ and PHEVs’ share 
of global production will be 29% in 2027. This may cause disruptions to the 
automotive industry as some components, such as propshafts, used in 
internal combustion engine (“ICE”) vehicles are becoming obsolete. If 
technology is not made more competitive the overall attractiveness of EVs 
will decrease and slow the demand for EV compatible components, risking 
the investments made in EV technology. 

Opportunity description

Aerospace: GKN Aerospace is already investing in low-carbon R&D in line with the 
Group sustainability target and is active in initiatives aimed at upskilling the future 
leaders of the aerospace sector. For more information about GKN Aerospace’s 
opportunities to address the Technology risk, please see page 32.

Automotive: Opportunity lies in improving the competitiveness of EV 
products compared to fossil fuel-based vehicles, to ensure that the overall 
attractiveness of EVs does not decrease or slow the demand for EV-
compatible components, and that the investments already made in EV 
technology are not at risk. For more information about GKN Automotive’s 
opportunities to address the Technology risk, please see page 32.

Group level scenario analysis 2024 2027 2040

Low-carbon scenario RCP 2.6  Medium  Medium  Medium

High-carbon scenario RCP 6.0  Low  Low  Medium

Group level

Risk description

The Market risk comes from the changing demand for products due to shifting customer sentiment towards lower-carbon options. The Market risk is intrinsically 
linked with the Technology and Sector reputation risks, hence the mitigation strategies are similar. Under the lower-carbon scenario, Market risk exposure remains 
a stable medium across all time horizons. Under the high-carbon scenario, exposure does not manifest until 2040. 

Opportunity description

The transition to low-carbon transport presents an opportunity to produce components that will differentiate the Group’s businesses from competitors and position 
them for growth in their markets. In line with its sustainability principles, the Group leverages its unique expertise and knowledge of the manufacturing sectors and 
markets, to boost its businesses’ productivity, ensuring the highest standards of product safety and encouraging them to adhere to the highest market standards.

Divisional/sector level

Risk description

There is potential uncertainty around which aerospace and automotive 
technologies will prevail in the market and which technologies customers will 
favour, and the businesses need to be cognisant of shifting consumer preferences.
Aerospace: The projected shift of consumer demand to lower-carbon travel 
options can potentially cause a threat to overall air travel demand. This may result 
in fewer aircraft and hence fewer component purchases. Additionally, in certain 
markets, passengers may prefer to start using alternative modes of transportation 
such as trains, and although air traffic is expected to grow until 2040, it is predicted 
to be slower than in the early 21st century.

Automotive: As with the Technology risk, a more rapid than the forecast 
shift to EVs and sustainable transport could result in several components 
manufactured for ICEs not being needed by EV customers. Failure to adapt 
to an increased demand for electric components may cause a loss in 
market share.
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TCFD Report
Continued

Sector reputation Risk

Group level scenario analysis 2024 2027 2040

Low-carbon scenario RCP 2.6  Low  Medium  Medium

High-carbon scenario RCP 6.0  Medium  Medium  High

Group level

Risk description

Melrose’s current portfolio of businesses operate in some of the highest emitting and hardest to decarbonise sectors. The expectation of accelerating the path 
towards Net Zero comes with a responsibility for affecting positive climate impact across supply chains, product use habits, and sectoral contribution to more 
efficient policy measures. Reputation risk appears to be ‘low’ in the short term under the low-carbon scenario, and it is the only climate risk that was found to be 
more prominent under the high-carbon scenario. This is due to assumptions around increased stakeholder pressure and the limited carbon policies and 
interventions assumed in this scenario, which could mean that emissions in manufacturing sectors stay relatively high and that the Group’s short and medium-term 
emissions reduction targets are missed. This could result in reputational damage, as well as a reduction in access to capital from environmentally conscious 
investors. 

Opportunity description

The identified challenges also present significant opportunities through process integration (such as combining various operations to reduce consumption of 
resources and therefore emissions), developing and commercialising low-carbon alternative components and other innovative solutions that decrease energy use.

Divisional/sector level

Risk description

Stakeholders, including suppliers, customers and investors, prefer manufacturers that better align with their own climate-related targets and commitments.  
Those companies that cannot decarbonise fast enough risk becoming misaligned with the expectations of their stakeholders. 

Opportunity description

Our businesses are well prepared to meet their major customers’ expectations relating to environmental and climate performance, leveraging the Group’s corporate 
governance framework, policies and sustainability targets and commitments to maintain a focus on decarbonising their own operations and increase the focus on 
developing and providing low-carbon components. For examples of mitigation strategies of each of our businesses, please refer to page 33.

Carbon policy and regulations Risk

Group level scenario analysis 2024 2027 2040

Low-carbon scenario RCP 2.6  Medium  High  High

High-carbon scenario RCP 6.0  Low  Low  Medium

Group level

Risk description

The Group’s exposure to the potential carbon policy and regulatory risk is dictated by its historical focus on buying and improving businesses which often operate in 
some of the most carbon-intensive industries. This presents a risk of potential tightening of carbon policies and regulation, including stricter emissions standards for 
production activities, taxes on specific products and processes and carbon pricing on carbon-intensive materials, which can affect the Group’s performance.

Divisional/sector level

Risk description

Due to the energy-intensive nature of manufacturing, our businesses are exposed 
to increasing carbon policy and regulatory risks in short, medium and long-term 
horizons, particularly under the low-carbon RCP 2.6 scenario. The high carbon 
RCP 6.0 scenario assumes less near-term regulatory intervention and as such, 
risk exposure does not begin to manifest until 2040. Carbon prices are forecast to 
increase over the medium and long term to make businesses more responsible for 
their energy use and carbon emissions. The scope of carbon prices is also forecast 
to encompass more industries, with particular attention paid to carbon-intensive 
such as manufacturing. Increases in the cost of carbon are also likely to impact not 
only our businesses’ direct energy bills but also their supply chain costs. For more 
information on mitigation of the policy and legal risk, please see page 33.

Automotive and Powder Metallurgy: Products and components are 
being increasingly regulated with various restrictions, such as the EU’s target 
of reducing CO2 emissions from new cars and vans by 55% by 2030, and a 
complete ban on the sale of new ICE vans and cars by 2030. This means 
that components manufactured by GKN Automotive and GKN Powder 
Metallurgy must be developed in line with these regulations.
Powder Metallurgy: Several manufacturing practices are more challenging 
to decarbonise. For example, some of GKN Powder Metallurgy’s processes, 
such as the use of furnaces which are energy-intensive, present a risk with 
increasing carbon regulations and pricing. Current limitations of technology 
and cost prove a barrier to decarbonising these processes, and GKN 
Powder Metallurgy is continuously exploring ways to improve.

Opportunity description

Aerospace: The projections for the Market risk to be ‘low’ in the short and 
medium term, and only rise to “medium” in the long term under RCP 2.6, are due 
to the potential passenger transportation volume expected to increase with global 
population and economic growth. This presents multiple opportunities, including 
its contribution to the industry in the replenishment of existing fleets with the very 
latest lightweight and efficient components and products, and planning new 
aircraft and engine design to further improve efficiency and reduce emissions. 
With its market position, GKN Aerospace has a unique opportunity to address the 
increasing passenger demand for lower-carbon options and become a frontrunner 
in the production of parts for zero-carbon aircraft using sustainable aviation fuels.

Automotive: With all of its products designed to meet the highest 
international and OEM standards for hazardous materials and recyclability, 
therefore minimising the CO2 impact of its customers’ vehicles, GKN 
Automotive is well-positioned to address the Market risk. Additionally, it is now 
a supplier on nine of the top ten addressable BEV platforms, outside of China, 
and has an order book that is matching the market in terms of the shift to EVs. 
For more information, please see page 32.
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Physical climate risks
In the Group 2021 climate scenario analysis, physical climate risks were given a single combined risk rating, as it was established that physical 
outcomes were not likely to begin to diverge significantly until after 2040 under both scenarios assessed. The below overview sets out the 
results of the analysis of physical climate risk exposure considering three risk categories.

Melrose Group-level exposure to physical climate risks

Overall, exposure to material or unmitigated physical climate risks was found to be significantly lower across the divisions relative to transition 
risks in both the short and medium-term under both scenarios. Physical risks begin to increase in the longer term (from 2040), for example 
through the increasing likelihood of river flooding risk in the UK or increasing wildfire risk in California. 

Physical Risks and Potential Impact Ranking – Combined scenario RCP 2.6/6.0 2024 2027 2040

Property – risks from physical damage to property because of extreme weather events (acute) or changes to the climate 
experienced over a period of time (chronic).

 Low  Low  Medium

Supply Chain – risks from disruption to the supply chain because of extreme weather events (acute) or changes to the 
climate experienced over a period of time (chronic). For example, impacts of extreme weather events in key supplier 
locations.

 Low  Low  Medium

Production – risks to the production process or demand for products because of changes in the climate. For example, 
potential impacts of higher temperatures on labour productivity and production outputs.

 Low  Low  Medium

Combined scenario  
RCP 2.6/6.0

Property Supply Chain Production

2024 2027 2040 2024 2027 2040 2024 2027 2040

GKN Aerospace  Low  Low  Medium  Low  Low  Medium  Low  Low  Medium

GKN Automotive  Low  Low  Medium  Low  Low  Medium  Low  Low  Medium

GKN Powder Metallurgy  Medium  Medium  Medium  Low  Low  Medium  Low  Low  Medium

b) Describe the impact of climate-related risks and opportunities 
on the organisation’s businesses, strategy, and financial planning.

Climate change has a direct impact on product strategy, development, 
and financial planning across our businesses. Over the last three 
years, with the support of the Board and Melrose senior management 
team, our businesses have invested c.£340 million on climate-related 
R&D programmes that primarily aim to develop technologies that help 
their customers improve energy efficiency and reduce GHG emissions 
compared with conventional technologies. 

During 2022, we continued to consider the findings from our 
climate scenario analysis and progressed our Group sustainability 
improvement actions, including consideration of some of the potential 
financial impacts across the assessed climate scenarios for our 
businesses’ sectors. Much of this analysis remains qualitative at this 
stage, but the Group has begun to consider quantifiable impacts 
against certain risks internally, where the underlying data is available 
and where current visibility of the risks allows. The potential financial 
impacts of the Group’s positive and negative exposure to climate 
risks and opportunities require many assumptions to be made in 
respect of factors such as low-carbon technology forecasts, energy 
consumption, carbon pricing forecasts, and others, which are  
subject to high variability. The analysis conducted to date shows  
that our overarching business strategy would not be impacted, and 
importantly, mitigating actions are already in place for most risks, 
which significantly reduces potential negative financial impacts. There 
will be opportunities to continue to iterate our analysis as the scope  
of relevant data and assumptions becomes available both internally 
and externally to support and inform further quantitative assessment. 

Please see pages 111 and 184 of the 2022 Annual Report for further 
details on how the climate change risk is taken into account in the 
Group’s impairment testing which includes short to medium-term 
planning (five years) for each of the Group’s cash-generating units 
(“CGUs”), and addresses known risks from climate change and 
other environmental factors impacting forecast costs as well as the 
opportunities in associated markets as they prepare for change, 
for example, hydrogen propulsion within the aerospace industry 
and electrification within the automotive industry, which may 
impact revenues. 

We outline further how climate-related risks influence the Group and 
its businesses, alongside some cases that exemplify the risks our 
businesses face, and how these are addressed through mitigation, 
and strategies to capitalise on them. In defining the risk and 
opportunity types, we were guided by the examples of climate-related 
risks and opportunities and potential financial impacts recommended 
by TCFD (Tables A1.1 and A1.2 in the TCFD Implementing Guidance(1)). 

(1)  www.tcfdhub.org/wp-content/uploads/2022/04/Table-A1.1-and-A1.2-marked.pdf. 
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TCFD Report
Continued

TCFD risk type Sub-category risks Potential financial impact

Technology •   Substitution of existing products and services with 
lower emissions options

•   Costs to transition to lower emissions technology

•  Increased R&D costs to respond to technology 
and market trends and increasing capital 
expenditure to invest in new and specialist 
machinery

TCFD opportunity type Opportunity categories Potential financial impact

Products and services •   Development and/or expansion of low emission 
goods and services

•   Development of new products or services through 
R&D and innovation

•  Ability to diversify business activities
•  Shift in consumer preferences

•   Increased revenue through demand for lower 
emissions products and services

Mitigation and strategy to capitalise

Whilst Technology risk is significant for the Group over the medium to long term, mitigating activities can be introduced to reduce risk and ultimately provide the 
businesses with new opportunities through continued focus, investment and collaboration. The Group’s targets for climate-related R&D spend, and new low-carbon 
products help identify new technologies to guide and capitalise on the businesses’ individual climate-focused capital expenditure programmes. Melrose’s businesses 
actively collaborate with other aerospace and automotive sector participants to support the decarbonisation of air and motor travel, ensuring that they are at the 
forefront of innovation, as climate-focused organisations.

Examples of our businesses’ actions to address the Technology climate change risk

GKN Aerospace GKN Automotive GKN Hydrogen

GKN Aerospace leads a ground-breaking UK 
collaboration programme H2GEAR which is developing 
hydrogen propulsion systems that can reduce GHG 
emissions by over 90% compared to kerosene in 
sub-regional or regional flights. Critically, it enables the 
incorporation of hydrogen-electric power into engines 
and minimises the disruption risk that hydrogen 
technology could cause. Producing components that 
are compatible with new technological developments 
will allow GKN Aerospace to capitalise on developing 
revenue streams early on in their lifetime and become 
recognised for the production of new sustainable 
components.

GKN Automotive is well-positioned as a top tier 1 
supplier to global automotive OEMs to benefit from 
the opportunities presented by the ongoing 
transition to EVs, with its product and technology 
portfolio aligned to this industry megatrend. 
Although the industry transition to EVs may lead to 
a certain reduction in production of propshafts, this 
will be offset with an increased demand for eDrive 
components and systems which GKN Automotive 
already has over 20 years’ experience in, and its 
market-leading sideshaft technology for BEVs.

GKN Hydrogen’s modular product offering is 
expected to be well-placed to flourish alongside 
the growth of renewable energy sources, with 
applications in micro grids and residential building, 
industry and transportation, power back-up, and in 
off-grid standalone energy storage. With safety 
requirements, sustainability, and flexibility of great 
importance to this expansion of energy storage, 
GKN Hydrogen’s technologies are primed for rapid 
growth in their application as they provide reliable 
and secure hydrogen storage.

TCFD risk type Sub-category risks Potential financial impact

Market • Changing consumer behaviour
•  Substitution of existing products and services with 

lower emissions options

•  Potential impact on revenue due to changing 
product demand (for example, reduced demand 
for ICE parts and increasing demand for EV parts 
in the automotive sector)

TCFD opportunity type Opportunity category Potential financial impact

Markets •  Access to new markets •  Better competitive position to reflect shifting 
consumer preferences, resulting in increased 
revenues

Mitigation and strategy to capitalise

Changing market demands for low-carbon products pose a significant medium to long-term unmitigated risk for the Group. The Group’s businesses are responding 
by seeking to gain a better understanding of current and potential future consumer actions and by aligning investment and strategy accordingly.

Examples of our businesses’ actions to address the Market climate change risk

GKN Aerospace GKN Automotive GKN Powder Metallurgy

Increased focus on individual carbon footprints may 
result in reduced demand for conventional air travel, 
particularly for airlines with older, less efficient fleets. 
For GKN Aerospace, this presents multiple 
opportunities: in the near to medium term, 
supporting the industry in the replenishment of 
existing fleets with the very latest lightweight and 
efficient components and products, and planning 
new aircraft and engine design to further improve 
efficiency and reduce emissions. In the medium to 
long term, it has an opportunity to become a 
frontrunner in the production of parts for zero-
carbon aircraft using sustainable aviation fuels. 

GKN Automotive continues to grow its significant 
share of the rapidly expanding EV market. It already 
holds a strong position through its leading driveline 
technologies, and over 20 years of eDrive system 
development. GKN Automotive has content on nine 
out of the top ten selling addressable BEV platforms 
outside of China, and its eDrive technologies have 
powered more than 2 million EVs to date. 

GKN Powder Metallurgy is also well placed to 
capitalise on the low-carbon market opportunity with 
further development of products such as its e-pump 
system that substitutes engine-driven pumps on 
vehicle transmissions. The new system can achieve 
a fuel benefit of up to 10% compared to a 
conventional engine driven pump and offers 
customers a lower-carbon alternative. As the world’s 
leading provider of powder metal solutions, GKN 
Powder Metallurgy is also committed to pursuing 
growth opportunities in the magnets for EVs market, 
in response to the supply challenges the industry is 
facing. Its dedicated magnets project team, bringing 
together multidisciplinary experts, operates out of 
the business’s Innovation Centres for metal powders 
(in Cinnaminson, US) and for sinter metal 
manufacturing (in Radevormwald, Germany).
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TCFD risk type Sub-category risks Potential financial impact

Policy and legal •  Increased pricing of GHG emissions
•  Enhanced emissions-reporting obligations
•  Increased cost of raw materials

•  Increased operating costs and revenue deriving 
from carbon taxes and regulatory interventions, as 
well as increasing costs of the raw components in 
manufacturing

Mitigation

Melrose has a Group-level priority to support its businesses in driving the decarbonisation of their respective sectors and has set Group-level emissions reduction 
targets. In recognition of the carbon-intensive nature of certain manufacturing production processes within our businesses’ operations, the Group has set a target to 
reduce energy intensity, which will help to avoid or mitigate our businesses’ potential exposure to the evolving carbon regulation and the potential financial impact of 
increased carbon prices. 

Our businesses also invest in identifying and implementing energy reduction initiatives. Our Group interim and long-term targets to source renewable electricity also 
guide our businesses in their carbon intensity reduction programmes across their operations. The Group’s participation in the CDP Supply Chain engagement 
initiative has helped to quantify some of our businesses’ Scope 3 emissions footprint, and also to identify suppliers with the largest carbon footprint whose products 
and components may be most impacted by carbon pricing.

Examples of our businesses’ actions to address the Policy and legal climate change risk

GKN Aerospace GKN Automotive GKN Powder Metallurgy

To address the expectations from its large 
customers, GKN Aerospace is considering 
assessing embodied carbon as part of its product 
portfolio which will help it to understand the impact 
of using materials with high-carbon footprint to 
enable them to adjust product design to reduce it.

To help understand the most carbon-intense parts of 
the business in efforts to reduce its emissions, GKN 
Automotive is in the process of implementing a tool 
which would assess CO2 emissions from the 
manufacturing of its purchased components and 
raw materials. Additionally, in 2022, it has set 
Science Based Targets for its own emissions which 
will be validated with the SBTi(1) in 2023.

To reduce its exposure to carbon pricing regulations, 
GKN Powder Metallurgy continuously seeks to 
reduce the emissions in its manufacturing 
processes. One of the examples of this was the 
review of its furnaces’ shift patterns which resulted 
in 20% of its furnaces being shut down at any one 
time, significantly reducing energy consumption and 
therefore emissions.

TCFD risk type Sub-category risks Potential financial impact

Reputation • Increased stakeholder concern (investors) •  Reduction in capital availability (due to investor 
preferences shifting towards companies that are 
less exposed to high-emitting activities)

TCFD opportunity type Opportunity category Potential financial impact

Resilience •  Participation in renewable energy programmes  
and adoption of energy efficiency measures

•  Increased revenue through new products and 
services related to ensuring resilience, as well as 
increased reliability of supply chain and ability to 
operate under various conditions

Mitigation and strategy to capitalise

Melrose has a Group-level priority to support its businesses in driving the decarbonisation of their respective sectors and has set Group-level emissions reduction 
targets to support this. The achievement of these Group targets, including the target of 50% of new products which contribute to the decarbonisation of the sectors 
in which our businesses operate by 2025, 75% by 2030 and 100% by 2040, will put the Group and its businesses in a good position to have sector-leading positions 
on the key industry platforms for producing and commercialising low-carbon products and technologies.

