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FORWARD-LOOKING STATEMENT
This report contains statements relating to future results of the company (including certain outlooks, projections and business trends) that are “forward-looking
statements” as defined in the Private Securities Litigation Reform Act of 1995. Forward-looking statements are typically identified by words or phrases such as “believe,”
“expect,” “anticipate,” “estimate,” “should,” “are likely to be,” “will” and similar expressions. Actual results may differ materially from those projected as a result of
certain risks and uncertainties, including but not limited to the duration and severity of the COVID-19 pandemic and its effects on public health, the global economy,
and financial markets, as well as our industry, customers, operations, workforce, supply chains, distribution systems and demand for our products; reliance on major
OEM customers and possible negative outcomes from contract negotiations with our major customers, including failure to negotiate acceptable terms in contract renewal
negotiations and our ability to obtain new customers; the outcome of actual and potential product liability, warranty and recall claims; our ability to successfully manage
rapidly changing volumes in the commercial truck markets and work with our customers to manage demand expectations in view of rapid changes in production levels;
global economic and market cycles and conditions; availability and sharply rising costs of raw materials, including steel, transportation and labor, and our ability to
manage or recover such costs; technological changes in our industry as a result of the trends toward electrified drivetrains and the integration of advanced electronics
and their impact on the demand for our products and services; our ability to manage possible adverse effects on European markets or our European operations, or
financing arrangements related thereto in the event one or more countries exit the European monetary union; risks inherent in operating abroad (including foreign
currency exchange rates, restrictive government actions regarding trade, implications of foreign regulations relating to pensions and potential disruption of production and
supply due to terrorist attacks or acts of aggression); risks related to our joint ventures; the ability to achieve the expected benefits of strategic initiatives and restructuring
actions; the demand for commercial and specialty vehicles for which we supply products; whether our liquidity will be affected by declining vehicle production in the
future; OEM program delays; demand for and market acceptance of new and existing products; successful development and launch of new products; labor relations
of our company, our suppliers and customers, including potential disruptions in supply of parts to our facilities or demand for our products due to work stoppages; the
financial condition of our suppliers and customers, including potential bankruptcies; possible adverse effects of any future suspension of normal trade credit terms by
our suppliers; potential impairment of long-lived assets, including goodwill; potential adjustment of the value of deferred tax assets; competitive product and pricing
pressures; the amount of our debt; our ability to continue to comply with covenants in our financing agreements; our ability to access capital markets; credit ratings
of our debt; the outcome of existing and any future legal proceedings, including any proceedings or related liabilities with respect to environmental, asbestos-related,
or other matters; rising costs of pension benefits; possible changes in accounting rules; and other substantial costs, risks and uncertainties, including but not limited
to those detailed in our Annual Report on Form 10-K for the year ended October 3, 2021 and from time to time in other filings of the company with the SEC. These
forward-looking statements are made only as of the date hereof, and the company undertakes no obligation to update or revise the forward-looking statements, whether
as a result of new information, future events or otherwise, except as otherwise required by law.
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I am proud of Meritor’s achievements in 2021 despite severe
supply chain disruption globally and unprecedented labor issues
in the United States. The Meritor team and our partners worked
collaboratively to optimize production and delivery as global
demand snapped back following the impact of COVID-19. While
extraordinarily high input costs impacted our financial results during
the year, we were still able to deliver strong financial performance
and expanded our position in commercial vehicle electrification.
We remained intently focused on safety – maintaining all pandemic
protocols throughout the year. It is a testimony to the team’s
commitment that 50% of our facilities had zero recordable
incidents, I commend the Meritor team for the work they did to
maintain a safe working culture in a challenging environment.
Quality and delivery were also top priorities and we ended the year
with strong metrics in these areas as well. Four facilities and three
joint venture operations received the Daimler Masters of Quality
Award which recognizes outstanding suppliers with high scores
for quality, delivery, technology and cost performance. Overall,
we’ve earned 55 Daimler Masters of Quality awards and multiple
PACCAR 10 ppm awards.
As the commercial vehicle industry advances toward electric
vehicles, we view every prototype agreement, collaboration and
partnership as an important opportunity. Every quarter of this year,
we announced new agreements that expand our customer base for
electrification. And we are proud to be part of the U.S. Department
of Energy’s SuperTruck 3 program whose goal is to develop zero
emissions medium- and heavy-duty trucks.
MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022
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From production awards to prototypes, medium duty to
heavy, we are growing through new and existing customer
relationships. This fiscal year, we more than tripled the
value of new electric vehicles wins. Meritor recognizes the
future is electric. Our success in 2021 and legacy in the
commercial vehicle axle and brake business position us
to capitalize on the growing adoption of electric vehicles
globally. As we look out at the next decade, we expect
the rate of adoption to dramatically increase and
Meritor to have excellent opportunities to grow.
Our commitment to reducing the company’s carbon
footprint was reflected this year in several ways.
We established our first sustainability goals,
introduced Meritor’s M2025 plan which includes
environmental, social and governance (ESG)related targets, completed our initial materiality
assessment and furthered our workplace and
board of directors diversity initiatives.
As a manufacturing company, we
appreciate the importance of our actions.
As a global team, we are dedicated to
making a difference.

...I commend the Meritor
team for the work they did to
maintain a safe working culture
in a challenging environment.

Chris Villavarayan //
Chief Executive Officer and President
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COMPANY PROFILE
LEADING
GLOBAL
SUPPLIER

MTOR

NYSE Symbol

of drivetrain, mobility, braking, aftermarket
and electric powertrain solutions for
commercial and industrial markets

$3.8 BILLION
Revenue

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022

TROY, MI
Headquarters

PRODUCTS

19

Countries

9,600

Employees

Aftermarket Parts | Axles | Brakes | Carriers
| Components | Drivelines | ePowertrains |
eTransmissions | Suspensions | Transfer Cases

180

Electric Vehicles
on Road Today
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BUSINESS SEGMENTS
SALES BY SEGMENT

SALES BY GEOGRAPHY

Commercial Truck
(Mostly Class 8)

75%

Europe
22%

North America
60%
Aftermarket &
Industrial
25%

South
America
8%

Asia Pacific
10%

COMMERCIAL TRUCK

AFTERMARKET AND INDUSTRIAL

Supplies drivetrain systems and components, including axles, drivelines,
braking and suspension systems, primarily for medium- and heavy-duty
trucks and other applications in North America, South America, Europe
and Asia Pacific. Also supplies a variety of undercarriage products and
systems for trailer applications in North America. This segment includes
our aftermarket businesses in Asia Pacific and South America.

Supplies axles, brakes, drivelines, suspension parts and other replacement
parts to commercial vehicle and industrial aftermarket customers, primarily
in North America and Europe. In addition, this segment supplies drivetrain
systems and certain components, including axles, drivelines, brakes and
suspension systems for military, construction, bus and coach, fire and
emergency, and other applications in North America and Europe.

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022
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THE BULL A SYMBOL OF POWER
A symbol of don’t get in the way because we’re
not stopping for anything. When you Run With The
Bull, it means more than just being forward thinking.
It means being forward acting. Run With The Bull is
a commitment. A commitment to our industry. And
to ourselves to always be the best. It’s a dedication to
unparalleled service and support, to product durability and
reliability, and to innovation.
It’s a focus on creating products that drive efficiency for
our customers and on building them even greater profit. Run
With The Bull is never faltering, never wavering, no matter
the challenges. It’s doing more, even when others do less. It’s
success. Because when you Run With The Bull, you run with the
leader. So don’t just run. RUN WITH THE BULL.