Examples of our businesses’ actions to address the Reputation climate change risk

GKN Aerospace GKN Automotive GKN Powder Metallurgy

GKN Aerospace’s collaboration in initiatives such as 
the FlyZero programme which aims to realise 
zero-carbon emission commercial aviation by 2030. 
 

All GKN Automotive’s products are designed to meet 
the highest international and OEM standards for 
hazardous materials and recyclability, therefore 
minimising the CO2 impact of its customers’ vehicles. 
Improved fuel efficiency of GKN Automotive’s 
components allows customers to use them with the 
confidence that their final product will be within their 
fuel efficiency targets.

GKN Powder Metallurgy’s several product and 
service offerings with innovative technologies that 
will be key to the low-carbon transition, including the 
additive manufacturing business, which can reduce 
the carbon footprint of manufactured products by 
using much less material than traditional 
manufacturing processes. 

(1)  The Science Based Targets initiative. 
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c) Describe the resilience of the organisation’s strategy, taking 
into consideration different climate-related scenarios, including 
a 2°C or lower scenario.

Our climate scenario analysis focused on a selection of climate-related 
risk and opportunity categories across physical and transition risk 
areas, their materiality, levels of exposure and responses to them 
under two scenarios: low-carbon (RCP 2.6) and high-carbon (RCP 
6.0). The scenario analysis is available on our website at www.
melroseplc.net/sustainability/our-key-principles/respect-and-protect-
the-environment/climate-change. 

To identify key characteristics for assessing climate-related risks and 
opportunities, we took into consideration a number of assumptions 
related to policy, macroeconomic trends, emissions pathways, and 
technology assumptions that were publicly available. There will be 
opportunities to continue to iterate our analysis as the scope of 
relevant data and assumptions becomes available both internally and 
externally to improve this initial assessment.

The analysis of the two different temperature scenarios has allowed us 
to verify and confirm the resilience and adaptability of our “Buy, 
Improve, Sell” business strategy in meeting expectations of the global 
transition to a low-carbon economy. By concluding that our strategy 
can be resilient to climate-related scenarios, we take into account three 
key considerations. Firstly, the Group has a responsibility to help 
decarbonise manufacturing sectors that can be among the hardest to 
decarbonise, and to drive industrial businesses that we own to achieve 
Net Zero by 2050. Secondly, the integration of sustainability and 
climate considerations into our investment cycle reflects the projected 
timelines for temperature changes within our two adopted climate 
scenarios(1), meaning that upon acquiring a new business, we instil 
best practice governance frameworks and refocus its strategy and 
investment to attain stronger performance all round, including towards 
achieving our Group sustainability targets and commitments. Finally, 
we have a robust risk management framework, which enables the 
Board’s and the Melrose senior management team’s continuous focus 
on increasing the value of the Group’s businesses for all stakeholders 
and safeguarding them from any potential risks.

Risk Management

a) Describe the organisation’s processes for identifying and 
assessing climate-related risks.

The objectives of the Board and Melrose senior management team 
include safeguarding and increasing the value of the businesses and 
assets of the Group for stakeholders as a whole. Achievement of 
these objectives requires the development of policies and appropriate 
internal control frameworks to ensure the Group’s resources are 
managed properly, and for key risks to be identified and mitigated 
where possible. The nature of how climate change transition and 
physical risks impact each of our businesses is not homogenous and 
considering that the Group operates on a decentralised basis, each 
business is individually responsible for developing and managing its 
own processes to monitor the associated risks that are relevant for its 
respective sector and business strategy as overseen by the Melrose 
senior management team. 

As a principal Group risk, climate change risk undergoes the 
continuous assessment through the established Melrose risk 
management processes of identification, evaluation, mitigation, 
analysis, review and monitoring, as is the case with other principal 
Group risks. Melrose’s ‘top-down’, ‘bottom-up’ risk management 
framework connects risk oversight and assessment at the Group level 
with the identification and assessment of risk exposure at the 
business unit level. For further details on the Group’s approach to 
assessing the impact of climate change risk and mitigation actions, 
please see pages 38 to 48 of the 2022 Annual Report. 

In 2021, we conducted and published our first formal Group climate 
change scenario analysis, and in 2022, we reassessed climate-related 
risks for continued relevance as part of the review of the Group risk 
register given the more prominent place that climate change risk has 
assumed in the risk register. Climate-related risks were assessed 
alongside climate-related opportunities, based on the same criteria 
that was used to determine and rate the divisional-level risks and their 
relative significance in comparison to Group-level risks. This allowed 
for their integration into the wider Group risk management framework. 

Climate Change principal Group risk comprises transition and physical 
risks, capturing the climate risks identified by our businesses, and is 
reviewed and updated as required, at least annually. Using the three 
time horizons, our risks are ranked on both likelihood (the probability of 
the risk occurring) and impact (the financial and reputational outcome 
of the risk occurring), resulting in a combined Group risk register with a 
low, medium or high-risk rating for each time horizon and scenario. In 
the initial scenario analysis, the physical risks were given a single rating 
across both scenarios(1). This is because the temperature outcomes of 
the scenarios do not begin to diverge meaningfully until after 2040. 
This is the time at which the physical impacts of climate change are 
expected to start becoming noticeably different depending on the 
scenario that is being considered. In the 2022 reassessment of 
physical risks this assumption has been maintained. The above 
likelihood and impact criteria allow the materiality of risks to be 
determined, meaning that Melrose can prioritise the management of 
the most material risks by allocating appropriate resources to it. 

The Group’s exposure to climate-related risks is through the individual 
businesses that we own, and the opportunities that derive from 
mitigating measures are considered in each business’s own 
sustainability strategies, guided by Melrose, but set and implemented 
at a business level, in line with our decentralised business model. We 
are aware that the effects of climate change on specific sectors and 
businesses are highly variable. For more details on the identified 
climate-related transition and physical risks, please see page 28. 

b) Describe the organisation’s processes for managing climate-
related risks.

The Audit Committee monitors, oversees and reviews the 
effectiveness of the risk management and internal control processes 
implemented across the Group, through regular updates and 
discussions with the Melrose senior management team and a review 
of the key findings presented by the internal and external auditors.  
The Board is responsible for considering the Audit Committee’s 
recommendations and ensuring implementation by divisional 
management of those recommendations it deems appropriate for 
the Group. 

With Melrose’s support, guidance and oversight, each of our 
businesses are individually responsible for developing and managing 
their own processes to monitor sustainability and climate-related risks 
and opportunities as appropriate to their respective business 
strategies and sectors. Each of them invests in and implements 
appropriate systems and processes to manage their impact on the 
environment and climate change, and continually reviews these in line 
with evolving expected practices. As such, the executive management 
team of each business is responsible for regularly reviewing and 
considering the levels of significant climate-related risks, their impact 
on business strategies and the effectiveness of management and 
mitigation controls. For more information on how we manage each 
identified climate-related risk on Group and divisional levels, please 
refer to pages 29 to 30. 

(1)   Specifically, the RCP 2.6 scenario which is aligned with the Paris Agreement’s stated 2°C 
limit/1.5°C aim.

TCFD Report
Continued

M
el

ro
se

 In
d

us
tr

ie
s 

P
LC

 
S

us
ta

in
ab

ili
ty

 R
ep

or
t 2

02
2

34

c) Describe how processes for identifying, assessing, 
and managing climate-related risks are integrated into 
the organisation’s overall risk management.

Climate Change as a principal Group risk was previously embedded 
within the Legal, Regulatory and Environmental principal Group risk. 
In 2021, to reflect the emerging risks involved with the increased 
frequency of extreme weather and climate-related disasters, coupled 
with tightening legislation and regulations in this area, climate change 
risk was realigned as a new standalone principal Group risk. 

Climate change risk comprises transition and physical risks as 
identified in our 2021 climate scenario analysis. These risks undergo 
reassessment every year by the Melrose senior management team to 
determine the risk trend, impact and likelihood, taking into account the 
composition of the Group at the time of reassessment. The transition 
and physical climate risks are then presented to the Audit Committee 
for consideration alongside the other principal Group risks on a 
biannual basis in the form of reports prepared by the Melrose senior 
management team. The Chairman of the Audit Committee updates 
the Board to inform the Board’s review, challenge and setting of the 
Group’s appetite for each principal Group risk including Climate 
Change. The Board’s assessment of each of the principal Group risks 
and their management, are disclosed on pages 38 to 48 of the 2022 
Annual Report which shows the relative significance of climate-related 
risks compared to other Group risks. 

Given the dynamic nature of our Group composition and the 
transitionary nature of our businesses’ sectors, the impact of the 
climate change risk on the Group will fluctuate over time as will its 
impact on our businesses, as they each move through our “Buy, 
Improve, Sell” cycle. The incorporation of climate change 
considerations into the overall risk management process helps to 
understand the specific transition and physical risks, as well as the 
potential opportunities deriving from mitigating measures. 

Metrics and Targets

a) Disclose the metrics used by the organisation to assess 
climate-related risks and opportunities in line with its strategy 
and risk management process.

We disclose a wide range of metrics associated with climate change, 
including GHG emissions by type, energy consumption by type, as 
well as renewable electricity consumption, water withdrawal and 
waste generation. 

All of our metrics used for assessment of climate-related risks and 
opportunities, shown in the table below, are linked to Melrose’s 
strategy through the corresponding sustainability targets and 
commitments, presented on pages 8 to 10. The Group sustainability 
highlights on page 3 depict our performance against select targets.

b) Disclose Scope 1, Scope 2 and, if appropriate, Scope 3 GHG 
emissions and the related risks.

Our energy consumption and emissions data, the statement of 
alignment with the GHG Protocol and statement on SECR disclosures 
can be found on page 24. We currently disclose Scopes 1 and 2, and 
select Scope 3 GHG emissions in line with the GHG Protocol 
methodology, representing a breakdown of the Group’s emissions by 
type and intensity measurement. Our chosen intensity ratio is energy 
consumption and emissions reported above normalised megawatts 
usage (“MWh”) and tonnes of CO2e per £1,000 of turnover, which we 
believe remains the most appropriate intensity ratio for Melrose given 
our business model and structure. The data is reported against 
normalised megawatts usage (“MWh”) and tonnes of CO2e meaning 
that the data has been standardised from the source units in which it 
was initially collected. The turnover figures used to calculate the 
intensity ratio include continuing businesses only and do not include 
any share of revenues from entities in which the Group holds an 
interest of 50% or less. 

We also disclose select Scope 3 GHG emissions against Category 3 
(fuel and energy-related activities not included in Scope 1 or Scope 2) 
and Category 6 (business travel). We have started to gather emissions 
data from our businesses’ upstream supply chain (through the CDP 
Supply Chain engagement initiative(3) and partial GHG inventories 
across our businesses) to help us understand, quantify and in future, 
disclose a broader range of Scope 3 emissions. Key priorities for 2023 
in relation to further developing our climate-related data include the 
collection, measurement, understanding and reporting of our 
businesses’ suppliers’ emissions (Scope 3), with primary focus on 
upstream emissions. The completion of GHG inventories, currently 
ongoing within each of our businesses’ carbon footprinting projects, 
will allow the Group to assess the materiality of select Scope 3 
emissions in line with its reporting boundary. It will also contribute to 
further expanding the Group’s Scope 3 emissions reporting in line 
with GHG Protocol. 

c) Describe the targets used by the organisation to manage 
climate-related risks and opportunities and performance 
against targets.

Melrose’s overarching decarbonisation ambition is to achieve Net Zero 
by 2050. To ensure this long-term target is met, in 2021 we set 
milestone targets to achieve reduction of 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. Our other main 
climate-related targets are:

•  Source 50% of our electricity from renewable sources by 2025  
and 75% by 2030(4).

•   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.

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

Each business is individually responsible for developing processes to 
monitor and manage environmental data and assess progress against 
Group and divisional targets. By monitoring these metrics and targets, 
we can drive our businesses to seek to mitigate their exposure to risks 
such as carbon pricing and technology. We also seek to allocate 
resource to capitalise on opportunities that climate change may 
provide, particularly in respect of R&D investment, helping to keep our 
businesses at the forefront of climate-focused innovation including 
hydrogen technologies and the transition to EVs. Please see the 
overview of our Group targets and commitments on pages 8 to 10. 

 

Risk and opportunity Metrics 

Technology risk  
and opportunity

Expenditure on R&D relating to solutions that 
contribute to the decarbonisation of our 
businesses’ sectors(2)

Market risk and 
opportunity

Revenue from new products that contribute to  
the decarbonisation of our businesses’ sectors

Carbon policy and 
regulations risk

Total GHG footprint, total energy consumption and 
percentage of electricity from renewable sources

Sector reputation  
risk and opportunity

Melrose’s external sustainability rating  
(for example, MSCI or Sustainalytics)

(2) Please refer to page 31 for climate-focused R&D investment to date.
(3) For more details, please refer to page 11.
(4) Where renewable electricity is commercially and reasonably available in the relevant jurisdiction.
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Environmental

We are believers in industry and its potential to help solve society’s 
most pressing needs. We buy good-quality but underperforming 
industrial businesses, with established positions in markets that can 
be among the most difficult to decarbonise.

Our Group environmental strategy has two key elements. Firstly,  
we seek to address environmental impact from an operational 
perspective, both at a Group level and within each of our businesses, 
backed by ambitious sustainability targets and supported by targeted 
investment. Secondly, we encourage our businesses to help their 
customers to address their environmental impact and to contribute  
to the decarbonisation of their respective industries. 

Our Group Environmental policy, approved by the Board, 
demonstrates our commitment towards driving sustainable 
production methods and infrastructure, and minimising the potential 
negative impact that our businesses may have on the environment 
over the longer term. The policy, which applies to all individuals 
working across our businesses, can be found on our website at  
www.melroseplc.net/media/2805/environmental-policy.pdf. 

No material environmental fines or penalties were issued against any 
of the businesses in 2022 or in the previous four years.

Water 
Water is an essential resource for multiple production processes 
within our businesses. It is acknowledged, however, that water 
scarcity is a global challenge, causing a range of issues that cannot 
be solved unilaterally. Water conservation is becoming an increasingly 
important topic for our businesses and their stakeholders and thus, in 
2021, Water was elevated within the Melrose Group materiality matrix. 

During 2022, we adopted a Group Water policy which takes account 
of current good practice for industrial businesses, reflects our 
decentralised ownership structure, and is sector-agnostic to enable its 
application and onward implementation within each Group business 
from time to time in the context of their respective sectors. The policy 
sets out the Group water management position and is centred around 
the key principles of ensuring that our businesses remain resilient 
to any risks associated with water; minimising potential impacts on 
water availability and quality; and facilitating business contributions 
to addressing water challenges and improving water management 
practices. The Group Water policy can be accessed on our website  
at www.melroseplc.net/media/3038/water-policy.pdf.

The Melrose Board of Directors, supported by the Melrose senior 
management team, has overall responsibility and oversight of the 
Group Water policy and water-related matters. The executive 
management team of each business has direct responsibility for 
ensuring effective management of their respective business’s 
water-related risks and opportunities throughout their operations and 
with their suppliers. The requirements under our Water policy are 
supported by a newly set Group-level target of a 25% reduction in 
water withdrawal intensity by 2030(2) (reported above normalised m3 
per £1,000 of turnover), and a process-oriented drive to support each 
business within the Group towards implementing the Group Water 
Stewardship Programme, which was launched in 2022 and focused 
on the following key elements: 

• Reporting and operations: a review of water discharge with  
a view to improve the breadth and depth of water reporting. 

• Science-based approach to determine severity of water 
challenge: we will encourage our businesses to use the 
Aqueduct Water Risk Atlas of the World Resources Institute 
(“WRI”) to identify priority sites located in areas where issues  
with water availability and quality are most prominent.

• Context-based site-level self-assessment: building off the 
prioritisation of sites, businesses will be encouraged to conduct 
site-level assessments to understand risks, impacts and 
dependencies and identify benefits that can derive from pursuing 
mitigation opportunities.

• Divisional water withdrawal targets: during our ownership, our 
businesses are expected to set their own water withdrawal targets 
which will be informed by the assessment work and correspond 
to the nature of operations. 

• Divisional supplier engagement: each business is expected to 
engage with its top suppliers for value chain water footprinting, 
identification of risks and exploring mitigation opportunities. 

Environmental 
leadership
Our strategic sustainability priority is 
to respect and protect the environment. 
We do so by encouraging our 
businesses to avoid harmful impact 
on the air, water and soil as far as 
possible.

Our sustainability objective UN SDGs

Addressing our Group impact on  
the environment

Material 
topics

Group targets Progress

Waste • Divert 95% of our solid 
non-hazardous waste from 
landfill by 2025 and 100% by 
2030(1) 

  Fulfilled and 
being maintained

Water • Reduce water withdrawal intensity 
by 25% by 2030(2) and implement 
the Group Water Stewardship 
Programme to improve water 
management across our 
businesses

 On track

(1)  Excluding hazardous waste. 
(2)   Target baselined on full year 2021 and with consideration of half year 2022 performance.  

Baseline was set in conjunction with the timeframe of the Group’s target-setting process.M
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• Reassessment and continuous monitoring: the priority sites 
and priority watersheds are expected to be reassessed on 
a regular basis to reflect best available science and shifts in 
operations and supply chains. They may change over time due 
to acquisitions, divestitures or significant changes to businesses’ 
operations. This reassessment will be reflected at Group level 
should significant changes materialise.

Water withdrawal data is presented in the table below, showing 
a decrease in total water withdrawn across the Group in 2022 
compared to 2021. In 2022, our water withdrawal disclosure has been 
further segmented by geographical region, showing that the largest 
proportion of our water is withdrawn in North America and Europe. 
The decrease in the water intensity is reflective of the increased 
importance placed upon Water as a material topic within the Group, 
and the introduction of a water withdrawal target and accompanying 
Water Stewardship Programme.

Melrose Group water withdrawal(3) data for the period  
1 January 2022 to 31 December 2022

Cubic metres 2022 2021(4)
Change 

(2022/21)

Water withdrawal (m3) in operations(5) 3,590,209  3,788,965 -5%

North America 1,609,608 n/r (6) –

South America 333,471 n/r –

Europe 1,066,620 n/r –

Asia 580,510 n/r –

Company’s chosen intensity 
measurement:  
Water withdrawal (m3)) per £1,000 
turnover(7) 0.476  0.550 -13%

In 2022, we updated the high-level analysis of our operations in 
water-stressed(8) areas to reflect the changing Group composition. Our 
manufacturing and office sites(9) were reviewed to identify operations 
in areas of “high” (40%-80%) or “extremely high” (>80%) baseline 
water stress, according to the WRI Aqueduct Water Risk Atlas tool. 
Areas of “high” or “extremely high” water stress, according to the WRI 
definition, are areas where human demand for water exceeds 40% 
of resources. We have identified that 16% of our businesses’ current 
sites are located in areas of “extremely high” baseline water stress, 
and a further 17% of current sites are currently located in areas of 
“high” baseline water stress. Engagement with our businesses to work 
towards reducing withdrawals in these areas is an active and ongoing 
process, towards addressing and improving water management. 

(8)   For these purposes, baseline water stress measures the ratio of total water withdrawals to 
available renewable surface and groundwater supplies. 

(9)   For these purposes a “site” is defined as a manufacturing site or office that is under the 
operational control of the relevant business. It excludes sites in which the Group holds an 
interest of 50% or less, and supplier or third-party facilities.