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022
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THE WORLD IS ALWAYS IN MOTION

Meritor Purpose

POWERING
LIFE FORWARD

Power is our world. We engineer it.
We channel it. We transform it.
Keeping connections human –
and supply chains linked
Delivering the next generation,
safe and sound
Turning the wheels of commerce
Plugging into new ideas so that
tomorrow is brighter – and cleaner
Driving industry forward

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022
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M2025 – THREE-YEAR STRATEGIC PLAN
FINANCIAL
GOALS
$500M revenue growth
– $1.5B EV revenue by 2030
13% adjusted EBITDA margin
$600M cumulative free
cash flow

FIRST environmental targets with goal to be

carbon neutral by 2050

HIGH-PERFORMANCE
CULTURE

DRIVING transition to electrified powertrains
in the commercial vehicle market

Employee safety
– <0.50 total case rate on
journey to accident-free
environment
Gender and ethnic diversity
Happy workplace

EFFICIENCY
TARGETS

EMPHASIS on high-performance culture
with employee safety being the priority

POWERING
LIFE FORWARD

1.5% savings in material,
labor and burden
– Industry 4.0
Grow adoption of
high efficiency (HE)
axle portfolio

PATH TO ZERO
EMISSIONS

Up to 50% of total
revenue growth from
electrification products
– Optimize performance
and cost
– Expand into mediumduty market

HEALTHY
ENVIRONMENT

CO2 reduction
– By 25% in 2025
– By 50% in 2030
Carbon neutrality
in 2050

CUSTOMER
FIRST

Based on management’s planning assumptions and other factors.
Actual results may differ materially from projections as a result of risks and uncertainties.
CO2 reductions include Meritor scope 1 and scope 2 emissions.
For information on any non-GAAP measures, see the Appendix – “Non-GAAP Financial Information.”

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022

75% of organic
growth from diverse
customer base and
non-traditional markets
99% delivery
20 PPM
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As we finish M2022 and begin M2025, we will further grow as a
technology company and valuable business partner. We will do our
part to drive the adoption of electric powertrains in the commercial
truck, off-highway, defense and specialty industries.
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TRANSFORMING THE COMPANY
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MATERIALITY ASSESSMENT
Meritor has completed its first materiality assessment to develop a
robust environmental, social and governance (ESG) strategy and
sustainability roadmap. This roadmap defines our focus to establish
clear targets.
In 2021, we engaged a consulting firm to guide us through this
process. Interviews were conducted internally and externally. The
results of the assessment reflect the topics that are the most
important to internal leaders and external stakeholders. Looking
ahead, we will shape our actions around the areas identified as
priority topics by our stakeholder groups.
M2025 marks the first strategic M-plan that includes
environmental targets, with the ultimate goal of
carbon neutrality by 2050.

ENVIRONMENT
Energy and Emissions
Waste, Circularity and
Remanufacturing
Water Conservation
Extreme Weather Events

GOVERNANCE
Business Ethics
Board Diversity
Responsible Supply Chain
and Traceability
Cybersecurity

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022

SOCIAL
Occupational Health
and Safety
Culture and Human Capital
Diversity and Inclusion
Community Engagement

OTHER
Innovation and
Technology
Product Quality
Digitalization
Customer Satisfaction
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ENVIRONMENT
MERITOR WILL DRIVE ACTIONS TO REDUCE
OUR ENVIRONMENTAL FOOTPRINT
We will operate our facilities with a focus on resource
efficiency and circularity, and have begun the
transition to renewable energy sources.

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022
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REDUCING EMISSIONS
Meritor will play an active role in reducing greenhouse gas (GHG) emissions. We will
work in partnership with companies globally who share this commitment.
Studies have shown that the release of extra CO2 into the atmosphere through the
burning of fossil fuels traps heat within the protective atmosphere surrounding
earth which causes a global warming phenomenon linked to climatic instability
and shifts in weather conditions. According to the International Energy Agency,
the transportation sector makes up approximately 23% of global greenhouse
gas emissions. Meritor’s development of advanced electric powertrains will
reduce CO2 emissions, contributing to transportation sector decarbonization.
Through the 2015 Paris Agreement, world governments committed to
curbing global temperature rise to well-below 2° C above pre-industrial
levels and pursuing efforts to limit warming to 1.5° C. In 2018, the
Intergovernmental Panel on Climate Change warned that global warming
must not exceed 1.5° C to avoid the catastrophic impacts of climate
change. Therefore, greenhouse gas emissions must be cut in half by
2030 and drop to net-zero by 2050.1
Meritor plans to align with the Science Based Targets initiative
(SBTi). As we make progress, we will provide updates. In advance
of this step, we have established our first emissions reduction
targets that we will outline in this report.

1

REPORTING COMMITMENT
ESTABLISHED greenhouse gas emissions

base year and developed first emissions
reduction targets

COMMITTED to transparency in reporting

greenhouse gas emission reduction goals and
monitoring progress toward those goals annually

THIRD PARTY Limited Assurance of scope

1 and 2 greenhouse gas emissions data

Source: Science Based Targets initiative (SBTi) website

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022
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GREENHOUSE GAS EMISSION BASE YEAR
BASE YEAR

COMPLETED ACTIONS

(Fiscal Year 20211,2)
METRIC TONS OF CO2e

ANNUAL UPDATES

NEXT STEPS

Collected fiscal year 2021 base
year greenhouse gas emissions
data for scope 1 and 2

Disclose greenhouse gas
emissions data for scope
1 and 2

Plan to align with
Science Based Targets
initiative (SBTi)

Validation of emissions
data by a third party

Identify relevant
categories to compile
and quantify scope
3 greenhouse gas
emissions

Scope 1 emissions3

49,554

Scope 2 location-based emissions3

111,554

Scope 1 and 2 emissions data
validated by limited assurance
from a third party

Total greenhouse gas emissions

161,108

Set emissions reduction targets

Measure progress toward
emission reduction goals

Scope 1 and 2 Greenhouse Gas Emissions:
161,108 metric tons CO2e

1

2
3

Fiscal year 2021 is Meritor’s base year for emissions and has been reviewed externally for a limited
assurance of scope 1 and scope 2 data. This disclosure is being reported using the operational
control approach.
Sites closed prior to January 1, 2022 are not included in the 2021 base year.
Industrial gases and fire suppression were found to represent <1% of scope 1 emissions and are
not included in reported emissions. Operationally controlled sites were reviewed for greenhouse
gas emissions in accordance with the operational control approach. Nine administrative sites
representing <1% of total floorspace were included using extrapolated data for scope 1 and 2.

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022

14

Overview

ENVIRONMENT

Social

Governance

Innovation

Appendix

GREENHOUSE
Emission Reduction
Goals
GREENHOUSE
GASGAS
REDUCTION
TARGETS
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REDUCE
CO2CO2
REDUCE
By 25%
2025
By in
25%
in 2025
By in
50%
in 2030
By 50%
2030

CARBON NEUTRALITY
CARBON NEUTRALITY
IN 2050

IN 2050

BASELINE
BASE
YEAR YEAR
FY
2021
FISCAL YEAR 2021
PLAN TOPLAN
INCLUDE
AS
TO INCLUDE
AS
LONG-TERM MANAGEMENT
LONG-TERM
INCENTIVEMANAGEMENT
TARGET
INCENTIVE TARGET

Note: CO2 reductions includes Meritor scope 1 and scope 2 emissions.

15

Note: CO2 reductions includes Meritor scope 1 and scope 2 emissions
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SUSTAINABLE PRACTICES
LINDESBERG, SWEDEN
Since 2015, electricity supplied to manufacturing facility is 100%
renewable (certified)