(3)   For these purposes, water withdrawal is defined as the sum of all water drawn into the 
boundaries of the organisation (or facility) from all sources for any use over the course of the 
reporting period.

(4)  2021 water withdrawal data has been restated. 
(5) Data was collected from 100% of sites across the Group in 2022 and 2021.
(6)  Not reported. 
(7)   The Group’s chosen intensity ratio is water withdrawal reported above normalised m3 per 

£1,000 of turnover. The data has been standardised from the source units in which it was 
initially collected. The turnover figures used to calculate the intensity ratio include continuing 
businesses only and do not include any share of revenues from entities in which the Group 
holds an interest of 50% or less.

Reducing water use is one of the six key environmental targets 
which GKN Aerospace has set for 2025. Delivering on its 
commitment to reduce water use and continuously improve its 
water data collection and monitoring processes, water reduction 
performance is measured and reported on a quarterly basis to  
the Executive Committee. GKN Aerospace’s water target-setting 
process has identified sites that are the largest consumers of water, 
where processes such as machining, surface treatment and 
painting which typically require a lot of water, are applied. In the last 
two years, additional focus, operational efficiency measures and 
process improvements have enabled GKN Aerospace to reduce 
absolute water consumption at its largest water consuming site 
leading to a significant reduction in water intensity business-wide.

Case study 
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solid non-hazardous waste 
diverted from landfill in 2022 
against the 95% target by 2025

>90% 

Environmental
Continued

Waste management
Our businesses are actively encouraged to reduce the amount of 
waste they generate and to divert waste from landfill. To support this, 
we have implemented a Group-level target to divert 95% of solid 
non-hazardous waste from landfill by 2025 and 100% by 2030(1).

In 2022, we have improved data collection processes across our 
businesses and improved our waste management disclosure. As 
shown in the table below, the waste generation data for the Group  
in 2022, showing an overall increase in the solid waste generated 
compared to 2021. This was partially driven by production returning  
to near pre-pandemic levels. Despite the increase in absolute waste 
weight, there have been reductions in the proportion of non-
hazardous waste that is sent to landfill. Additionally, a larger proportion 
of waste is being sent to higher waste hierarchy options of recycling in 
2022 compared to 2021.

Melrose Group waste generation data for the period  
1 January 2022 to 31 December 2022

Tonnes 2022 2021(2)
Change 

(2022/21)

Total waste 259,854 n/r(3) –

thereof liquid waste 61,136 n/r –

Total solid waste 198,718 162,336 22%

thereof non-hazardous waste 172,449 151,900 14%

thereof non-hazardous waste to landfill 6,230 n/r –

thereof non-hazardous waste  
for recycling/reused 166,219 n/r –

thereof hazardous waste 11,333 10,436 9%

thereof hazardous waste to landfill 1,599 n/r –

thereof hazardous waste for recycling/treatment 9,734 5,394 80%

thereof incinerated waste 14,936 5,850 155%

Waste to landfill  
(hazardous and non-hazardous) 7,829 9,175 -15%

Solid waste diverted from landfill 190,889 153,161 25%

Solid non-hazardous waste diverted 
from landfill 166,219 n/r –

Solid non-hazardous waste diverted 
from landfill rate 96.39% n/r –

Company’s chosen intensity 
measurement(4): 
Tonnes of solid waste per £1,000 turnover 0.0263 0.0236 11%

Waste management was also a focus for community engagement 
across the businesses in 2022. For example, GKN Aerospace 
undertook a number of activities relating to environmental issues:  
from planting trees at its sites in Solihull, UK and Jingjiang, China  
to supplying a school in Bangalore, India with plantable seed pens, 
reducing 900 plastic pens to landfill, and collecting plastic packaging 
to be upcycled into useful products. GKN Automotive’s employees  
ran litter-picking initiatives in Japan, and in Thailand, they organised 
the collection and recycling of used water bottles for reuse in the 
manufacture of school bags in the local area.

(1)  Excluding hazardous waste.
(2) In 2021, total solid waste is made up of non-hazardous and hazardous waste.
(3)  Not reported.
(4)   The turnover figure used to calculate the intensity ratio does not include any share of 

revenues from entities in which the Group holds an interest of 50% or less. The turnover 
figure includes continuing businesses only.

Biodiversity
During 2022, the Melrose Board approved a new Group Biodiversity 
policy for implementation at Group and business levels. The policy 
sets out our foundational principles and expectations of our 
businesses in promoting the growth of the natural world and help 
prevent deforestation. From this, they are expected to build their own 
business-level policies and practices over time. Biodiversity is defined 
as the variety of plant and animal life in the world or in a particular 
habitat, a high level of which is usually considered to be important  
and desirable. Melrose recognises the importance of biodiversity and 
how fundamental it is to our society. We aim to preserve biodiversity 
and ensure future generations can enjoy its benefits. The Group 
Biodiversity policy can be found on our website at www.melroseplc.
net/media/3037/biodiversity-policy.pdf.

Product lifecycle management
Our businesses assess their products’ impact on the environment in 
terms of use of materials, waste, energy and emissions. By increasingly 
incorporating circular economy principles into their design and 
manufacturing processes where possible, our businesses can reduce 
their environmental impact and deliver products to their end-markets 
with increased durability and longevity, reduced emissions and waste. 
Across the Group, lifecycle assessments have been completed for 13% 
(by revenue) of total products sold in 2022.

GKN Automotive’s key focus in 2022 was to expand the 
implementation of lifecycle assessment to reduce or remove critical 
materials, reduce embedded carbon and improve efficiency of 
products. Specifically, assessments have been used to provide 
scientific data at the product design stage to examine the 
environmental impact of products and manufacturing processes 
alongside efficiency, cost, ease of manufacture and ease of reuse 
or recyclability metrics.

GKN Powder Metallurgy also performs lifecycle product assessments, 
with risks and opportunities considered across its processes including 
design, development, procurement, production, transport, packaging, 
use and end-of-life treatment. Several improvement actions have been 
identified following the completion of these assessments, including 
recycling of metals and other materials, conducting surveys on 
compressed air systems to reduce energy leaks, eliminating or 
reducing the use of petroleum products, and improving manufacturing 
operations to improve energy efficiency and reduce emissions.

To limit the end-of-life product impact on the environment, some 
businesses are actively involved in product takeback programmes. 
GKN Automotive is involved in an initiative whereby old driveshafts are 
collected from designated garages and transformed into “as good as 
new” products generating savings in energy, water, emissions and 
steel in production. Remanufacturing enables GKN Automotive to 
save at least 1,600 tonnes of steel per year by reusing 80% of the steel 
from cores collected. Additionally, its site in Ribemont, France, has 
developed and installed a recycling system to collect and regenerate 
the grease used in the driveshaft remanufacturing process. In 
addition, the products from GKN Powder Metallurgy’s Hoeganaes 
division are 100% recyclable, and their powder is produced using 
scrap metal. It also takes back green (not yet sintered) scrap and 
unused powder from internal and external customers, re-mills it and 
mixes it back into new products. 
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>£3m
LED lighting retrofits

>£1.5m
More efficient air conditioning and heating systems

>£1m
Renewable energy installations

>£1m
Insulation improvements

>£12.5m
Energy-efficient equipment

Energy efficiency 
Our businesses seek to reduce energy use and emissions within their 
operations through more efficient use of electricity, fuel and heat, by 
increasing the proportion of renewable energy where commercially 
viable, and by implementing other climate-positive actions such as 
sustainable transport initiatives. During 2022, the Group more than 
doubled its investment in energy efficiency programmes, having as a 
whole invested over £19 million (2021: over £9 million) in the following 
initiatives. Please see page 60 for further details:

Our businesses take a tailored approach to implementing climate-
related initiatives that are most relevant and impactful to their 
operational and market environments. Each business is at a different 
stage in implementing their climate strategy. Notable examples 
of initiatives and activities in 2022 are set out below.

Manufacturing processes
GKN Aerospace’s focus on improving energy efficiency in its 
manufacturing processes in 2022 was mainly placed on efficiency 
assessments. As such, the business has embedded a continuous 
programme of repairs and maintenance across its sites and put in 
place a procedure for more regular checking of pressured air systems 
for potential leaks to ensure energy is not wasted.

GKN Automotive implemented a number of manufacturing process 
improvements in 2022. A revised torch system design for tool heating 
at the Sandford, US site, has reduced propane use by 3.5%, compared 
to the previous design, and has now been implemented as an ongoing 
standard. The revised heating process saved over 12,000 kWh in seven 
months of implementation. Other energy savings in 2022 have been 
achieved as a result of a reduction of compressed air production 
through the elimination of leakages, such as in Olesnica, Poland, where 
180,000 kWh has been saved. Furnace standby temperature reduction, 
implementation of manufacturing shut down procedures and a review 
of washing machine temperatures also contributed to business 
energy savings. 

In 2022, GKN Powder Metallurgy completed the upgrade of energy 
efficient cartridge valves across 30% of main hydraulic presses with 
estimated 20% worth energy savings compared to the old values. 
Operational energy savings of c.15% have been achieved at GKN 
Powder Metallurgy’s plant in Radevormwald, Germany by reducing 
the compressed air pressure in operational infrastructure. The 
reviewed working schedules of furnaces (sinter furnaces and 
secondary heating furnaces) in 2022 have revealed potential energy 
savings through a combination of a new shift pattern and revised 
layout of plants. 20% of furnaces can now be shutdown at any one 
time, allowing for reduced energy consumption and estimated 
emissions savings of 7,000 tCO2e per year.

Lighting retrofits
Eleven of GKN Aerospace’s manufacturing sites have invested in 
retrofitting lighting to LED in 2022, including sites in Papendrecht, 
Netherlands; Trollhattan, Sweden; Kongsberg, Norway; Langfang, 
China; Mexicalli, Mexico and El Cajon, US. Over 70% of manufacturing 
floors are now lit by LED lighting and GKN Aerospace intends to 
further expedite the replacement of older light bulbs with LED lighting, 
with expected energy savings of 300,000 kWh. 

In 2022, LED upgrades across GKN Automotive sites resulted in 
1,300 MWh of energy savings. Significant projects occurred at sites 
in Olesnica, Poland; Köping, Sweden and Zumaia, Spain. 

Most of the GKN Powder Metallurgy sites in Europe already have 
LED lighting systems as part of extensive local energy efficiency 
programmes. An upgrade of the fluorescent lighting at its site in Milan, 
Italy to LED in 2022 is expected to save up to 177,000 kWh a year. 

Efficient air conditioning and heating systems installation
The four new air conditioners installed at GKN Aerospace’s site in 
El Cajon, US in 2022 are expected to be at least 20% more efficient 
than the replaced equipment. 

GKN Automotive has made a number of upgrades to air conditioning 
and heat systems at its sites in 2022, which resulted in energy savings 
totalling 3,400 MWh. These included installation of heat recovery 
systems at sites in Olesnica, Poland and Bruneck, Italy which have 
already saved over 710,000 kWh and over 570,000 kWh respectively. 

In 2022, GKN Powder Metallurgy also installed a new efficient 
compressed air unit at the site in Milan, Italy with a new heating 
system expected in 2023.

Use of and investment in energy efficient equipment
Smart sockets have been installed in office spaces at the GKN 
Aerospace site in Filton, UK, to reduce energy consumption of 
electronic equipment. The new systems enable monitors, computers 
and lighting to be switched off automatically based on historical use, 
so that equipment is automatically switched off during night-time, 
weekends or absence. 

GKN Automotive’s site in Sandford, US replaced an oversized air 
compressor and decommissioned the associated cooling tower 
system to reduce electricity use and water consumption. The 
replacement is estimated to reduce energy consumption by 4%. 

Energy efficient equipment has been central to energy reduction 
initiatives at a number of GKN Powder Metallurgy sites in 2022. 
At the Hoeganaes plant in Buzău, Romania, the first annealing furnace 
was equipped with new-generation heat recovery burners to improve 
efficiency. Its site in Bruneck, Italy also implemented a smart solution, 
developed by GKN Powder Metallurgy’s own engineers and IT 
experts, aiming to reduce cooling unit costs and save an estimated 
100,000 kWh annually.
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Environmental
Continued

Renewable energy installations
GKN Aerospace has made progress in planning solar energy 
production with proposals for over 1MW of solar panel system 
installations at various sites. 

As well as GKN Aerospace’s role in transforming the aerospace 
industry towards a net zero future, the business was recognised by  
a Swedish regional Sustainability award committee for pioneering  
use of green energy, with its facility in Trollhättan running on 100% 
hydro-power from the town’s river for more than three years. 

GKN Automotive’s manufacturing facility in Bruneck, Italy, has 
implemented a number of improvement measures, including the 
100% green electricity powered plant, saving 5,000 tonnes of CO2 
annually, as well as the groundwater cooling system installed at the 
plant which saves 1MWh of energy annually and incorporates a heat 
recovery system, meaning waste heat from machinery can be used 
to supplement the hot water and heating supply in our buildings, 
thereby reducing the amount of energy the plant uses for heating. 

GKN Powder Metallurgy has also invested in installing solar panels 
at two sites in Bad Brückenau, Germany, and in Milan, Italy.

Supply chain management
We require our businesses to participate responsibly and sustainably 
within their supply chains and to mitigate the risk of supply chain  
issues. At a minimum, we expect them to source raw materials and 
manufacture products in a responsible, ethical and sustainable manner.

In 2021, we elevated the importance and prominence of Responsible 
sourcing across the Group as a material sustainability topic. Supply 
chain engagement, as the key enabler of our commitment to source 
responsibly, has therefore received greater focus.

In 2022, the Group engaged with our businesses’ top suppliers (by 
annual spend) as part of its participation in the CDP Supply Chain 
engagement initiative. The selected suppliers which were engaged 
were reflective of the organisations that are likely to have larger carbon 
footprints due to their size and therefore, the initial engagement 
with them was most critical and impactful for tracking progress 
and seeking to improve reporting transparency.

In line with our decentralised model, we expect our businesses to 
drive with their suppliers to respect, protect and minimise impact  
on the environment, which in practice means requiring suppliers  
to comply with the applicable international, national, and local 
environmental legislation relating to energy use, waste, emissions, 
water and resource consumption and management. Our businesses 
are also expected to encourage suppliers to respect their employees’ 
human rights, provide good and safe working conditions, and 
positively contribute to their communities. In practice, this means 
ensuring that workers are treated equally, with respect and dignity,  
in compliance with labour regulations where all workers are paid a  
fair wage that meets or exceeds the minimum standards or prevailing 
industry and local standards, eliminate excessive working hours for  
all workers, and protect workers’ health and safety rights at work.

While the Board retains oversight of supplier-related Group policies 
that apply to all businesses across the Group, the responsibility for  
the implementation and management of these governance principles 
rests with divisional management. Our Group supplier-related policies 
include the new Supply Chain policy, introduced in 2022 (www.
melroseplc.net/media/3039/supply-chain-policy.pdf), the Conflict 
Minerals policy (www.melroseplc.net/media/2593/conflict-minerals-
policy.pdf), the Human Rights policy (www.melroseplc.net/
media/2806/human-rights-policy.pdf), and the policy principles laid 
out in the Melrose Code of Ethics (www.melroseplc.net/media/3040/
code-of-ethics.pdf). Our businesses are required to engage with their 
supply chains to ensure they operate in a manner that supports the 
Group’s commitment to acting ethically and responsibly and to 
implement the relevant actions to achieve this.

Supplier qualification
Our businesses are expected to implement supplier qualification 
processes where relevant which, at a minimum, require suppliers to 
complete risk assessments aimed at identifying and appropriately 
managing the risks associated with environmental and social 
sustainability of their operations.

Our businesses each have a supplier code of conduct, or an 
equivalent, that applies globally to all their suppliers and outlines the 
ambition to safeguard both human rights and the natural environment. 
Each business’s new suppliers are required to comply with the 
respective business supplier code of conduct or equivalent policies 
and depending on the determined level of risk, may also result in an 
audit or further reviews. 

GKN Aerospace’s Code of Ethics explicitly articulated its expectations 
of suppliers in key ethics areas including anti-bribery and corruption  
to encourage suppliers to “speak up” if they see or suspect any 
wrongdoing in their operations. Many of GKN Aerospace’s long-term 
supplier service agreements contain environmental compliance 
clauses and require its suppliers to adhere to all applicable 
environmental laws and codes, and to its own policies relating to 
environmental sustainability. This is in line with GKN Aerospace’s 
commitment to ensure that its sourced products do not contain any 
substance which is prohibited by any environmental laws and that all 
chemical substances contained in the products have been registered 

Improvements to building insulation and its design
GKN Aerospace’s site in Hoogeveen, Netherlands, improved the 
insulation of its long heating system piping and ducting to reduce 
heat loss in 2022. 

Reducing the impact of employee transportation
GKN Aerospace promoted a “Zero-Emissions day” through its 
sustainability champions across various sites in 2022 to highlight 
approaches to reducing emissions coming from employee commute.

Many of GKN Automotive’s sites have designated areas with bike 
racks and sheds to encourage employees to cycle to work. In 2022, 
the business also continued to work towards offering permanent UK 
employees the option to opt for an electric or hybrid car via a salary 
sacrifice scheme, due to be launched in early 2023. 

Larger GKN Powder Metallurgy sites, such as in Mexico, Italy and 
Turkey, have arrangements with local bus companies to provide 
employees with a local transport option to facilitate their commute  
to and from work. 

Other activities
Across the Group, there has also been an increased focus on turning 
equipment off completely when not in use and adjusting settings to 
reduce energy consumption. 

For instance, at GKN Aerospace’s Papendrecht, Netherlands site, 
heating settings in buildings have been lowered by 2°C where 
possible, with boiler temperatures lowered by 10°C, and assembly 
staff have been provided with softshell jackets for work during colder 
days. Energy saving through weekend and out-of-hours shutdown 
procedures was also a focus area for GKN Automotive in 2022.  
In the context of the energy crisis, GKN Powder Metallurgy 
established an EU networking team for energy reduction in 2022. 
Monthly engagement enables the sharing of energy saving best 
practice between plants. Documentation of key projects according 
to use of waste heat, peak load management and storage of energy 
will occur concurrently. 
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with, authorised by or notified to the European Chemicals Agency  
as required by REACH, the EU regulation governing the manufacture  
and import of chemical substances and concerning registration, 
evaluation, authorisation and restriction of chemicals. GKN Aerospace 
also added new direct material suppliers to the REACH compliance 
assessment process covering all suppliers, which was performed in 
2020, and updates have been performed on selected suppliers based 
on changes. Additionally, the quality of raw materials sourced by GKN 
Aerospace is certified based on specific qualification requirements 
outlined in the material specification and laboratory testing.

At GKN Automotive, all new suppliers must complete its procurement 
information request form as well as to agree to its general purchasing 
conditions, which require compliance with the business’s Supplier 
Code of Conduct. Its specific environmental requirements ensure that 
all of its suppliers are contractually bound by environmental clauses. 

Within GKN Powder Metallurgy, risk assessments focus on specific 
equipment or products rather than in relation to each supplier. For 
equipment, there is a checklist of environmental and occupational 
safety and energy efficiency aspects that must be provided by 
suppliers, while in the case of products (such as oils and chemicals), 
each site has a tailored register and procurement process for 
identification and approval of hazardous substances. 

Conflict minerals
As set out in the Group Conflict Minerals policy, we require our 
businesses to have strict procedures in place in respect of sourcing 
products or raw materials containing 3TG minerals to the extent 
required by applicable laws or customer expectations, and to seek  
to identify whether 3TG minerals are sourced responsibly and from 
conflict-free geographies. As a minimum, relevant suppliers are 
required to perform due diligence to ascertain whether any 3TG 
minerals in products are conflict-free, and complete the Responsible 
Minerals Initiative reporting template or equivalent, as required by the 
respective business.