A NUMBER OF MERITOR SITES HAVE ALREADY
BEGUN TO IMPLEMENT SUSTAINABLE PROJECTS
PRIOR TO SETTING SCOPE 1 AND 2 TARGETS

Manufacturing plant is 100% landfill-free since 2005
All paints are water-based
Arranged for local municipality to collect and compost food waste
Since 2010, all metal, cardboard, paper, plastic, general waste
and hazardous special industrial waste is recycled for energy
Replacing fluorescent lighting with LED lighting as upgrades
are made within the site reducing electricity consumption by
more than 60% to date
Changed transport of certain part supplies from road
to rail, reducing the number of transports per week for
indirect material
Deionized water from compressors is reused in washing
machines to save water
Hot air from manufacturing processes is filtered and
re-used to heat the facility
Meritor’s Lindesberg Manufacturing Facility
MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022
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ISO 14001 CERTIFICATION
ISO 14001 is an internationally agreed upon standard that sets the requirements for an environmental
management system. It helps organizations improve environmental performance through more efficient
use of resources and reduction of waste, gaining a competitive advantage and the trust of stakeholders.1
Meritor has 28 wholly-owned manufacturing and distribution locations and is committed to obtaining
ISO 14001 certification for 27 of these locations. One of the distribution locations has less than 10
employees and has been excluded. To date, 18 of these locations have been certified through 2021
and the remaining nine locations have committed to being certified by 2025.
We encourage all suppliers to install environmental systems that are compliant to ISO 14001.

67%

of wholly owned
manufacturing and
distribution locations
are ISO 14001
certified as of 2021

100%

of wholly-owned
manufacturing and
distribution locations
plan to be ISO 14001
certified by 2025

1

Source: www.iso.org

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022

17

Overview

ENVIRONMENT

Social

Governance

Innovation

Appendix

REMANUFACTURING AT MERITOR
PLAINFIELD, INDIANA

VRCHLABI, CZECH REPUBLIC

OSHKOSH, WISCONSIN

Meritor’s Plainfield facility remanufactured
1,260 differentials, 12,336 calipers and
over 5.2 million brake shoes. These circular
economy processes avoided the use of 30,700
tons of raw steel.

Meritor’s Vrchlabi facility remanufactured
948 differentials and 33,356 disc brake
calipers. These processes avoided the use
of 832 tons of raw steel.

Meritor’s Oshkosh facility remanufactured
245 axle sets for palletized loading system
(PLS) tactical trucks. This process avoided the
use of 797 tons of raw steel.

The remanufacturing process includes aboveindustry average core selection, cold fusion
metal spraying to repair any imperfections and
advanced welding techniques. This ensures
that remanufactured parts from Meritor are
equal to or better than new parts.

Not only does Meritor remanufacture the axles,
but we are part of a unique collaboration to
continually revamp the military’s PLS fleet with
minimal waste. Instead of scrapping vehicles,
the collaboration remanufactures them as
needed, often upgrading with new technology.
This provides value to the environment, the
U.S. taxpayer and our armed forces.

Each remanufactured brake shoe passes
strict quality requirements to ensure form, fit
and function. Our high-quality brake shoes can
be remanufactured multiple times as long as
they pass all inspection criteria.
Metal no longer meeting the quality standards
required for remanufacture are recycled.
In fiscal year 2021, Plainfield recycled
approximately 7.6 million
pounds (3,833 tons)
of metal.

Metal no longer meeting the
quality standards required for
remanufacture are recycled.
In fiscal year 2021,
Vrchlabi recycled
approximately
1.4 million pounds
(708 tons) of metal.

Remanufacturing contributes to
the circular economy by extending
the lifetime of components and
reducing waste and energy use.

Note: Calculated data is Meritor’s best estimate for fiscal year 2021 and methodology may evolve

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022
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CIRCULARITY IN MOTION
THE NOTCH OF LIFE
A circular economy is a systemic approach to economic development designed to
benefit businesses, society and the environment. In contrast to the ‘take-make-waste’
linear model, a circular economy is regenerative and aims to gradually decouple
growth from the consumption of finite resources. The circular economy1 is based on
three principles:
Design out waste and pollution
Keep products and materials in use
Regenerate natural systems
The friction material in brakes, which enables trucks to safely stop, eventually
wears thin and needs to be replaced. Instead of sending the entire brake shoe
to a landfill, our Plainfield, Ind. facility remanufactures the steel shoe keeping
the product in use and allowing for another full cycle of over-the-road use.
Each time a shoe is remanufactured and the spring load is re-established, a
notch is imprinted on the brake shoe. By viewing the notches, we know the
lifecycle of the shoe. On average, a brake shoe can be remanufactured
eight times2 before reaching its end of life and the steel is recycled.
Although the friction material is not currently reused in this process,
this site has initiated a new project to also reuse this material.
1
2

Circular economy definition source: www.archive.ellenmacarthurfoundation.org/explore/the-circular-economy-in-detail
Estimate based on sampling in Plainfield, Indiana location

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022
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RECYCLING TO REDUCE WASTE
TRUCK TO BUILDING MATERIALS
We are part of a team that is identifying ways to repurpose material previously destined for the landfill. This is another example of a recycling program that
is launching at our Plainfield, Indiana site. We are collaborating with Waste Hub and one other company to find an alternate use for worn brake friction
material that is returned through our brake remanufacturing process when old cores are returned.
The previously unusable brake friction material has historically been sent to the landfill at a rate of approximately 9,000 tons per year.1 The innovative idea
is to grind up the friction material and use it in a matrix with other materials to enhance the characteristics of certain building products and eliminate the
use of a more expensive, and potentially harmful, alternative material.
The product has been tested and deemed to be effective. An agreement between the parties has been signed and the collaboration is now entering an
exploratory phase to evaluate commercial viability. This is the first known attempt of its kind. Not only would it potentially prevent waste to landfill, but it is
also expected to save thousands of dollars annually by eliminating landfill disposal costs.

Worn brake friction material is returned as
part of our brake remanufacturing process
1

Friction material previously
destined for a landfill

Enhanced building materials
now using friction material

Based on data collected from Meritor’s Plainfield, Indiana location

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022
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SOCIAL
MERITOR WORKS TO CULTIVATE A DIVERSE
AND INCLUSIVE ENVIRONMENT THAT VALUES
TEAMWORK AND INSPIRES CREATIVE THINKING
By providing the appropriate tools to develop and
empower our employees, we maintain high standards
of employee health and safety.

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022
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HEALTH AND SAFETY CULTURE
At the heart of Meritor is our people. Meritor drives toward incident-free
operations through continuous improvement processes, guided by Meritor’s
environmental, health and safety (EHS) policy and managed through
health and safety management systems.
Plant managers have responsibility for health and safety management
system compliance, implementation of safety procedures and tracking
of safety metrics. Meritor’s health and safety policies apply to all
employees and contractors. Plant safety reports are published at the
end of each month and shared with Meritor’s chief executive officer
and president.

0.21

lost time incidence
rate in 2021

0.61

total recordable
case rate in 2021

147

approved EHS projects in
fiscal years 2019-2021

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022
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SAFETY METRICS AND TARGETS
Meritor tracks lost time incidence rate, as well as total recordable case rate, on a company-wide basis. These
statistics offer important safety information and are tracked per 200,000 labor hours worked. In fiscal year 2021,
23 of 461 measured facilities had no recordable incidents. This is a function of our employees’ commitment and the
equipment in place at our global operations to protect them. To continually improve the safety rate, we will maintain
diligence through employee training and education, reduce behaviors that are known to create safety issues, and
maximize risk identification and hazard assessment.

23

To demonstrate our commitment to safety, we set targets in each of our three-year plans for the total recordable
case rate and reported progress against those targets. For M2019, the target was 0.65 per 200,000 hours
worked. We exceeded that target at 0.59. For M2022, the target is <0.55 and for M2025, our target is set at
<0.5 on our journey to zero injuries. We will report our performance against these targets annually.