GKN Aerospace’s long-term supplier framework stipulates the 
requirement for adherence by suppliers to conflict mineral laws and 
requires them to have own policies and procedures in place to ensure 
compliance by their employees and sub-tier supply chain. In addition, 
its general purchasing conditions require suppliers to comply with  
the GKN Aerospace Code of Ethics as well as all applicable laws, 
regulations and codes. It is the responsibility of each site to retrieve 
evidence of suppliers’ conflict mineral compliance, with work ongoing 
to potentially establish a central GKN Aerospace compliance platform 
for supplier surveys, which will capture suppliers’ reporting in relation 
to conflict minerals. To ensure its requirements for suppliers are 
aligned with the latest labour and human rights standards and laws, 
GKN Aerospace is currently revising its Supplier Code of Conduct, 
which is due for publication in 2023. As part of its awareness raising 
efforts, the business also organised a pilot workshop in 2022, held by 
an associate professor in critical materials and product design from 
the Delft University of Technology, Netherlands. 

Employees from the engineering and lean manufacturing functions 
were introduced to the principles and challenges of managing critical 
materials and conflict minerals, highlighting the importance of 
considering them at the product design stage.

GKN Automotive, in line with its standalone detailed policy on this 
topic, requires regular conflict minerals analysis with relevant suppliers, 
who are requested to perform due diligence and analysis and respond 
via the CFSI (“Conflict-Free Sourcing Initiative”) reporting template. In 
2022, GKN Automotive undertook conflict mineral assessments of 73 
suppliers. Supplier follow-ups are undertaken based on this data and 
an annual findings report is distributed on demand to customers. In 
2022, GKN Automotive also undertook an identification exercise to 
map smelters in its extended supply chain. 

GKN Powder Metallurgy’s standard procurement framework includes 
the requirement for suppliers to provide data regarding origins of raw 
materials, and other specific content from the Conflict Minerals policy. 
In line with this requirement, GKN Powder Metallurgy’s raw material 
suppliers receive the CFSI conflict minerals reporting template annually, 
and smelters associated with suppliers are identified accordingly.

Training 
The Group supports its businesses in implementing and managing 
policies across their respective supply chains. In line with the Group’s 
decentralised model, the nature and geographical representation 
of the businesses’ respective supplier bases, responsibility for the 
implementation and management of all supplier-related policies rests 
with businesses’ executive management teams. Key to success is 
ensuring that the procurement function is fully trained, complies with 
the relevant policies and that new suppliers are onboarded in line 
with applicable social and environmental regulations and the relevant 
Group compliance policies.

During 2022, GKN Aerospace conducted an extensive internal exercise 
to review the current training regime against key legal and compliance 
risks, which resulted in a comprehensive update of its training modules 
and bespoke training sessions aligned with the business’s compliance 
framework. In the first quarter of 2023, sustainability will be the headline 
topic of GKN Aerospace global procurement training, aiming to upskill 
employees around supplier environmental compliance best practice. 
GKN Aerospace’s supplier quality assurance standards require its 
Engines divisions’ suppliers to go through a mandatory quality 
foundational assurance training that is provided through the Society 
of Automotive Engineers and generic for all aerospace engine OEMs. 
In GKN Aerospace’s Civil and Defence divisions, supplier training in 
most cases are performed through the OEM.

In 2022, GKN Automotive commissioned an external training course 
for procurement leaders in order to equip them with sustainability 
knowledge and skills, and the commercial ESG drivers behind 
sustainable procurement and compliance. Over 90 procurement 
employees have now received this training.

In line with our decentralised model,  
we require our businesses to work  
closely with their suppliers towards 
minimising their environmental impact, 
respect their employees’ human rights, 
provide good and safe working conditions 
across their operations, and positively 
contribute to their communities.” 
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Social

The Melrose Group Code of Ethics reinforces our sustainability 
principles and provides our businesses with clear guidance as to how 
the Board and Melrose senior management team expect them to 
conduct business, and the consequences of non-compliance. The 
Code of Ethics outlines the policies and procedures that Melrose has 
put in place to drive best practice in health and safety, wellbeing and 
training, and to promote diversity and inclusion throughout the Group. 
The Code was approved by the Board and last updated in December 
2022. It can be found on our website at www.melroseplc.net/
media/3040/code-of-ethics.pdf. 

A great place to work
For our businesses to perform well and achieve their potential, it is 
important to nurture an engaged, capable and enthusiastic workforce. 
We want to ensure that they prioritise people, enabling them to enjoy 
the work they do, and that employees’ safety and wellbeing is a 
priority. We value and champion diversity in its broadest sense and 
drive our businesses to create working environments that nurture 
employees and encourage them to grow and act with integrity. 

Employee engagement
We recognise the importance of engaging with employees in a 
meaningful way to support their development and ensure that our 
businesses provide the best working environment. Consultations 
between businesses and their employees are held regularly to ensure 
that concerns are addressed in a meaningful and mutually beneficial 
way. Such consultations are performed through confidential and 
anonymous all-employee engagement surveys. The results are shared 
with the businesses’ executive management teams, plant directors, 
HR teams and other people leaders, and are then further analysed 
through fora such as employee focus groups. Across all our 
businesses, action plans are developed to help address areas for 
improvement. The survey feedback and resulting measures are 
shared with employees through various engagement tools, such as 
town hall meetings. In 2022, each business undertook engagement 
surveys, with the average response rate of 75.3% (2021: 75%).

Our people

Promoting diversity, prioritising and 
nurturing the wellbeing and skills 
development of employees, and 
contributing to the communities that  
they are part of, is instrumental to the 
success of our businesses and their 
impact in the regions where they operate.
We drive our businesses to increase positive contributions and  
minimise the negative impact of their business activities. This  
approach enables us to create transparency around, and ensure 
continuous growth of, their social contributions to monitor progress  
on an ongoing basis and to complement their strategic business 
agendas with a macro social perspective.

Our sustainability objective UN SDGs

Promote diversity and prioritise and nurture  
the wellbeing and skills development 
of employees and the communities  
that they are part of

Material 
topics

Group targets and commitments Progress

Health, 
safety and 
wellbeing

• Protect our employees from 
injury and lost time accidents 
(“LTA”) and maintain a LTA 
frequency rate below 0.1

  Fulfilled and 
being maintained

Talent and 
workforce

•  Ensure that all permanent 
employees receive regular 
annual performance reviews 
where permitted by local laws 
and employee representative 
bodies

 On track

Community • Invest £10 million over five years 
through the Melrose Skills Fund  On track

Diversity 
and 
inclusion

• Maintain a Board and Melrose 
Executive Committee comprising 
at least 33% female membership 

  Fulfilled and 
being maintained

• Maintain achievement of the 
Parker Review recommendations   Fulfilled and 

being maintained
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In 2022, the majority of our businesses were also monitoring whether 
employees felt as though their feedback from engagement surveys 
had been listened to and the results of this have been very positive.

Following GKN Aerospace’s all-site engagement survey in 2022, with 
a response rate of 79%, the executive management team developed 
an action plan to improve areas such as access to IT resources and 
effective onboarding. The annual Pulse survey, which aims to 
understand how action planning is progressing and how effective 
employees think it is, revealed meaningful improvements towards set 
goals. To ensure effective accountability and progress tracking, all 
people managers across the business receive detailed reports about 
their teams’ level of engagement, and consequently, in-person team 
sessions were held to discuss the results and agree an action plan to 
improve the day-to-day experience of working. 

GKN Automotive’s 2022 engagement survey saw a response rate  
of 84% and formulated global themes of focus in 2023, setting  
the agenda for improving leadership visibility and communication, 
continuing to take action in building a diverse workforce and inclusive 
workplace, and helping to improve the range of tools and ways of 
working. Results were made available to all eligible managers via  
a dedicated online platform and with the support of local HR, they 
were shared with employees in order to build meaningful localised 
action plans.

GKN Powder Metallurgy’s engagement survey in 2022 saw a 
response rate of 63%, receiving positive feedback relating to 
teamwork and personal performance motivation, and highlighting 
improvement areas centred around employee development and 
growth opportunities. The overarching results have been 
communicated to all employees through internal channels and 
site-specific results have been communicated to local management 
teams. Workshops to develop site action plans were then facilitated 
and follow-ups to track progress were arranged. 

The Group Workforce Advisory Panel (“WAP”), established in 2019  
to enable key views of the workforce to be heard and considered by 
our businesses’ executive management teams where they can have 
maximum impact. The WAP reports to the Board on an annual basis 
to provide visibility and oversight of key workforce views, which are 
then discussed and considered at Board meetings. The WAP is 
chaired by a member of the Melrose senior management team and 
comprises the Chief HR Officer, or equivalent, from each business in 
the Group. Each member of the WAP is responsible for promoting 
workforce engagement, disseminating information and collating the 
voices of their workforce. They are also responsible for demonstrating 
how key workforce views are fed into their respective executive 
management team’s decisions, as well as ensuring that the 
employees are aware of their impact on such decisions. Key 
workforce views in 2022 related to learning and development 
opportunities, particularly in the context of the current macroeconomic 
climate. Please refer to the Talent and career management section  
on pages 46 to 47 for examples of how this has been addressed. 

Melrose requires its businesses to safeguard the contractual and 
statutory employment rights of their employees. Each business is 
encouraged to maintain constructive relationships with employee 
representative bodies, including unions and works councils. 

Group employees as at 31 December 2022

Permanent employees of which:  38,691
 Full-time employees 37,694
 Part-time employees 997

Temporary employees 4,691

Apprentices 405 

Total 43,787

The rights of workers to participate in collective bargaining and their 
freedom of association is respected across all businesses. Workers 
are entitled to join or form trade unions of their own choosing and to 
bargain collectively where legally permissible within their jurisdiction. 
Workers’ representatives are not discriminated against and have 
access to carry out their representative functions in the workplace. 
Trade union membership fluctuates year-on-year depending on the 
Group composition. 

Melrose and each of its businesses continue to pay all UK employees 
at least the real living wage, and offer all employees in the UK the 
opportunity to work for at least 15 hours per week.

invested in workforce training 
during 2022

c.£8m
female representation on the 
Board, meeting the expectations 
of the FTSE Women Leaders 
Review

40%
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Pensions
With every acquisition, Melrose seeks to strengthen pension scheme 
arrangements for the benefit of employees and retirees, improving 
the probability that all historic benefit promises are met in full. We take 
pride in having substantially improved all of the UK pension schemes 
under our ownership, with many of them becoming fully funded on 
departure from the Group. For example, under Melrose ownership, 
the McKechnie UK pension scheme was improved from 58% funded 
at acquisition to more than fully funded upon leaving the Group, and 
the FKI UK pension scheme was improved from 87% funded at 
acquisition to fully funded upon its departure from the Group. Both of 
those schemes were sold into Honeywell International Inc., a US-listed 
group with the financial covenant strength expected of a market 
capitalisation exceeding US$140 billion. 

Our focus on strengthening pension schemes begins from when we 
acquire a new business, and the GKN pension schemes are the latest 
example of this. The GKN UK defined benefit pension schemes had 
been chronically underfunded, and we were proactive, transparent 
and constructive in agreeing commitments with pension trustees 
during the acquisition of GKN. Prior to acquiring GKN, we committed 
to providing up to £1 billion of funding contributions, which included 
doubling annual contributions to £60 million, on top of providing 
£150 million of immediate contributions. In our short period of 
ownership, we have met our commitments and have significantly 
strengthened the pension schemes.

For example, so far we have:

• Eliminated the GKN UK defined benefit pension scheme 
accounting deficit.

• Agreed more secure funding targets of Gilts +25 basis points 
(GKN 2016 scheme prior to its 2021 buyout) and Gilts +75 basis 
points (GKN 2012 schemes 1-4) to achieve more prudent funding 
targets and therefore less risky investment strategies.

• Rebalanced the GKN schemes across the GKN businesses to 
avoid overburdening any one business and to provide stability  
and better security for members.

• Having funded the GKN 2016 scheme to 115%, arranged a 
buyout with an appropriate insurer that secures the futures of over 
8,000 pensioners’ member benefits.

Our model for ensuring the long-term prosperity of our businesses’ 
pensions schemes is founded on the following principles:

• Set realistic and prudent funding targets to ensure improved 
financial health for the long-term delivery of members’ benefits.

• Increase funding levels during our period of stewardship. 

• Provide better structural and financial security to our businesses’ 
pension schemes during our ownership.

• Insist on independent trustees to chair our businesses’ pension 
schemes in accordance with governance best practice.

• De-risking our businesses’ pension schemes through 
appropriately prudent discount rates, relatively unadventurous 
investment return targets and hedging against changes to 
liabilities arising from inflation and/or interest rate movements.

Securing our employees’ and retirees’ futures through responsible 
stewardship of their pensions is of strategic importance to the Board.

Reward and recognition
Each of our businesses has policies in place relating to recruitment, 
talent development and succession planning, supported by training 
programmes and effective management. They are required to ensure 
that relevant opportunities are in place for employees to discuss 
career development with their direct managers, and each business 
encourages internal applications for open positions. In 2022, 12%  
of open positions were filled by internal candidates (2021: 20%)(1). 

Open positions filled by  internal candidates

2022 12%

20%

25%

31%

15%

2021

2020

2019

2018

Overall voluntary attrition

2022 12%

9%

10%

10%

25%

2021

2020

2019

2018

 

(1) Data was collected from 100% (by headcount) of the Group in 2021 and 2022. 

Where permitted by local laws and employee representative bodies, 
performance evaluations are undertaken across our businesses,  
with 46% of employees receiving a performance appraisal in 2022 
(2021: 45%)(1). At the time of writing, performance evaluations for 
2022 were ongoing. In the pursuit of improvement, in 2022, GKN 
Automotive committed to ensuring that all permanent employees 
receive performance reviews by 2024. It has also revised its evaluation 
guidance and improved the communication of the performance 
calendar across employees.

Annual salary reviews are aligned with performance evaluations where 
applicable to ensure that employees are paid fairly and correctly for 
the position they hold. In compliance with all applicable local laws 
relating to the provision of pensions, over 70% of the Group’s 
permanent employees (by headcount) benefit from being a member 
of a company-based pension scheme.

Other forms of employee recognition are in place across our 
businesses to identify and reward individuals for their contribution. 
For example, GKN Aerospace hosts annual Excellence Awards which 
are open to all employees. In 2022, over 190 entries were received 
showcasing the great work that is being done across the business 
and within local communities. Winners and highly commended entries 
were selected across eight categories and from eight countries. 
These categories included Living the Culture Principles, Health and 
Safety, and Quality and Customer Excellence. The Excellence Award 
winner for the Living the Culture Principles category in 2022 was 
the Connected Women Employee Resource Group, who created 
a support network for women throughout the business and have 
markedly raised awareness of the importance of diversity, inclusion 
and belonging. Several GKN Automotive sites have created specific 
awards linked to its values and commitment to publicly recognise and 
reward employees for their contribution to the success of its plants. 
These awards are delivered during monthly business results meetings 
in the presence of leaders.

Social
Continued
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Diversity, equity and inclusion
Driving our businesses to create and maintain a diverse, inclusive  
and safe environment is a priority as a Group. We recognise the 
importance of diversity in building a high-calibre workforce and are 
committed to championing diversity in the broadest sense, be that 
along geographical, cultural or personal lines, encompassing gender, 
race, ethnicity, country of origin, nationality, colour, social and cultural 
background, religion, family responsibilities (including pregnancy), 
sexual orientation, age and disability. We are actively engaged in 
finding ways to increase diversity across the Group, and the sectors 
in which our businesses operate. 

Melrose ensures that entry into, and progression within, the Group is 
based on aptitude and the ability to meet fair criteria outlined in job 
descriptions. For any employees with a disability, we take steps to 
ensure reasonable adjustments are made where required. Melrose is 
proud to be a member of the Business Disability Forum, a not-for-profit 
member organisation that works with the business community to 
understand the changes required in the workplace for disabled persons 
to be treated fairly, so that they can contribute on an equal-opportunity 
basis to business success, society and economic growth. 

The Melrose Code of Ethics highlights the importance of diversity 
and inclusion and is supported by our Board of Directors’ Diversity 
policy and our Melrose Diversity, Equity and Inclusion policy, both 
of which are reviewed and approved each year by our Nomination 
Committee. Copies of these policies can be found on our website at 
www.melroseplc.net/sustainability/data-reports-and-policies.

Promoting diversity at all levels
The Board is committed to furthering diversity at all levels. In particular, 
the last four Non-executive Director appointments have been female. 
Furthermore, two of the committee chairs, the Chair of the Audit 
Committee and the Chair of the Nomination Committee, are now 
held by women. As at 31 December 2022, Melrose had 40% female 
representation on the Board (2021: 42%), which meets the expectations 
of the FTSE Women Leaders Review (formerly the Hampton-Alexander 
Review) for 40% female representation on FTSE 350 boards by the 
end of 2025, and the incoming Financial Conduct Authority (“FCA”) 
requirement for 40% female representation on boards for financial years 
starting on or after 1 April 2022. In addition, Melrose continues to meet 
the Parker Review target of having one Director from an ethnic minority 
background on its Board.

Gender diversity at Board level 

Male Female

At 31 December 2022 6 (60%) 4 (40%)

At 31 December 2021 7 (58%) 5 (42%)

At 31 December 2020 7 (70%) 3 (30%)

Diversity is promoted below Board level as well. Melrose established 
an Executive Committee at the beginning of 2020 in order to pave the 
way for a diverse pipeline for succession planning purposes and to 
recognise the diversity of thought leadership at a senior level. As at 
31 December 2022, the Melrose Executive Committee and its direct 
reports consisted of 39% female representation (and 36% female 
representation specifically at an Executive Committee level), 
exceeding the Hampton-Alexander Review target of 33% female 
representation within executive teams and their direct reports, and 
close to the new target set by the FTSE Women Leaders Review of 
having 40% female representation within executive committees and 
their direct reports by the end of 2025.

Our businesses are required to promote diversity throughout their 
respective organisations. Examples of recent divisional initiatives 
include the creation of employee resource groups, focused on 
diversity and inclusion programmes, and mandatory unconscious bias 
training for leaders. As such, GKN Aerospace has run six Employee 
Resource Groups (Connected Women, LGBTQ+, African, Black 
Caribbean Professionals Network, Veterans & Reservists, Future 
GKN, Mastering Neuro-diverse Strengths) since 2021, to provide 
groups of like-minded people a platform to help educate others, 
collaborate and put their ideas into practice. 

This followed the relaunch of its Diversity, Inclusion and Belonging 
(“DIB”) policy along with the creation of a DIB Steering Committee  
in 2020. In 2022, the total membership across these groups is over 
700 employees. The business also has external partnerships to help 
promote diversity with OUTstanding (a network which unites LGBT+ 
executives and allies who are not only successful in their own careers 
but also in creating supportive workplaces for others within the  
LGBT+ community), and Where Women Work (an organisation which 
celebrates women’s achievements in the workplace while recognising 
the companies that support them).

There are also initiatives across the Group to recruit diverse talent. 
GKN Aerospace’s recruitment policy requires diverse candidate short 
lists and diverse interview panels for all roles across the business, 
whilst GKN Automotive has embedded diversity criteria in external 
search firm activity. Additionally, all GKN Aerospace and GKN Powder 
Metallurgy US sites have affirmative action plans to promote equal 
opportunities and diversity as required by law. 

The businesses provide a range of diversity and inclusion training 
opportunities. For example, equal opportunities and diversity  
training is included in GKN Aerospace onboarding materials and in 
supervisors’ training, with new additional training for all employees to 
be rolled out in early 2023 via e-Learning and face-to-face learning. 
GKN Automotive employees, in turn, have access to over 150 short 
e-Learning diversity, equity and inclusion courses. GKN Powder 
Metallurgy has rolled out a diversity unconscious bias training within 
its US sites as part of the onboarding process for new starters. 

Through the Melrose Skills Fund, Melrose is working on a project  
to help improve socio-economic and ethnic diversity within the 
engineering sector as a whole. This project is being led by Enginuity,  
a not-for-profit organisation that leads on several initiatives to support 
the engineering and manufacturing sectors, and also involves input 
from the trade union Unite. As part of the project, the team created  
an engineering task-orientated computer game contextualised for the 
aerospace sector with a focus on sustainable projects. The game was 
then piloted at secondary schools in the West Midlands and Bristol 
that met certain socio-economic and ethnic criteria in order to bring 
awareness to students of the engineering industry and potential job 
opportunities within it. The pilot project received positive feedback 
from students and teachers alike, and we are now working with 
Enginuity to roll out the game on a national scale. 

Permanent employee gender diversity at 31 December 2022

  Male Female Total 

Total Group permanent employees 30,815 (80%) 7,876 (20%) 38,691

All Group businesses offer a variety of different job opportunities  
to suit employee requirements, providing workplace flexibility and 
contributing to work-life balance. In 2022, 88.4% of employees  
were permanent and 10.5% were on temporary contracts. 2.5% of 
permanent employees were part-time, and 97.5% of all employees 
were full-time. Each business also offers the opportunity for a career 
break, with applications considered on an individual basis and ranging 
from educational requests to care responsibilities. During 2022, for 
example, a GKN Aerospace employee was granted a career break  
to support the Red Cross on the Polish/Ukrainian border. 

Gender pay gap reporting 
The gender pay gap indicates the percentage difference in the 
mean and median base and bonus pay between all employees in the 
workforce. Gender pay gap reporting legislation in the UK requires 
organisations with 250 or more employees to report annually on the 
pay gap between their male and female employees. This legislation is 
currently applicable to one company within the Group.

Although GKN Aerospace Services Limited saw its median gender 
pay gap increase in 2022 to 10.4% (2021: 8.3%), it was still significantly 
smaller than the UK’s national average median gender pay gap (14.9%) 
and it also achieved a materially smaller median gender pay gap than 
the industry average for manufacturing companies (16.7%)(1).

(1) Source: Office for National Statistics Gender 2022 Pay Gap Table 16.12.
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Talent and career management
Skills development 
Melrose is committed to promoting employee career development 
and life-long learning. Our businesses are proactive in anticipating 
both short and long-term employment needs and skills requirements 
for the success of their respective workforces. Boosting productivity 
is central to Melrose’s strategy to improve performance across its 
businesses, all of which are encouraged to ensure that extensive 
training opportunities are available and promoted to all workers at all 
stages of their careers and that high skills levels are cultivated and 
maintained across the Group.

Training programmes across the businesses start with new-hire 
onboarding programmes to accelerate knowledge and exposure to 
the businesses’ culture, strategies, and objectives. A wide range of 
learning opportunities are provided throughout their career, extending 
beyond functional skills development to personal development and 
leadership opportunities, and all employees are encouraged to 
actively engage in their career development.

Leadership training is an integral part of ensuring the workforce 
remains engaged and innovative. We encourage our businesses to 
develop a diverse pipeline of successors for key roles and leadership 
positions to secure robust succession strategies. Annual talent 
reviews help identify individuals who have the ability and aspiration  
to grow into more stretching roles.

Our businesses have their own leadership programmes that are most 
relevant to their employees, sectors and organisations, and these 
programmes are becoming increasingly popular and receiving positive 
feedback. Such programmes are in place for high-performing 
employees to support their transition from individual contributor to 
first-leadership position and beyond. 

Leadership programmes in our businesses 
GKN Aerospace has a global development programme in place  
for new leaders. Set4Success was launched in 2021 with over  
300 participants and has continued to receive positive feedback 
throughout 2022. Its objective is to ensure that each leader has the 
core fundamental soft skills to complete their role effectively, to be 
able to lead an engaged team that works productively together, and  
to improve their communication style and skills. GKN Aerospace  
also continues to operate its Future Leaders and Leaders of Leaders 
development programmes which help to identify and assess potential 
employees who have the ability and aspiration to grow into larger 
roles, and who are successors for key roles and leadership positions. 
In 2022, over 120 employees were selected to participate in a rigorous 
assessment programme and benefit from having an accelerated 
development plan. Furthermore, in 2022 GKN Aerospace also piloted 
a Commercial Development and Collaboration Programme which  
was created to ensure that the teams provide high-standard customer 
service. Participants are supported in developing communication, 
influencing and negotiation skills, which aims to improve employee 
retention in the long term. Over 30 employees participated in the  
pilot which commenced in October 2022, with a further cohort  
of 160 employees due to take part in 2023.

Driving our businesses to create and 
maintain a diverse, inclusive and safe 
environment is a priority for the Group.”

Social
Continued

In 2022, GKN Automotive launched two new leadership development 
programmes, the Global Leader Programme and the Plant Director 
Communications training courses. The Global Leader Programme 
was launched in November 2022 for managers responsible for 
small teams and/or functional units and aims to increase participant 
self-awareness, strengthen communication skills, improve use of 
critical questioning skills, enhance collaboration across levels, and 
provide participants with appropriate tools to lead and embrace 
change effectively to accelerate transformation. The programme 
outlines clear expectations of the behaviours required to be a great 
leader at GKN Automotive, increases engagement and reassures 
employees by providing them with tools to lead their teams effectively. 
The Plant Director Communications training was launched in March 
2022 for plant directors, operations directors and VPs of operations  
to develop their ability to adapt their style of communication upwards 
and downwards. GKN Automotive launched another two country-
specific leadership programmes in 2022. The Frontline Leadership 
Programme launched at sites in the US, provided curated LinkedIn 
learning courses focusing on behaviours aligned with value stream 
leader roles. Leaders in Transformation, in turn, was launched in  
Brazil to empower team leads to have the tools to guide employees 
authentically, with constructive feedback and encouragement for 
career growth.

GKN Powder Metallurgy has operated a Leaders Programme since 
2010, providing tools for middle management positions, such as plant 
and department managers, to learn the necessary skills for their 
current roles and next career steps.

Training and development

 2022 2021 2020

Average training time per employee (hours) (1) 17 23 13 

Average training spend per employee (£) (2) 183 209 166

Total number of training hours (3) 729,474 929,878 338,406

Total annual spend on workforce training (£)(4) 7,992,943 8,384,837 8,591,293

(1) Data was collected from 100% (by headcount) of the Group in 2022 and 2021, and from 39% in 2020.
(2) Data was collected from 98% (by headcount) of the Group.
(3) Data was collected from 100% (by headcount) of the Group in 2022 and 2021, and from 39% in 2020.
(4) Data was collected from 98% (by headcount) of the Group.M
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Training opportunities across the businesses
Our businesses deliver a variety of flexible training programmes 
through a combination of online and in-person training. In 2022,  
nearly 80% of employees receiving training during the year. 

GKN Aerospace’s employees continued to be encouraged to build 
their lean capability and gain associated certifications within its 
Lean Learning Academy, designed and launched in 2020 to provide 
frameworks to improve health and safety, work performance and 
reduce inefficiencies using the Lean Six Sigma principles. The 
business now has over 6,800 employees certified to lean foundation 
level, over 680 trained to lean advanced level, and over 360 certified  
to lean advanced level. In addition, over 350 people achieved the  
Six Sigma Green Belt, and 50 people were awarded with Six Sigma 
Black Belt. GKN Aerospace also launched a new non-conformance 
management training programme in 2022 to supplement the wider 
effort of standardising site-level systems for quality teams. 

GKN Automotive continued to develop employee expertise with its 
Oracle learning management system, launched in 2021 and containing 
over 70 e-Learning courses on a wide range of topics such as 
programme management, engineering, quality & risk, legal, product 
safety and IT. At a site level, site learning leads run recurrent monthly 
gatherings to share learning experiences and support implementation 
and engagement. 

GKN Powder Metallurgy also continued to ensure key competencies are 
covered through its wide-ranging training programmes on offer which 
complete its annual organisational planning process focusing on career 
opportunities, succession planning and specific training needs across all 
locations. Its Fusion training platform, launched in 2021, continued to help 
manage and track learning activities, currently available to employees in 
the US, with the expansion to Brazil and Mexico underway.

Apprenticeships and graduate programmes
Apprenticeship programmes assist with training a new generation 
of employees and help to ensure that knowledge is retained within 
the businesses. In 2022, over 400 apprenticeships were in place 
across the Group’s businesses, providing a mix of on-the-job and 
classroom training. 

GKN Aerospace runs a number of apprenticeship programmes. 
The three-year high school apprenticeship programme admits over 
30 students each year, with the aim of transforming the students into 
highly skilled aerospace operators through gaining knowledge and 
experience of working with basic processes and manufacturing 
methods, as well as learning about materials and the industry’s 
high-quality requirements. The programme provides qualifications 
to apply to technical education at university level and prepares each 
student for a career in engineering. Apprenticeship programmes for 
engineering and functional support roles are also available at GKN 
Aerospace, combining onsite learning practical skills with classroom 
studies. In 2022, over 150 of GKN Aerospace’s apprentices were 
in learning apprenticeships ranging from aircraft fitting to human 
resources. GKN Aerospace also sits on the Aerospace Trailblazer 
Apprenticeship Employer Group to help shape future apprenticeships. 
It is currently chair employer of the sub-working group, leading 
the development of the new Level 3 Engineering Technician 
Apprenticeship Standard for aerospace and aviation, which is due  
to be launched in 2024.

GKN Aerospace is also an employer partner for the West of England 
Institute of Technology, which focuses on advanced engineering 
and high-value manufacturing. GKN Aerospace Bristol’s schools 
engagement team has been working on activities to recruit more 
female apprentices over the last five years and has achieved an over 
10% female representation to date. 

GKN Automotive runs an extensive apprenticeship programme with 
over 140 apprentices onboard at the end of 2022. The apprentices are 
largely located in Brazil, India and Germany, with the role and skills 
development dependent on local requirements. Development of these 
early career individuals sits locally and their roles vary across locations.

Apprenticeships within GKN Powder Metallurgy combine learning 
practical skills with classroom studies and help prepare apprentices 
for a future career in engineering. The business offers a formal 
apprenticeship programme in Germany and more localised 
opportunities in the US.

In line with the Group’s strong focus on training and developing 
graduates, in 2019 GKN Aerospace launched a 27-month global 
graduate development programme which aims to prepare graduates 
for successful careers within the business. It provides a mix of 
real-world placements and structured development across the 
different business lines and functions. 20 global graduates joined the 
business in September 2022. Following the successful creation of 
Sustainability e-Learning Modules by graduates on the programme  
in 2021, over 300 employees throughout the business completed the 
training in 2022. Last year, GKN Aerospace’s graduates also hosted 
and coordinated five Meet&Greet sessions virtually, to learn from  
but also widen their network with the GKN Aerospace leadership 
teams globally. These sessions were wholly coordinated and run  
by the graduates themselves, and proved to be hugely successful.

GKN Automotive continues to support graduate recruitment and 
training through hiring at a more localised level, thereby better 
supporting the communities in which it works. In 2022, there were over 
100 graduates on localised programmes globally. GKN Automotive is 
currently recruiting for its 2023 UK Graduate Programme, a two-year 
programme presenting graduate opportunities across the five strategic 
functions: finance, human resources, commercial, communications, 
and strategy.

GKN Powder Metallurgy runs graduate programmes in China and 
India, hiring local talent and developing them for the future needs  
of the business. 

In addition to apprenticeships and graduate programmes, GKN 
Aerospace and GKN Automotive also run a number of internship and 
cooperative education programmes, whereby students complement 
their studies with paid periods of work over the course of their degree. 
These programmes give students the opportunity to gain valuable 
industry experience that helps broaden their skillsets, whilst helping 
businesses develop a talented and diverse recruitment pool.

Apprenticeship and graduate programmes across the GKN 
Aerospace and GKN Automotive businesses are supported by the 
Melrose Skills Fund which was launched to provide financing to 
develop the capabilities required to build the UK’s industrial base,  
with a commitment to invest £10 million over five years. As well as 
supporting apprenticeships and graduate programmes, the Melrose 
Skills Fund invests in STEM programmes, manufacturing hubs,  
digital skills and employee development, helping equip the UK with  
the future skills it needs to grow its industrial skillset.

Leadership training is an integral part  
of ensuring the workforce remains 
engaged and innovative. We encourage 
our businesses to develop a diverse 
pipeline of successors for key roles and 
leadership positions to secure robust 
succession strategies.”

S
o

cial

M
el

ro
se

 In
d

us
tr

ie
s 

P
LC

 
S

us
ta

in
ab

ili
ty

 R
ep

or
t 2

02
2

47



Melrose Skills Fund
Upon acquiring GKN in 2018, Melrose made public commitments aimed at building the UK’s industrial base through the creation of the Melrose 
Skills Fund, which would invest £10 million over five years. It was initially intended that the Melrose Skills Fund would be directed by a Skills 
Board. However, we considered that time was best spent on immediately looking into projects and opportunities that we could invest into. 
Whilst the Melrose Skills Fund has been utilised for a number of varied projects (including our Enginuity diversity project highlighted on page 45), 
the following table demonstrates how we are meeting our commitments. 

Commitment Achievements

Support our businesses through 
the Melrose Skills Fund

GKN Aerospace has utilised the Melrose Skills Fund to accelerate the upskilling of its technical workforce. 
For example, in line with the strategic agenda of producing sustainable products, formal lifecycle analysis 
training and courses based on the Zero Defect Manufacturing method are delivered to increase 
workforce expertise, improve product management, quality, and delivery. The GKN Aerospace Learning 
and Education Hub at its Global Technology Centre in Filton, UK, continues to act as a facility for 
delivering training programmes and STEM activities, such as active engagement with early careers in 
schools and colleges. 

GKN Automotive has utilised the Melrose Skills Fund’s investment for staff development, providing 17 
courses in EV-related engineering subjects and providing 12 engineers with an opportunity to pursue 
system engineering development training.

Enhance and grow the current 
R&D facilities at GKN 
Automotive’s Innovation Centre 
in Abingdon, UK 

In 2021 alone, GKN Automotive utilised over £1.2 million of the Melrose Skills Fund to support its 
Innovation Centre in Abingdon, UK. Part of this funding was used for the launch of its Advanced Research 
Centre focused on developing next-generation eDrive technologies for future EVs, complemented by  
a partnership with the University of Nottingham and Newcastle University to increase knowledge and 
capability in the automotive electrification area and strengthen R&D in the UK. In 2022, the Centre  
had six research projects running, engaging six GKN Automotive engineers, a further six university 
researchers and an additional two PhD students who are developing GKN Automotive’s cutting-edge 
innovation roadmap. 

Create 100 to 150 new 
apprenticeships in engineering, 
technology and science 

From 2018 up to 31 December 2022, the Melrose Skills Fund has enabled our GKN Aerospace and  
GKN Automotive businesses to create 217 UK apprenticeship opportunities, as part of its commitment  
to promote aerospace careers and engineering among the next generation. 

GKN Aerospace has supported and invested in the restoration of the historic modified Mk1 Spitfire 
aircraft which will return to flight in 2024. The business has provided its apprentices to work on the 
aircraft, while its education programme which runs alongside the restoration project aims to reach out  
to almost 100 schools around the UK with the support of digital education platforms and the launch  
of a new careers network aimed at bringing students and industry face-to-face.

Support higher education 
colleges around our GKN 
Aerospace and GKN Automotive 
businesses in the South West, 
the Midlands and Oxford

As member of the Automotive Council’s skills working group, GKN Automotive is proactively using its 
position, expertise, technical and testing facilities to improve EV skills and expertise, provide training  
and enhance the talent pipeline in the UK. With the backing from the Melrose Skills Fund, it continues  
to support the Institution of Mechanical Engineers’ Formula Student Programme, a testing ground for  
the next generation of world-class engineers. As part of the competition, university teams worldwide 
compete to build and race a track cart and develop technical and business strategies to market it. GKN 
Automotive has sponsored the teams from University of Nottingham and Oxford Brookes University, 
providing mentoring, technical expertise and testing facilities support to develop their electric drive trains. 
In 2022, Oxford Brookes University team won the best engineering design award. 

GKN Automotive’s UK Innovation Centre has also become the southern region sponsor of Primary 
Engineer, a UK-wide STEM engagement programme to encourage schoolchildren to engage with the 
subject of engineering. 

GKN Automotive also supported the IET Faraday challenge with six local Oxfordshire secondary schools, 
providing both sponsorship and two mentors for guidance and support. 

As a supporter of a UK charity which gets young people enthusiastic about science and engineering by 
challenging them to design, build and race an electric car, GKN Automotive also provides local primary 
and secondary schools with funding and mentorship. The go-kart scale electric cars built by pupils were 
also featured at the Formula Student Silverstone competition which was focused on STEM engagement 
in 2022, providing pupils with an opportunity to engage with university students and get a snapshot of 
their potential future education and career in engineering.

Social
Continued
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Community
Community investment is inspired at a Group level, but each business 
decides which specific causes it wishes to support. Our businesses 
are encouraged to engage their employees in contributing to local 
charitable and community initiatives, and lead by example through the 
sponsorship of such projects. In 2022, all businesses participated in a 
wide range of community development initiatives, providing significant 
investment in both volunteering time and material resources. 

GKN Aerospace donated towards the restoration of a renowned 
modified Mk1 Spitfire aircraft and provided apprentices to work on the 
aircraft. GKN Automotive sites also offered employee hours for work  
in educational establishments to provide careers talks, organise plant 
tours for local schools and run STEM-related competitions such as the 
car-building F24 competition and the IET Faraday Challenge days, an 
annual competition comprised of STEM activities. 

Community initiatives also encompass environmental programmes. 
GKN Aerospace’s community development initiatives ranged from 
planting trees at its sites in Solihull, UK and Jingjiang, China, to 
supplying a school in Bangalore, India with plantable seed pens, 
reducing 900 plastic pens to landfill. Weekly community clean-ups  
and plastic water bottle collections for recycling into school bags were 
organised across some of the GKN Automotive sites. A GKN Powder 
Metallurgy site in China invited staff to adopt and grow green plants  
on the shop floor, which helped raise awareness about environmental 
protection, while also transforming the working environment. Another 
GKN Powder Metallurgy’s site in China hosted a Green Environment, 
Green Life event which aimed to promote the use of reusable products 
by replacing plastic water bottles with stainless steel cups, also 
encouraging employees’ hydration.

The Group also channelled community investment towards 
humanitarian action in aid of the ongoing conflict in Ukraine. In addition 
to businesses’ donation campaigns for emergency response, sites in 
closer proximity to Ukraine, such as GKN Powder Metallurgy’s site in 
Buzău, Romania, provided more direct help to refugees and those in 
need, including food donations and employee volunteering time, while 
the management of the site offered local authorities its help to build a 
refugee centre. The site provided household equipment and assisted 
the City Hall and local educational institutions in setting up a small 
kindergarten. GKN Powder Metallurgy’s employees also organised 
recreational activities for the Ukrainian refugees and as of December 
2022, two Ukrainian refugees have been offered jobs at the site.

In 2022, Group’s cash donations to not-for-profit charitable 
organisations totalled £1,042,150 (2021: £703,408). 