63%

SAFETY METRICS

2016

2017

2018

2019

2020

2021

Lost time incidence rate2

0.15

0.16

0.20

0.11

0.18

0.21

Total recordable case rate2

0.70

0.48

0.74

0.59

0.57

0.61

ISO 45001 is the world’s international standard for occupational health and safety, issued to protect
employees and visitors from work-related accidents and diseases. ISO 45001 certification was
developed to mitigate any factors that can cause employees and businesses irreparable harm.3
Seventeen of Meritor’s wholly-owned manufacturing and distribution sites are ISO 45001 certified.
Meritor is planning to have 100% of these sites ISO 45001 certified by 2025.4
1
2
3
4

facilities with zero
recordable incidents
in 2021

of wholly owned
manufacturing and
distribution locations
ISO 45001 certified
in 20214

100%

of wholly-owned
manufacturing and
distribution locations
plan to be ISO 45001
certified by 20254

Forty-six measured facilities includes 28 wholly-owned manufacturing and distribution sites, joint ventures, administrative locations and other wholly-owned locations that were closed by the end of 2021.
Data includes all Meritor wholly-owned and majority owned facilities and the joint venture with Sistemas Automotrices de Mexico S.A. de C.V. (owned 50% by Meritor).
Source: www.iso.org
Meritor has 28 wholly-owned manufacturing and distribution sites, and is committed to obtaining ISO 45001 certification for 27 of these locations. One distribution site has less than 10 employees and has been excluded.
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MERITOR CODE
A SHARED COMMITMENT TO BE OUR BEST
LEADING A PERFORMANCE CULTURE
Builds relationships through teamwork and respect
Creates an environment where everyone feels their efforts make a difference
Holds self and others accountable for achieving goals
Maintains focus on customers and continuous improvement

LEADING A PEOPLE CULTURE
Develops self and others
Drives, shares and recognizes success
Demonstrates behavior consistent with Meritor’s ethical standards
Appreciates or recognizes the unique talents capabilities and knowledge of others

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022
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CULTURE AND HUMAN CAPITAL
At Meritor, we empower team members to do what is right for customers, business partners and for each
other, which has led to long-lasting industry relationships and close alignment and teamwork across our
global team. We have also expanded flexible work policies and remote work opportunities to support the
wellbeing of employees and to expand the pipeline for diverse talent from around the globe.
In fiscal year 2021, we conducted a Glint employee engagement survey aimed at gathering timely
feedback to support us in increasing engagement and improving business outcomes. It is uniquely
designed to overcome typical barriers to action by obtaining real-time feedback that enables
managers to have frequent and impactful discussions with employees. We also added diversity,
equity and inclusion (DEI) questions to establish a benchmark for future years, give employees
another way to share anonymous comments and use employee feedback to help drive future
actions that build an inclusive culture.
Results from the survey indicated that Meritor’s top strengths included authenticity, acceptance
and belonging. We plan to continue to incorporate DEI-related surveying to measure progress
and give employees a strong voice. For the second year in a row, Meritor’s average score was
a favorable 75, which when benchmarked against more than 50 companies, indicates a high
level of employee satisfaction. Participation response rates were up for hourly and salaried
employees. The overall engagement score improved by two points for hourly employees.
Strengths were consistent with 2020 survey results with high scores reported in diversity
and authenticity.
Through this mechanism, we received detailed feedback from hourly and salaried
employees that helped us develop and initiate plans to address employee morale in
specific manufacturing locations.
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75

engagement score, which
indicates a high level of
employee satisfaction

3%

increase in participation
response rates for hourly
and salaried employees

2

point improvement in
overall engagement score
for hourly employees
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WORKFORCE TRAINING AND DEVELOPMENT
Our ability to compete in the global market depends on the engagement of our employees and a high-performing
team is critical to our success. As an organization that leads a performance-driven, people-focused culture,
Meritor supports the personal and professional development of our employees through programs and
opportunities, including:
Employee Wellbeing – Offerings that support the social, physical, mental, financial and community
wellness of employees and help them develop skills and behaviors to respond to life’s challenges
Personal and Professional Development – Courses, events and activities that build skills which
impact performance and help employees grow and succeed within the organization
Emerging Leadership Development – Programs to attract and develop talented graduates and
students with the potential to become future leaders in the global manufacturing environment
Management Essentials – A focused leadership training program, as well as targeted eLearning
programs that emphasize core management skills, offered to new managers
Leadership Fundamentals – A six-month program where experienced managers can build the
competencies necessary to lead diverse teams and achieve business results
Leadership Edge – A 10-month program offered to high-potential, director-level employees
with training focused on developing advanced leadership skills and preparing mid-level
managers for senior level positions
Summit – Executive coaching, training sessions tailored to individual background and
career goals, a MBA-level finance course (if appropriate) and mentorship opportunities
with a member of Meritor’s Board of Directors offered to certain senior-level leaders
MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022