Safety first
We drive our businesses to prioritise the health, safety and wellbeing 
of their employees and contractors. Committed to the highest 
standards, we instil strong governance principles, and effective and 
robust policies, to ensure our businesses have the right procedures 
and training programmes in place. Our businesses take a holistic 
approach to employee wellness, which starts with protecting their 
physical and mental health, protecting their social wellbeing, and 
respecting their human rights, and extends to ensuring a positive 
workplace culture that attracts and retains a highly skilled workforce. 
To this end, in 2021 we implemented a Group-level target to achieve 
an annual LTA Frequency Rate of below 0.1, which all our businesses 
are aligned with in their respective sustainability strategies. This 
underpins our overarching commitment to stop all preventable 
accidents from occurring within our businesses and to their 
contractors, through the promotion of safe behaviours across all 
locations, and an enhanced focus on hazard identification and 
awareness. In 2022, we maintained a LTA Frequency Rate of below 
0.1, and continued to prioritise continuous health and safety 
improvements across each of our businesses in the push for the 
LTA Frequency Rate of zero. 

Our businesses are encouraged to 
engage their employees in contributing 
to local charitable and community 
projects. The Group made cash 
donations to not-for-profit charitable 
organisations in 2022 of over £1 million.”

Sites with zero LTA track record
At GKN Automotive’s Eskisehir, Turkey plant, health and safety  
and a focus on eliminating even the smallest risks are top priorities. 
This is recognised in the nine consecutive years without a lost time 
related accident. 

Moreover, 50% of GKN Automotive’s sites have maintained a 
zero LTA frequency rate in the last three years, and notably the site 
in Olesnica, Poland has reported 1,000 days with zero LTA. Further, 
two GKN Powder Metallurgy sites have celebrated 10 or more 
years with no LTAs.

By working closely with health and safety experts, and encouraging 
all employees to complete risk notifications, any potential risks are 
rectified as quickly as possible, for further achievements in excellent 
health and safety records across the Group’s businesses. 

Case study 
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Group health and safety management framework

The Group operates a decentralised model, and to meet its 
expectations for health and safety standards, each business is 
ultimately responsible for creating and maintaining their own safe  
and healthy workplaces, implementing operational best practices, 
maintaining a robust culture of health and safety awareness, training 
and performance, ensuring comprehensive audits and focus on 
continuous improvement. This is delivered through the Group health 
and safety management framework. Health and safety management 
systems, implemented across all our businesses are supported by 
internal health and safety effectiveness audits, external assurance 
reviews conducted by the Group’s insurance brokers, with regular 
oversight and challenge by the Melrose senior management team, 
quarterly reporting to the Board, and further regular oversight over 
any material incidents or issues that arise.

As at 31 December 2022, 76%(1) (2021: 75%) of sites (inclusive of 
office, production and testing sites) within the Group were certified 
to the ISO 45001 international standard, with additional relevant 
sites progressing towards accreditation. All of GKN Automotive’s 
production sites and test centres and all of GKN Powder Metallurgy 
manufacturing sites are ISO 45001 certified. GKN Aerospace released 
a Leader’s HSE handbook in 2021 which details the requirements for 
effective management that all sites must comply with. To maintain ISO 
accreditation, all businesses must undertake third-party auditing on 
a three-year certification cycle, with annual surveillance audits taking 
place in between to ensure standards are being maintained. 

Health and safety performance
We are focused on cultivating a strong safety culture within our 
businesses through emphasising the importance of preventing 
avoidable incidents and implementing near miss reporting, which 
requires an enhanced focus on hazard identification and awareness. 
Behaviour-based programmes and continuous training and 
awareness campaigns remain central to the approach of all divisions 
in improving their safety performance.

Our businesses’ sites are expected to perform regular risk 
assessments and use a variety of health and safety KPIs which are 
specific to the exact nature of the business and its associated risks.  
To provide visibility and oversight for the Board, information is collated 
quarterly on three key performance indicators – Major Accident 
Frequency, Lost Time Accident Frequency, and Accident Severity 
Rate – for each business and covering all of their sites. Although 
responsibility for health and safety rests with the businesses, in the 
unfortunate circumstance of a very serious incident, the Melrose 
senior management team will engage directly with the relevant 
divisional executive management team and report any actions taken 
directly to the Board. 

Method of calculation
All businesses report the same three KPI metrics for health and safety. 
Given the expansion and diversified nature of the Group, weightings 
have been applied to each business’s reported health and safety 
performance according to the size of its workforce relative to that  
of the other businesses within the Group. Therefore, the larger the 
workforce, the more heavily such division’s health and safety 
performance drives the Group performance figures. 

Strategic objective 
The Company has an objective to stop all preventable accidents.

Target
The Group has maintained an average LTA Frequency Rate of less 
than 0.1 in 2022, hence achieving the Group target for the year.

Performance(2)

Major Accident Frequency Rate records the average number of LTAs 
that have resulted in more than three days off work (defined as ‘major’ 
accidents), per 200,000 hours worked.

2022 0.06

0.04

0.19

0.27

0.19

2021

2020

2019

2018

LTA Frequency Rate records the average number of LTAs,  
both major and minor, per 200,000 hours worked.

2022 0.07

0.06

0.30

0.43

0.28

2021

2020

2019

2018

Accident Severity Rate records the average number of days  
an employee takes off work following an accident at work.

2022 16.04

30.17

20.39

19.15

26.59

2021

2020

2019

2018

Board — supported by the Melrose senior management team

Site health and safety teams

Business unit executive management teams

External health and safety reviews conducted from 
time to time including by the Group insurance broker

Engage external providers to conduct reviews

Group insurers

Social
Continued

(1)  2022 data was collected from 98% (by sites) of the Group. 
(2)  Data has been restated for all years to reflect the Group workforce only.

Quarterly health and safety 
performance reporting against 
Group KPIs, and regular reporting 
of serious or material accidents

Implement, monitor and maintain 
high standards of health and 
safety awareness, appropriate 
protective measures, and systems, 
controls, training and protocols  
to drive high health and safety 
performance, with a view to 
eliminating preventable accidents

Regular health and safety 
performance reporting
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The Group’s Major Accident Frequency Rate and LTA Frequency 
Rate increased year-on-year for the Group businesses, while the 
Accident Severity Rate has decreased as a result of fewer working 
days lost per accident compared to 2021. The Group’s trajectory of 
longer-term improvement continues, and our businesses continue to 
uphold, learn from their experience and further improve health and 
safety standards. The general trend of improvement reflects the 
continued investment in health and safety initiatives across all 
businesses and highlights continued focus across the businesses in 
the past five years. No fatalities were recorded across employees and 
contractors in the Group during 2022. 

As the businesses’ health and safety performance improves and 
matures under Melrose’s ownership, in line with our decentralised 
model, responsibility for driving strategic improvement in health and 
safety transitions back to the businesses, with continued close 
oversight from the Melrose senior management team. 

At the Board’s request from time to time, external health and safety 
compliance experts are engaged through the Group’s insurance 
brokers to review the health and safety audit function within each 
business, with a focus on verifying its operations and where relevant, 
to recommend continuous improvement measures as they evolve. 
This review programme uses a combination of remote and physical 
site visits and regular discussions with the health and safety leads at 
each of the businesses to provide assurance of the robustness of 
health and safety systems within the Group’s businesses where 
required from time to time. Recommendations are fed back to the 
Melrose senior management team for oversight and challenge as 
required, and to the relevant business executive team to manage 
implementation. During 2022, the Group’s insurance brokers 
continued to recommend continuous improvement measures to the 
businesses, and monitor their implementation to contribute towards 
maintaining good health and safety practices. Each of the Group 
businesses is expected to operate to an acceptable standard and 
demonstrate a continued strong commitment to health and safety. 
In parallel with existing businesses’ initiatives, the Group’s insurance 
brokers in the US continued to conduct independent health and 
safety compliance reviews across select sites where it was required, 
focusing on potential major injuries and occupational health exposures.

Health and safety training
Ongoing health and safety training is a key component of a robust 
safety culture and a prerequisite to achieving our Group LTA target. 
With all current employees receiving training on a regular basis, 
awareness of health and safety issues and the Group’s policy on 
health and safety is also included in induction training for all new 
joiners across the Group.

All employees within the Group’s businesses have access to the 
online thinkSAFE! training portal and must complete at least one 
module per quarter. Training modules vary in content by business, 
with GKN Aerospace for example, rolling out training on cranes and 
heavy lifting equipment, waste, reuse and recycle, machinery in 
motion, and Golden Safety Rules in 2022. Individual GKN Automotive 
sites tailor the thinkSAFE! initiative to their specific requirements, and 
GKN Powder Metallurgy’s programme includes workplace, transport, 
energy, PPE and slips, trips and falls. Our businesses also carry out 
other technical health and safety training related to their specific 
business activities.

70% of employees across the Group’s businesses received health 
and safety training in 2022 (2021: 81%)(3).

Employee wellbeing
The Group’s holistic approach to employee management recognises 
the importance of protecting employees’ physical health, as well as  
their mental and social wellbeing. It rests upon three key areas of 
diversity and inclusion, effective employee engagement and ensuring 
health and safety conditions in the workplace. Employee wellbeing 
programmes are implemented at a business level to ensure that they 
are most impactful and relevant. This includes GKN Aerospace’s  
Mental Health & Wellbeing Committee, which shares best practice in 
supporting employees with mental health and wellbeing initiatives in each 
region, and its ThinkHealth e-brochure, which highlights areas such as 
self-care and provides employees with information on support resources. 
In 2022, GKN Automotive established an ESG Wellbeing Group which 
meets on a monthly basis to gather information to support the 
development and implementation of its Wellbeing Strategy. All GKN 
Automotive employees also have access to over 30 short wellbeing 
online courses on the LinkedIn Learning platform.

Our businesses also provide their employees with access to 
Employee Assistance Programmes (“EAPs”), which are designed to 
help employees and their families deal with difficult life issues, ranging 
from counselling support, mental health and wellbeing advice and 
guidance on legal and financial queries, which is gaining importance 
against a backdrop of increased cost of living. The service is free and 
provided on a confidential basis, 24 hours a day, seven days a week. 
Whilst the GKN Powder Metallurgy EAP is available to all employees 
and dependents, the GKN Automotive programme provides more 
localised assistance. Employees across all businesses are also 
encouraged to drive their own wellbeing initiatives.

Ensuring the highest standards of product quality  
and safety
We are committed to ensuring that our businesses achieve the 
highest standards of product quality, reliability and safety. Recognising 
the importance of protecting the wellbeing of the ultimate end users  
of their products, each business follows strict product design and 
development procedures to ensure precise delivery to customer 
specification and seeks opportunities to enhance quality and safety 
performance. 

The Group takes a preventative approach to product responsibility 
through instilling effective controls and processes around social 
factors such as safety and quality assurance, including crisis 
management procedures and processes including, but not limited to, 
potential recall programmes.

In 2022, 98% (2021: 98%) of the Group’s product portfolio (by revenue) 
was certified to a recognised international quality management 
standard of ISO 9001, ISO/IATF 16949 or EN/AS9100.

Almost 100% of the GKN Aerospace product portfolio, and total units 
produced or repaired at its sites, comply with the EN/AS9100 
accreditation. The relevant certifying bodies audit the manufacturing 
facilities and support functions at least annually for surveillance audits and 
recertify the sites once every three years. In addition to the EN/AS9100 
series accreditation, a number of GKN Aerospace certified entities also 
have additional regulatory approvals including EASA, FAA, and EMAR 
covering design, production and repair. 

All GKN Automotive’s and GKN Powder Metallurgy’s products are 
certified to the IATF 16949 standard (an automotive standard that 
includes and covers ISO 9001 requirements), or the ISO 9001. 
Since 2021, all sites have been integrated in a corporate audit 
scheme according to the IATF rules. Surveillance audits of all quality 
management systems are conducted annually by all businesses to 
ensure the standards are maintained, and recertification occurs every 
three years.

These high standards of product quality are recognised by our 
customers, with multiple industry awards received for excellence in 
quality, service and performance. 

(3)  Data was collected from 99% (by headcount) of the Group in 2021 and 2022.  
2021 data has been restated.
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Governance 

Our robust governance framework is overseen by the Melrose Board 
and supported by independent internal audit and risk functions, 
regular public disclosure and financial reporting, external audits, 
public accountability and conformance with leading benchmarks 
set by the UK Corporate Governance Code (the “Code”). The 
framework is also supported by direct engagement with investors, 
corporate governance and proxy advisors, and the Group’s wider 
stakeholders to ensure best market practice is being implemented. 

Ethics and 
compliance
Sound business ethics and integrity,  
and effective and transparent 
governance, are core to the Group’s 
values and fundamental for the success 
of our strategy. Melrose is a premium 
listed company with strong, established 
financial and non-financial controls  
that are continually assessed, tested 
and reviewed.

Melrose Board and committees
The Board consists of four executive Directors and six Non-executive 
Directors (inclusive of the Senior Independent Director and the 
Non-executive Chairman). Together, they bring a combination of skills, 
experience and knowledge to the Board that is complementary to 
the activities of the Company, and the Board is satisfied that there 
is sufficient challenge by Non-executive Directors of executive 
management in meetings of the Board, and that no individual or small 
group of individuals dominates its decision-making. Biographies of 
the Directors can be found on our website at www.melroseplc.net. 

The roles of each of the Non-executive Chairman, the Executive 
Vice-Chairman and the Chief Executive of the Company are, and will 
remain, separate in accordance with the Code and the Board policies. 
The Chairman, with the assistance of the Executive Vice-Chairman, is 
responsible for leadership of the Board. The Chairman sets the Board 
agenda and ensures that adequate time is given to the discussion of 
issues in order to facilitate constructive discussions with effective 
contributions from the Non-executive Directors, particularly on issues 
of strategic nature. The Chairman, with the support of the Company 
Secretary, also facilitates constructive Board relations by providing 
accurate and clear information in a timely manner. Responsibility 
for ensuring effective communications with shareholders rests with 
the Chairman, the Executive Vice-Chairman and the three other 
executive Directors. The Chief Executive is responsible for strategic 
direction and decisions involving the day-to-day management of 
the Company.

Our sustainability objective UN Goal

Exercise robust governance, risk  
management and compliance

Material topics Group commitment Progress

Ethical Conduct 
and Compliance

Business Model 
Resilience

• All employees, suppliers and 
contractors must comply 
with our Code of Ethics, 
conducting business with 
integrity and in a responsible, 
ethical and sustainable 
manner

  Fulfilled 
and being 
maintained
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The Board has an overarching corporate governance framework to 
ensure continued alignment of the Board and committee members’ 
roles and division of responsibilities with the Code, Melrose’s 
top-down Board and senior management risk oversight, and the 
Group businesses’ bottom-up risk management responsibilities. 
Each member of the Board is provided with a copy of the Company’s 
corporate governance framework, which they review, discuss and 
update periodically. 

Alongside the Board, the Company has an Audit Committee,  
a Nomination Committee and a Remuneration Committee. Each 
Committee has its own written terms of reference. The Company 
Secretary supports the committees in updating these terms of 
reference in order to comply with the Code and other good corporate 
practice. The terms of reference are continuously reviewed, although 
they are more formally reviewed on an annual basis in the committee 
meetings. The terms of reference are available on our website at  
www.melroseplc.net. For details on the time commitments and 
attendance of Directors at meetings, please refer to page 106 of our 
2022 Annual Report, and for further details on the Audit Committee, 
Nomination Committee and Remuneration Committee, please refer to 
pages 110 to 115, 116 to 118, and 119 to 144 respectively.

Sustainability governance
On pages 54 to 55 we provide an overview of our Group sustainability 
and climate change governance framework, which enables the 
delivery of our sustainability targets and commitments. The framework 
also facilitates the implementation of our overarching Group 
sustainability strategy within each business, as agreed by the 
executive management team of each business and overseen by the 
Board with the support of the Melrose senior management team. 

Sustainability is a permanent item on every Board meeting agenda, 
which provides a platform to update its members on matters relating 
to the Group sustainability programme and performance topics, some 
of which required Board approval. The Audit Committee is responsible 
for ensuring that the climate change risk is integrated into Group risk 
management and through its annual risk assessment it allows for  
a Group-level view of this principal risk through improving the 
understanding of the specific transition and physical risks and 
mitigation measures. The Nomination Committee is responsible  
for ensuring that Board membership and pipelines for succession 
planning are suitably diverse. The Remuneration Committee is 
responsible for recognising sustainability considerations in strategic 
element of the Melrose Group executive remuneration structure. 
Please see our Group sustainability and climate change governance 
framework on pages 54 to 55 for further information on respective 
responsibilities in setting the sustainability and climate change 
agendas and overseeing performance.

The topics discussed with the Directors throughout 2022 included 
various sustainability initiatives and updates on the divisional ESG 
performance, the Group Net Zero Transition Plan and TCFD 
disclosures, the launch of the Group Water Stewardship Programme 
and setting a Water target, as well as the updates on the Group 
inaugural participation in the CDP Supply Chain engagement initiative 
and the new Group Supply Chain, Water and Biodiversity policies. The 
divisional sustainability leads evaluate performance each quarter and 
present the results to the Melrose senior management team. As part 
of that process, they review the progress against Group sustainability 
targets and the implementation status of agreed-upon actions across 
the ESG KPIs which are reported to the Group alongside financial and 
operational metrics. Please refer to pages 8 to 10 of for more 
information on the Group sustainability targets and commitments. 
Please see the Melrose Group’s second TCFD report on pages 25 
to 35 for more details on climate change governance, strategy, risk 
management and metrics and targets. 
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Sustainability and  
climate change governance
In 2022, we further crystallised our Group sustainability and climate change 
governance framework, which enables the delivery of our targets and commitments. 
The framework illustrates how we govern the implementation of our overarching 
Group sustainability strategy, including climate-related risks and opportunities within 
each business during our ownership, overseen by the Board with the support of the 
Melrose senior management team. 

Governance
Continued

External advisors
• Help to identify divisional level climate-related risks and 

opportunities that are then fed into overall risk management 
process.

• Provide sustainability, climate-related and regulatory training 
and updates to the Melrose senior management team.

Melrose senior management team
• 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 Board 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 the Group 
Company Secretariat and the legal function, sustainability 
lead and sustainability coordinator.

Audit Committee
• Meets at least three times a year.
• Responsible for monitoring, overseeing 

and reviewing the effectiveness of the 
Group’s risk management processes and 
approach, including reviewing the Group’s 
principal 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 
over time shall integrate sustainability-
related financial information more closely, 
including in relation to climate change. 

• High-level visibility of 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.

Melrose Board of Directors
Has overall responsibility and oversight of Group sustainability strategy, including climate-related risks and opportunities and is supported by  
the Melrose senior management team.

Divisional CEOs and executive management teams
• Deliver operational ESG initiatives towards fulfilling their divisional 

and Melrose Group sustainability targets and commitments.
• Responsible for the management, implementation and  

oversight of their 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 the financial impact of the increased cost of energy and materials and climate-related  
mitigation opportunities, for example R&D and products contributing to decarbonisation and emissions  
reduction plans.

Divisional sustainability leads
• Execute the day-to-day running of the divisional executive 

management teams’ plans and strategy.
• Help to identify division-specific sustainability matters, 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.

• Ensure the monitoring of divisional sustainability targets at a granular level.
• Engage with the Melrose senior management team on a weekly basis.
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The framework fosters good information flows, reporting lines, and 
communication channels, enabling the Board, its committees and the Melrose 
senior management team to fulfil their respective governance responsibilities. 
Please see the Melrose Group TCFD Report on pages 25 to 35 for further 
details on our approach to integrating climate change considerations into the 
Group’s governance framework. 

External advisors
• Help to identify divisional level climate-related risks and 

opportunities that are then fed into overall risk management 
process.

• Provide sustainability, climate-related and regulatory training 
and updates to the Melrose senior management team.

Remuneration Committee
• Meets at least twice a year.
• Responsible for setting executive remuneration policy  

and integrating sustainability into the executive remuneration structure. 
• Addresses sustainability progress as part of the Annual Bonus Plan. 

Nomination Committee
• Meets at least twice a year. 
• Responsible for ensuring the membership of the Board and the pipeline  

for succession planning purposes reflects diversity. 

Workforce Advisory Panel
• Responsible for promoting the views and the interests of the workforce.

Melrose senior management team
• 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 Board 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 the Group 
Company Secretariat and the legal function, sustainability 
lead and sustainability coordinator.

Melrose Board of Directors
Has overall responsibility and oversight of Group sustainability strategy, including climate-related risks and opportunities and is supported by  
the Melrose senior management team.

Divisional CEOs and executive management teams
• Deliver operational ESG initiatives towards fulfilling their divisional 

and Melrose Group sustainability targets and commitments.
• Responsible for the management, implementation and  

oversight of their 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 the financial impact of the increased cost of energy and materials and climate-related  
mitigation opportunities, for example R&D and products contributing to decarbonisation and emissions  
reduction plans.

Divisional sustainability leads
• Execute the day-to-day running of the divisional executive 

management teams’ plans and strategy.
• Help to identify division-specific sustainability matters, 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.

• Ensure the monitoring of divisional sustainability targets at a granular level.
• Engage with the Melrose senior management team on a weekly basis.
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evaluations were conducted and facilitated by the completion of 
questionnaires, and discussions at the applicable Board and  
committee meetings, with follow-up actions taking place as relevant. 
Directors were also given the option for meetings to be scheduled with 
the Chairman of the Board, the Senior Independent Director in respect 
of the evaluation of the Chairman of the Board, or the Chairman of the 
relevant committee about any relevant matters that they wished to 
raise as part of the ongoing review.

A range of topics were discussed as part of the evaluation including 
the mix of the Board, diversity of gender, race and thought, 
succession planning oversight, risk management and internal 
controls, strategic oversight, understanding of the views and 
requirements of key stakeholders, and the integration of sustainability 
into the Group’s strategy and operations.

For details on the outputs of the evaluation, please refer to page 107 of 
our 2022 Annual Report.

Stakeholder engagement
Through presentations and regular meetings between the executive 
Directors, analysts and institutional shareholders, including those 
following the announcements of the Company’s annual and interim 
results and trading updates, the Company seeks to build on a  
mutual understanding of objectives with its shareholders and other 
stakeholders. During 2022, in addition to the usual disclosure rounds 
following the release of annual and interim results, the Company 
continued its programme of engagement with key investors and 
corporate governance bodies in respect of specific material topics,  
as well as open-agenda discussions between key shareholders and 
members of the Board. Engagement with key shareholders, proxy 
advisors, employee bodies, ratings agencies (including sustainability 
ratings agencies) and other governance bodies remains a central part 
of the Company’s approach to stakeholder engagement and 
governance. Further details on the Company’s engagement with 
stakeholders, including the material topics discussed with investors 
and corporate governance bodies, are contained in the Section 172 
statement on pages 49 to 54 of our 2022 Annual Report.

Group Code of Ethics and 
compliance policies
Strong financial and non-financial controls, as well as strong 
governance backed by internal and, where required, external review  
of financial and non-financial compliance, are enforced throughout  
the Group. Directors, officers, employees, and contractors throughout 
the Group, whether permanent or temporary, and in respect of any 
entities over which Melrose has effective control, must comply with 
Melrose’s Code of Ethics and Group compliance policies which reflect 
current best practice and strong corporate citizenship. Each business 
is required to communicate and embed the Group Code of Ethics and 
compliance policies within their operations and activities to ensure that 
they conduct business with integrity and in a responsible, ethical and 
sustainable manner. 

The Group Code of Ethics and some of the compliance policies and 
statements can be found on our website at www.melroseplc.net/
sustainability/data-reports-and-policies. 

The Group Code of Ethics and compliance policies, as approved  
by the Board, cover best practice with respect to anti-bribery and 
corruption, anti-money laundering, anti-facilitation of tax evasion, 
competition, conflict minerals, trade compliance, data privacy, 
whistleblowing, treasury and financial controls, anti-slavery and 
human trafficking, document retention, joint ventures, diversity and 
inclusion, environmental, human rights, supply chain, biodiversity 
and water.

During 2022, Melrose implemented new Supply Chain, Biodiversity 
and Water policies, and also updated the Melrose Board of Directors 
Diversity policy and Melrose Diversity, Equity and Inclusion policy.  
The new and updated policies have been fully implemented across 
all business units, and they (as well as all other Group compliance 
policies) continue to be monitored to ensure their effectiveness for 
the Group. 

Non-executive Directors
The Company’s Non-executive Directors scrutinise the performance 
of the executive Directors in all areas, including on strategy, risks  
and financial information, through their roles on the Company’s 
committees, at the Board meetings and business review sessions, 
and on an ad hoc basis. The Non-executive Directors come from  
a diverse range of backgrounds and as such, draw on their own 
specialist knowledge to give necessary guidance and advice, and 
hold management to account. 

In accordance with the provisions of the Code, consideration has 
been given to the independence of all Non-executive Directors. The 
Board considers all of the Non-executive Directors to be independent.

Upon Mr Justin Dowley’s appointment to the role of Chairman he was 
considered independent, and has strong shareholder support for his 
current tenure to 2023. It is proposed that his tenure is extended by a 
further two years in order to provide certainty and stability through the 
completion of the Demerger. Mr David Lis is the appointed Senior 
Independent Director, and acts as an intermediary for the other 
Directors and shareholders. The number of Directors on the Board 
decreased during the year following the retirement of Ms Liz Hewitt in 
May 2022. In accordance with the Code requirements, at least half of 
the Board, excluding the Chairman, comprises Non-executive 
Directors determined by the Board to be independent. 

The Non-executive Directors are not entitled to any cash bonus or 
shares under the 2020 Employee Share Plan, nor do they receive 
taxable benefits or pension contributions. The Board does not 
consider it appropriate to impose minimum shareholding requirements 
on the Non-executive Directors.

Succession planning
Succession planning continued to be an area of focus for Melrose in 
2022. The Nomination Committee, which consists of Non-executive 
Directors only, and the Board together considered the leadership 
needs of the Group, present and future, as well as the skills, 
experience and diversity needed from all its directors and the  
Melrose senior management team going forward. We recognise  
that succession planning is an ongoing process and is critical to 
maintaining an effective and high-quality Board. As explained in 
section 2 on page 105 of the 2022 Annual Report, the Board has 
approved the extension of Justin Dowley’s tenure as Chairman of the 
Board in order to provide certainty and stability through the 
completion of the Demerger. 

Succession planning arrangements for the Board as a whole were 
reviewed by the Nomination Committee and the Board. This included 
reviewing the skills set, tenure, diversity and independence of those 
already on the Board, and reviewing the Melrose senior management 
team, including the career planning and talent management 
programmes in operation for them. In each case this was to allow  
the Nomination Committee to ensure that the right balance of skills, 
experience and diversity was reflected and being developed.

Given the strength of Melrose’s decentralised operating structure in 
achieving the Group’s strategic objectives, the Nomination Committee 
does not have direct involvement in the succession planning 
arrangements of the divisions. However, the Nomination Committee 
has access to the divisional executive teams through the business 
review cycle.

Board evaluation
The Code requires that FTSE 350 companies undertake an externally 
facilitated Board and committee evaluation once every three years. 
The last external Melrose Board and committee review was in 2020, 
for which the Company engaged Lintstock Ltd. The Company will 
again be conducting an external evaluation in 2023. 

Whilst the Company is not required to undertake another externally 
facilitated Board and committee evaluation until 2023, during 2022 the 
Company continued its ongoing internal review of the Board and each 
committee, both internally within each of those bodies and with the 
Chairman of the Board and the Chairman of each committee 
respectively. As in prior years, the Company also conducted an 
evaluation of the Chairman of the Board’s performance. These
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Implementation of the Group Code of Ethics and compliance policies 
is supported by risk assessments, audits and reviews and annual 
compliance certifications. Melrose strongly believes that policies and 
procedures are only as effective as the people who implement them. 
To that end, all of the above measures are backed by investment, 
resources and training. 

Anti-bribery and corruption 
We take a zero-tolerance approach to bribery, corruption and 
other unethical or illegal practices, and are committed to acting 
professionally, fairly and with integrity in all business dealings and 
relationships, within all jurisdictions in which we and our businesses 
operate. Melrose requires its businesses to adopt high governance 
standards, to ensure that the Group conducts business responsibly, 
sustainably, and in the pursuit of long-term success for the collective 
benefit of stakeholders. This is outlined in our Anti-Bribery and 
Corruption policy, which is implemented and administered throughout 
the Group, and is available on our website at www.melroseplc.net/
media/2803/abc-policy.pdf. During 2022, two employees were 
disciplined or dismissed due to non-compliance with the Anti-Bribery 
and Corruption policy. 

Although the policy prohibits party political donations, it does however 
recognise that from time to time our Group may comprise businesses 
that engage in policy debate and advocacy activities on subjects of 
legitimate concern to their respective industries and key stakeholders, 
including their staff and the communities in which they operate. There 
were no political donations made during the year ended 31 December 
2022: £0 (2021: £0).

Whistleblowing 
Melrose runs a Group-wide whistleblowing platform, which is 
overseen by the Audit Committee and supported by the Melrose 
senior management team, and ultimately reported to the Board. The 
platform is monitored by the businesses’ legal, compliance and HR 
functions, with support from the Melrose senior management team. 
All employees have access to a multi-lingual online portal, together 
with local hotline numbers that are available 24/7, in order to raise 
concerns, confidentially and anonymously, about possible 
wrongdoing in any aspect of their business, including financial and 
non-financial matters. 

The businesses take a number of actions to raise employees’ 
awareness of the whistleblowing platform, using online and offline 
media as appropriate. Employees who come forward with a genuine 
concern are treated with respect and dignity and do not face 
retaliation. During 2022, 120 whistleblowing cases were recorded 
through the platform (2021: 103)(1). This highlights the effectiveness of 
awareness campaigns together with the trust placed by employees  
in the whistleblowing programme. Each case is investigated 
confidentially by the business with appropriate response measures 
taken. Whistleblowing cases are regularly reported to the Audit 
Committee and ultimately to the Board.

Modern slavery and human trafficking
The Group has a zero-tolerance approach to any form of modern 
slavery, as set out in the Melrose Anti-Slavery and Human Trafficking 
policy which is available on the website at www.melroseplc.net/
media/2590/anti-slavery-and-human-trafficking-policy.pdf.

In accordance with the Modern Slavery Act 2015, Melrose publishes 
its own Modern Slavery Statement, which is approved by the Board 
annually and the latest statement can be found on our website.  
Under Melrose’s decentralised Group structure, each business is 
responsible, where applicable, for publishing their own Modern 
Slavery Statement in accordance with the requirements under the 
Modern Slavery Act 2015, with support provided by Melrose where 
needed. This approach ensures that those senior managers closest  
to the business operations devise appropriate measures to ensure 
that slavery is not present within their supply chains. 

(1)  Excluding any whistleblowing cases received by businesses that were no longer part of the 
Group as at the end of 2022 and 2021.

Melrose drives its businesses to implement employee training  
with respect to anti-slavery and human trafficking, to ensure that 
employees understand the risks and are prepared to take the required 
action if they suspect that modern slavery is happening internally or 
within the supply chain.

Human rights
We are committed to acting in an ethical manner with integrity and 
transparency in all business dealings, and to create effective systems 
and controls across the Group to safeguard against adverse human 
rights impacts. The Group has a strong culture of ethics, which 
encompasses key human rights considerations, as set out in our 
Human Rights policy, in support of the principles set out in the UN 
Declaration of Human Rights. The Human Rights policy can be found 
at www.melroseplc.net/media/2806/human-rights-policy.pdf.

Our businesses also implement effective and proportionate measures 
to identify, assess and mitigate potential labour and human rights 
abuses across their operations and supply chains. These include 
training, anti-slavery and human trafficking policies, employee 
handbooks and business-specific policies. All business-specific 
policies are reviewed locally within each business in order to ensure 
compliance with local laws and standards as a minimum. 

There have been no violations reported on human rights by our 
businesses in 2022 or in the previous two years. 

Paying tax responsibly
Melrose is committed to paying taxes that are due, complying with 
all applicable laws, and engaging with all applicable tax authorities 
in an open and cooperative manner. The Group does not engage 
in aggressive tax planning. The Group’s Tax Strategy is reviewed, 
discussed and approved by the Board annually. The Audit Committee 
periodically reviews the Group’s tax affairs and risks.

The Group has adopted a policy in respect of the prevention of 
the facilitation of tax evasion which has been implemented by the 
businesses, with guidance on undertaking risk assessments and 
training to employees in relevant roles.

The Group does not operate in countries considered as partially 
compliant or non-compliant according to the OECD tax transparency 
report, or in any countries blacklisted by the EU, for the purposes of 
tax avoidance and/or harmful tax practices, per the lists released as  
at 4 October 2022.

Risk and internal controls
Risk management
A key responsibility of the Board and Melrose senior management 
team is to safeguard and increase the value of the businesses and 
assets in the Group for the benefit of its shareholders. Achievement of 
their objectives requires the development of policies and appropriate 
internal control frameworks to ensure that the Group’s resources are 
managed properly and that any key risks are identified and mitigated 
where possible.

The Board is ultimately responsible for the development of the Group’s 
overall risk management policies and system of internal control 
frameworks and for reviewing their respective effectiveness, while the 
role of the Melrose senior management team is to implement these 
policies and frameworks across the Group’s business operations. 
Melrose recognises that the systems and processes established by 
the Board are designed to manage, rather than eliminate, the risk of 
failing to achieve business objectives and cannot provide absolute 
assurance against material financial misstatement or loss.
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Information security and data privacy 
Melrose strongly respects privacy and seeks to minimise the amount 
of personal data that it collects, as well as to ensure the robust and 
sufficiently segregated storage of any data that is held. Information 
security and cyber threats are an increasing priority across all 
industries globally, and like many businesses, Melrose recognises that 
the Group must be protected from potential exposures in this area, 
particularly in light of its scale, reach, complexity and public-facing 
nature, as well as the potential sensitivity of data held in relation to 
civil aerospace technology and controlled defence contracts. 

The Melrose senior management team continues to work with the 
executive management teams of each business and external cyber 
security risk consultants to track the Group’s exposure to cyber 
security risk and, to ensure appropriate compliance with the General 
Data Protection Regulation (“GDPR”), mitigation measures are in place 
for the Group.

Melrose has deployed its information security strategy and risk-based 
governance framework to all businesses within the Group, which 
follows the UK Government’s recommendations on cyber security. 
This strategy has enabled risk profiling and mitigation plans to be 
developed for each business to mitigate and reduce their exposure to 
cyber risk in a manner that is adequate for their level of sophistication. 
This ensures clarity and consistency in the assessment of IT and 
cyber security matters across our diverse and decentralised Group. 
The progress of each business is measured against the information 
security strategy and is monitored on a quarterly basis. 

The Board, supported by the Melrose senior management team, 
oversees the Group’s cyber security risk profile and, in line with our 
decentralised model, each business is required to protect their 
business and personal information, ensuring safe and appropriate 
usage of their IT systems and processes by their employees. 

To mitigate the impact of external cyber-attacks, the Melrose senior 
management team works with the executive management teams of 
each business and external cyber security risk consultants to review 
each business’s cyber risk profile to monitor and drive continuous 
improvement actions. The results of this ongoing review programme 
are reported to the Board on a quarterly basis. 

The businesses regularly perform internal and external testing of their 
perimeter defences through penetration testing, ensuring appropriate 
threat monitoring systems are in place. All of our businesses follow 
and work towards national and international business accreditations 
in varying aspects of cyber management where applicable and 
relevant to their business activities, including the UK’s National Cyber 
Security Strategy (“NCSS”), ISO 27001, and industry-specific National 
Institute of Standards and Technology (“NIST”) in the defence sector 
and the Trusted Information Security Exchange (“TISAX”) in the 
automotive sector.

As part of Melrose’s overall information security strategy, IT security 
awareness training was provided by all businesses in 2022. 

The Board is committed to satisfying the internal control guidance 
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 
assumes ultimate responsibility for risk management and internal 
controls, including determining the nature and extent of the principal 
risks it is willing to take to achieve its strategic objectives (its “risk 
appetite”) and ensuring an appropriate culture has been embedded 
throughout the organisation. The risk management and internal control 
system is complemented by ongoing monitoring and review, to ensure 
that the Company is able to adapt to an evolving risk environment.

Internal financial controls and reporting
The Group has a comprehensive and robust system for assessing 
the effectiveness of the Group’s internal controls, including strategic 
business planning and regular monitoring and reporting of ESG data 
alongside financial and operational performance. The identification 
and oversight of material controls over the ESG data of the businesses 
is the responsibility of the Melrose senior management team which 
has established an evolving programme of regular monitoring and 
review (at least quarterly) processes that are consistently robust 
across the Group. This is complemented by reporting protocols 
to ensure the businesses’ executive management teams are 
accountable for achieving progress on sustainability and climate-
related matters. ESG data collection, control and decision-making 
is supported through regular sustainability training at Board level. 
The quality and accuracy of ESG data is continually improved against 
relevant guidance from prominent international regulatory frameworks. 
Horizon-scanning of applicable external reporting requirements is 
conducted regularly by the businesses where relevant to identify the 
opportunities to strengthen data management systems and controls. 

A detailed annual budget is prepared by the Melrose senior 
management team and thereafter is reviewed and formally approved 
by the Board. The Group budget and other operational and strategic 
targets, including on sustainability and climate change, are regularly 
updated via business review meetings which are held with the 
involvement of the Melrose senior management team to assess the 
businesses’ performance, and update sessions with businesses’ 
sustainability teams take place at least quarterly. The key messages 
of these reviews are in turn reported to, and discussed by, the Board 
each quarter. 

The Group engages BM Howarth as internal auditor with additional 
support as required from Ernst & Young. A total of 50 sites across the 
Group were assessed by BM Howarth during 2022. The Directors 
can report that based on the sites visited and reviewed in 2022, 
there has been progress across the Group following the 2022 internal 
audit programme and that the majority of the recommendations 
presented in the internal audit report have been or are in the process 
of being implemented. 

The Audit Committee also monitors the effectiveness of the internal 
control process implemented across the Group through a review 
of the key findings presented by the external and internal auditors.

The Melrose senior management team is responsible for ensuring 
that the Audit Committee’s recommendations in respect of internal 
controls and risk management are implemented.

Governance
Continued

M
el

ro
se

 In
d

us
tr

ie
s 

P
LC

 
S

us
ta

in
ab

ili
ty

 R
ep

or
t 2

02
2

58

E

Sustainability Report Annex

Sustainability 
Report 
Annex
Energy consumption, energy efficiency and carbon emissions 60
SASB index for 2022 62
About this Report 64

G
o

vern
an

ce

59

A
n

n
ex

59

M
el

ro
se

 In
d

us
tr

ie
s 

P
LC

 
S

us
ta

in
ab

ili
ty

 R
ep

or
t 2

02
2



Sustainability Report Annex 
Continued

Total Melrose Group energy consumption and GHG emissions for the period 1 January 2022 to 31 December 2022

2022 2021(2)

 Change 
(2022/21)UK

Global  
(excl. UK) Total UK

Global  
(excl. UK) Total

Energy (MWh)(3)

Total operational energy consumption 103,902 2,523,360 2,627,262 123,654 2,662,113 2,785,767 -6%

Company’s chosen intensity measurement: 
Energy consumption reported above normalised MWh per £1,000 turnover(1) 0.014 0.335 0.349 0.018 0.387 0.405 -14%

Emissions(3) (CO2e)(4)

Scope 1: Direct GHG emissions(5) 7,716 151,656 159,372 9,394 160,476 169,870 -6%

Scope 2: Indirect GHG emissions(6) 11,934 603,728 615,662 15,313 590,382 605,695 2%

 – Total purchased electricity 11,934 602,528 614,462 15,313 587,452 602,765 2%

 – Other purchased energy – 1,200 1,200 – 2,930 2,930 -59%

Total Scope 1 and Scope 2 emissions 19,650 755,384 775,034 24,707 750,858 775,565 0%

Company’s chosen intensity measurement: 
Emissions reported above normalised tonnes CO2e per £1,000 turnover(1) 0.003 0.100 0.103 0.004 0.109 0.113 -9%

Scope 3 emissions:

Category 3: Fuel- and energy-related activities (T&D)(7) 1,194 40,178 41,372 1,355 44,054 45,409 -9%

Category 3: Fuel- and energy-related activities (WTT)(8) 4,172 25,481 29,653 1,611 26,467 28,078 6%

Category 6: Business travel and business travel (WTT)(9) – – 14,953 – – 6,873 118%

Total Scope 3 emissions 5,366 65,659 85,978 2,966 70,521 80,360 7%

(1)  The data has been standardised from the source units in which it was initially collected. The turnover figures used to calculate the intensity ratio include continuing businesses only and do not 
include any share of revenues from entities in which the Group holds an interest of 50% or less. 

(2) 2021 data has been restated. 
(3) Data include continuing businesses only.
(4) CO2e – carbon dioxide equivalent, this figure includes GHGs in addition to carbon dioxide.
(5) Scope 1 figures include emissions from fuel used on premises, transport emissions from owned or controlled vehicles, losses of refrigerant, and process and fugitive emission.
(6) Scope 2 figures include emissions from electricity and heat purchased by the Group’s businesses. Scope 2 emissions, and total GHG emissions, are calculated using the location-based method.
(7) Electricity transmission and distribution losses.
(8) Emissions from fuel-related well-to-tank.
(9)  Including rail, vehicle and air travel information, collected from 100% (by revenue) of the Group in 2022. For 2021, this category included only business travel from 63% (by revenue) of the Group.

Energy consumption and carbon emissions
The GHG emissions for the Group, broken down by Scope 1, Scope 2 and some Scope 3 emissions, for 2021 and 2022, are set out in 
the table below. In 2022, the Group reported a decrease in total absolute Scope 1 GHG emissions and a decrease in total operational energy 
consumption of 6% (based on the MWh of energy used across all of our businesses’ locations). 

The increased Scope 3 emissions reflect the expansion of data collection across the Group in 2022 versus 2021, and we expect this 
percentage to fluctuate in future years as the quality of our reporting improves. In 2022, despite there being increases in absolute Scope 2  
and 3 emissions, operational energy consumption decreased and both intensity ratios decreased compared to 2021. This is reflective  
of the fact that revenue has increased at a higher rate than energy consumption year-on-year, as well as the additional Scope 3 category 
reported (Category 3: Fuel and energy-related activities that are not covered in Scopes 1 and 2). Increases in Scope 2 emissions are also due  
in part to the higher country specific emissions factors compared to previous years. The Group’s chosen intensity ratio is energy consumption 
and emissions reported above normalised megawatts usage (“MWh”) and tonnes of CO2e per £1,000 of turnover(1), which we believe remains 
the most appropriate intensity ratio for Melrose given our business model and structure.

Energy efficiency
Our businesses seek to reduce energy usage and GHG emissions within their operations through more efficient use of electricity, fuel and heat 
by increasing the proportion of renewable energy where commercially viable, and by implementing other climate-positive actions such as 
sustainable transport initiatives. During 2022, the Group more than doubled its investment in energy efficiency programmes, having as a whole 
invested £20,117,803 (2021: £9,864,423) in the following initiatives:

2022 2021

(Global) (Global)

Type of energy efficiency programmes £ £

LED lighting retrofits 3,257,209 1,936,419

More efficient air conditioning and heating systems 1,630,895 917,525

Renewable energy installations 1,034,338 53,388

Insulation improvements 1,399,677 953,738

Energy efficient equipment 12,795,684 6,003,353

Total 20,117,803 9,864,423
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The table below shows a breakdown of the Group’s GHG emissions by type and by where those emissions were incurred. Our Scope 1 and 
Scope 2 emissions for 2022 encompass methane (CH4) and nitrous oxide (N2O). The vast majority of our emissions are from carbon dioxide 
(CO2), which is common among most industrial businesses. There have been reductions in most Scope 1 GHG emission types between 2021 
and 2022 across the Group, however there has been a steep increase in recorded R134a emissions which is due to advances in data collection 
since 2021. Scope 2 emissions have increased in line with the general increase in year-on-year energy usage and the increase in the emission 
factors for many countries.

Melrose Group GHG emissions by type (CO2e) for the period 1 January 2022 – 31 December 2022 (tonnes CO2e(10) unless stated)

2022 2021(11)  
Change in 

Total 
(2022/21)UK

Global 
 (excl UK) Total UK

Global  
(excl UK) Total

Scope 1(12)    

CO2 7,700 147,934 155,634  9,375  159,958  169,333 -8% 

CH4 11 195 206  13  211 224 -8% 

N2O 5 143 148  6 150 156  -5% 

R134a(13) 0 3,384 3,384 0 157 157 –

Total Scope 1 CO2e 7,716 151,656 159,372  9,394  160,476 169,870 -6% 

Scope 2(14)

CO2 11,800 601,676 613,476  15,156 588,418 603,574 2%

CH4 49 414 463 58 296 354 31% 

N2O 85 1,638 1,723 99  1,668 1,767 -2% 

Total Scope 2 CO2e 11,934 603,728 615,662 15,313 590,382 605,695 2% 

(10) CO2e – carbon dioxide equivalent, this figure includes GHGs in addition to carbon dioxide.
(11) 2021 data has been restated.
(12) Scope 1 figures include emissions from fuel used on premises, transport emissions from owned or controlled vehicles, losses of refrigerant, and process and fugitive emission.
(13) Increase in R134a emissions year-on-year data is due to improved monitoring processes allowing to collect emissions data more accurately.
(14)  Scope 2 figures include emissions from electricity and heat purchased by the Group’s businesses. Scope 2 emissions, and total GHG emissions, are calculated using the location-based method.

The table below shows the energy consumption by type for the Group, broken down by UK and overseas consumption, in accordance with  
the requirements of the SECR regulations. Please see page 24 for more information.

Melrose Group energy consumption by type for the period 1 January 2022 – 31 December 2022 (“MWh” unless stated)

Energy type 

2022 2021(15)  
Change in 

Total 
(2022/21)UK

Global  
(excl UK) Total UK

Global  
(excl UK) Total

Natural gas 41,897 724,786 766,683 50,903 787,327 838,230 -9%

LPG 62 36,192 36,254 76 37,805 37,881 -4%

Gas oil 0 4,939 4,939 0 4,894 4,894 1%

Fuel oil 0 6,344 6,344 0 12,697 12,697 -50%

Diesel 191 12,553 12,744 202 12,166 12,368 3%

Petrol (gasoline)(16) 38 3,847 3,885 28 1,594 1,622 –

Steam 0 7,032 7,032 0 17,157 17,157 -59%

Propane(16) 0 6,240 6,240 0 0 0 –

Total non-renewable fuels consumption 42,188 801,933 844,121 51,209 873,640 924,849 -9%

Total renewable electricity consumption(17) 3 2,335 2,338 327 25,743 26,070 –

Total non-renewable electricity consumption 61,711 1,719,092 1,780,803 72,118 1,762,731 1,834,849 -3%

Total electricity consumption 61,714 1,721,427 1,783,141 72,445 1,788,474 1,860,919 -4%

Total operational energy consumption 103,902 2,523,360 2,627,262 123,654 2,662,114 2,785,768 -6%

Company’s chosen intensity measurement:  
MWh per £1,000 turnover(18)  0.014  0.335  0.349 0.018 0.387 0.405 -14%

(15) 2021 data has been restated.
(16) Increase in petrol (gasoline) and propane year-on-year data is due to improved monitoring processes allowing to collect non-renewable energy consumption data more accurately.
(17) Decrease in renewable electricity consumption year-on-year data is due to improved monitoring processes allowing to collect renewable electricity consumption data more accurately.
(18)  The turnover figure used to calculate the intensity ratio does not include any share of revenues from entities in which the Group holds an interest of 50% or less. For 2022, the turnover figure 

includes continuing businesses only. 

G
o

vern
an

ce

M
el

ro
se

 In
d

us
tr

ie
s 

P
LC

 
S

us
ta

in
ab

ili
ty

 R
ep

or
t 2

02
2

61

A
n

n
ex

61



Sustainability Report Annex 
Continued

(1) Now part of the International Financial Reporting Standards (“IFRS”) Foundation.
(2) Data coverage for the GKN Aerospace and GKN Automotive businesses only. 
(3) Data coverage for the Group is 100% (by revenue). 
(4) Data coverage for the Group is 87% (by revenue).
(5) Per the SASB standards, the scope of disclosure is limited to products that are automotive parts, components, and materials. 
(6) Data coverage for the Group is 61% (by revenue).

Sustainability Accounting Standards Board (“SASB”)(1) index 
for 2022

Table 1a: Aerospace and Defence & Auto Parts standard – accounting metrics 

Topic Metric Response SASB Code
Energy 
management

Total energy consumed 9,458,143 Gigajoules (GJ) RT-AE-130a.1

Percentage grid electricity 68% TR-AP-130a.1

Hazardous waste 
management

 Amount of hazardous waste 
generated

Please refer to page 38 RT-AE-150a.1

Waste management Total amount of waste from 
manufacturing 

Please refer to page 38

TR-AP-150a.1Percentage hazardous 4%

Percentage recycled 88%

Data security Description of approach to 
identifying and addressing data 
security risks in (1) Company 
operations and (2) products

 1) Information security and cyber threats continue to be an increasing priority 
across all industries globally, and Melrose recognises that the Group must 
be protected from potential exposures, particularly in light of the scale, reach, 
complexity and public-facing nature of cyber attacks, and the potential 
sensitivity of data held in relation to civil aerospace technology and controlled 
defence contracts. As a principal risk, information security and cyber is 
addressed through the Group’s risk management framework. Management 
processes to address these risks include among other measures employee 
training and incident and vulnerability detection and response, and a 
security champions network ensuring compliance and risk assessment at 
sites. GKN Aerospace runs a digital security programme which provides 
policies and procedures governing the business’s operations and approach 
to safeguarding data and information systems. It is endorsed by GKN 
Aerospace’s CEO and CIO who oversee the cyber security and data protection 
programme, and seeks to both reduce risk and minimise the effect of potential 
incidents. It includes employee screening, supplier and vendor checks, third-
party penetration testing and 24/7 security operating centre service to detect, 
analyse and respond from alerts to incident response based on the security 
monitoring tools deployed. 
2) n/a 

RT-AE-230a.2

Product safety Number of counterfeit parts 
detected

0(3) RT-AE-250a.1

Percentage of counterfeit parts 
avoided

n/a as no counterfeit parts were detected or avoided(3) RT-AE-250a.2

The following tables detail our disclosures made against the SASB Aerospace and Defence and Auto Parts sector standards(2), with topics 
identified as being most relevant to the sectors in which our businesses operate. All data and descriptions are for Melrose Industries PLC on 
a consolidated basis for continuing businesses and not solely the business unit(s) within the Group that are relevant to the Aerospace and 
Defence and Auto Parts sectors. The tables are structured by topic to take into account that some disclosure and indicator requirements 
appear in more than one SASB sector. 

By reporting in line with the SASB standards, we are providing our investors and other stakeholders with comparable, consistent, and reliable 
data on financially material sustainability factors which directly impact our long-term enterprise value. 
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Topic Metric Response SASB Code
Fuel economy & 
emissions in use-
phase

Revenue from alternative  
energy-related products

£1,064,185,316(4) RT-AE-410a.1

Description of approach and 
discussion of strategy to 
address fuel economy and 
Greenhouse gas (“GHG”) 
emissions of products

GKN Aerospace collaborates with its partners to develop a clear and aligned 
roadmap towards the aviation sector’s goal of Net Zero by 2050. The areas of 
collaboration include replenishment and operational optimisation of existing 
fleets with the very latest and most efficient products, planned new aircraft 
and engine designs to further improve efficiency and reduce emissions, 
the introduction of sustainable aviation fuels to reduce the amount of CO2 
emissions from fossil fuels entering the environment and the development 
of brand new zero emission technology. GKN Aerospace has optimised its 
internal R&D plans to maximise its value contribution across this wide scope, 
stepping beyond its immediate capabilities to also explore new zero emission 
technologies. The strong collaboration culture fostered by GKN Aerospace 
has generated valuable links to significant ecosystems of research centres, 
universities and partners. Its R&D portfolio embraces industry-leading 
capabilities that exist in those ecosystems, often leading in government-funded 
programmes such as the H2GEAR hydrogen electric propulsion programme. 
GKN Automotive’s continued investment in and focus on electric motors 
has transformed it into a market leader in highly efficient AWD and eDrive 
systems, enabling its customers to improve fuel efficiency and reduce their 
carbon emissions. Its Disconnect AWD technology helps to reduce the 
related CO2 emissions by up to 80% compared with conventional AWDs. In 
addition, the new generation AWD components are 30% more efficient and 
20% lighter than previous generations and are made from 98% recyclable 
materials. Product durability has increased by 25%, now achieving more than 
320,000 kilometres, which means that with less material embedded in and 
energy required for the product manufacturing, it will last longer, contributing 
to reduction of its ultimate environmental impact. GKN Automotive’s new 
Generation 3-in-1 eDrive system, in turn, is a highly-integrated technology with 
significantly more power at less weight and smaller packaging, designed for 
future plug-in hybrid or battery powered EVs. Following advanced analysis 
and development, the system’s power density has been increased by 25% 
while the amount of expensive materials like copper and rare earth magnets 
has been reduced at the same time. At GKN Automotive’s Innovation Centre in 
Abingdon, UK, the business continues to make progress on EV technologies. 
Launched in December 2021 to help develop the next-generation eDrive 
technologies to power future EVs and increase engineering capability in the 
UK, it plays an instrumental role to help meet the Government’s net zero 
commitment. To support the business’s medium and long-term strategy in this 
area, GKN Automotive is partnering with research teams in the engineering 
departments at the University of Nottingham and Newcastle University, 
operating collaboratively with engineers at the UK Innovation Centre. Please 
see page 48 for further details.

RT-AE-410a.2

Design for fuel 
Efficiency

Revenue from products 
designed to increase fuel 
efficiency and/or reduce 
emissions 

£1,812,681,731(4) TR-AP-410a.1

Materials efficiency Percentage of products sold 
that are recyclable

66%(5) TR-AP-440b.1

Percentage of input 
materials from recycled or 
remanufactured content

55%(6) TR-AP-440b.2
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Topic Metric Response SASB Code
Materials sourcing Description of the management 

of risks associated with the use 
of critical materials

The management of risks associated with the use of critical materials is an 
essential element of responsible sourcing for the Group. A critical material 
is defined as a material that is essential in use for the manufacture of our 
products but also subject to the risk of supply restriction. Critical materials, 
such as cobalt and lithium, are typically used in metal alloy products 
associated with clean energy technologies such as batteries, fuel cells and 
wiring. These technologies are key components in many of the products 
produced by GKN Aerospace and GKN Automotive that are required for the 
transition to zero emissions transport. It is acknowledged that deeper focus 
is required to ensure the robustness of business supply chains in relation to 
these materials, and appropriate mitigation procedures are in place to combat 
any price increases. Strategic measures put in place to mitigate physical and 
economic risks by GKN Aerospace involve diversification of potential suppliers, 
development of alternative solutions and materials and the use of circularity 
in design for increased recycling, recovery and reuse. The strategic approach 
taken by GKN Automotive to manage risks associated with the use of critical 
materials includes working closely with suppliers to understand potential risks 
to supply in advance and having multi-year agreements with suppliers inclusive 
of capacity allocations. Please see page 41 for further details.

RT-AE-440a.1

Business ethics Discussion of processes to 
manage business ethics risks 
throughout the value chain

Sound business ethics and integrity are core to the Group’s values and are 
fundamental for the success of our strategy. The high standards of financial 
and non-financial controls, and strong governance backed by internal and 
where required, external review of financial and non-financial compliance, 
are enforced throughout the Group. Directors, officers, employees, and 
contractors throughout the Group, whether permanent or temporary, and in 
respect of any entities over which Melrose has effective control, must comply 
with Melrose’s Group Code of Ethics and compliance policies, which reflects 
current best practice and strong corporate citizenship. The Group Code of 
Ethics and compliance policies have been approved by the Board and include 
policies covering best practice with respect to anti-bribery and corruption, 
anti-money laundering, anti-facilitation of tax evasion, competition, conflict 
minerals, trade compliance, data privacy, whistleblowing, treasury and financial 
controls, document retention, anti-slavery and human trafficking, joint ventures, 
diversity and inclusion, environmental, human rights, supply chain, biodiversity 
and water. 

RT-AE-510a.3

Table 1b: Aerospace and Defence and Auto Parts standard – activity metrics

Activity Metric Response SASB Code
Number of employees Please refer to page 43. RT-AE-000.B

About this Report
Reporting standards
This report has been prepared with reference to the following frameworks, standards and guidelines:

• Group sustainability targets and commitments have been aligned to the United Nations Sustainability Development Goals (“UN SDGs”).
• Additional disclosure on our sustainability performance has been prepared in line with the Sustainability Accounting Standards Board 

(“SASB”) requirements for Aerospace and Defence and Auto Parts sector standards.
• Energy and emissions reporting has been prepared in accordance with the principles and requirements of the Greenhouse Gas (“GHG”) 

Protocol Revised Edition, ISO 14064 Part 1 and the Environmental Reporting Guidelines, including the Streamlined Energy and Carbon 
Reporting guidance dated March 2019. The GHG Protocol standard covers the accounting and reporting of seven Greenhouse gases 
covered by the Kyoto Protocol.

Reporting boundaries, scope and basis of preparation
Unless otherwise stated, our sustainability reporting covers all entities in which the Group holds an interest of 50% or more. Data from entities 
acquired or disposed of during the reporting period (i.e. disposed of before 31 December 2022 or acquired on or after 1 January 2022) are not 
accounted for in this section in respect of the FY 2022 data. In line with our “Buy, Improve, Sell” business model, the consolidated Group data 
contained in this Report can often show significant year-on-year changes reflecting the dynamic nature of the Group composition, which may not 
represent the underlying performance of each individual business within the Group.

Internal data controls
All reported figures represent the latest available internal data, unless otherwise specified. Some of the totals presented may reflect the rounding down 
or up of subtotals. Melrose has a central internal reporting system which captures and records the ESG data alongside financial and operational 
metrics, used in this report. All data is subject to quarterly internal reviews by subject matter experts at the business and Group levels.
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This Report is printed on material which is derived from sustainable 
sources. Both the manufacturing paper mill and printer are registered  
to the Environmental Management System ISO 14001 and are  
Forest Stewardship Council® (FSC) chain-of-custody certified.
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