7,269

training hours by salaried
employees in 2021

3,222

salaried employees
attended instructor-led
training classes in 2021

34,358

training classes via new
state-of-the-art immersive
learning experience platform

70

participants in the
Management Essentials
training program in 2021
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EMPLOYEE FINANCIAL WELLBEING
EMPLOYEE RETIREMENT READINESS
Meritor offers programs that assist employees in securing retirement
goals including 401(k) and health savings account (HSA) plans. For
U.S. employees, the company contributes between 50% and 100%
of employee contributions up to 6% of pay, and provides a pension
contribution up to 4% of pay. The auto-enrollment feature has been
effective in enrolling new employees with a minimum contribution
rate of 3% of pay. We have seen significant growth in average
participant contributions and average participant balances over
the past several years.

U.S. Employee 401(k) Savings Plan Balance
($ millions at Dec. 31)

$616
$536
$440

$654

$719

$506

In 2017, the automatic escalation feature was incorporated into
the Meritor 401(k) savings plan. Any eligible employee deferring
between 1% and 5% of their pay is automatically enrolled in
the escalation feature. Deferral percentages are then increased
by 1% pre-tax, unless the employee opts out.
In 2021, the automatic escalation feature was increased
from 6% to 10%. Now any eligible employee that defers
between 1% and 9% of his/her pay will be enrolled in
the automatic escalation feature unless previously opted
out. An employee who contributes over 10% can choose
to enroll in this plan feature and set his/her own limit
on deferral percentages. Currently, 45% of eligible
employees are enrolled in this program.
MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022

2016

2017
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2019

2020*

2021

*Company match and pension contributions were temporarily suspended due to financial uncertainty during the pandemic
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DIVERSITY AND INCLUSION
WE RUN TOGETHER
Celebrating the uniqueness of individual team members helps us build diverse teams where we all
thrive. Our success has always been centered on collaboration and bringing together diverse talent and
ideas to drive innovation and promote continuous learning. Our diversity allows us to solve challenges
and create exceptional products for our customers. Our focus on inclusive behaviors helps us create
a people-focused culture that champions each employee’s contributions.

DIVERSITY RECRUITING
We have also implemented actions to accelerate Meritor’s diversity recruiting initiatives which
include targeting universities with significant populations of racial minorities, partnering with
historically black colleges and universities, building relationships with women and minority
student-led organizations, attending diversity conferences to recruit talent, requiring third-party
agencies to provide diverse slates, posting positions on diversity boards and sponsoring diversity
programs to support underrepresented groups.

DIVERSITY, EQUITY AND INCLUSION (DEI) RESOURCES AND PARTNERSHIPS
In 2021, Meritor created a dedicated DEI lead position responsible for driving the diversity, equity and inclusion strategy and
leading collaborative efforts for an inclusive and supportive environment. Meritor also became a corporate member of the Center
for Automotive Diversity, Inclusion and Advancement (CADIA), a nonprofit advisory organization focused on doubling the number
of diverse leaders in the automotive industry by 2030. Meritor is partnering with US2 – a social justice, equity and inclusion
consulting firm – to certify five of our HR team members through its CARES certification program, equipping them to lead
diversity and inclusion education and action efforts.
MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022
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DIVERSITY INITIATIVES
EMPLOYEE RESOURCE GROUPS
Employee resource groups (ERGs) focus on building supportive and community-based networks, providing education and resources for members and allies,
and fostering an inclusive culture for all employees. They also assist with outreach related to accelerating Meritor’s diversity recruiting efforts, building
relationships with women and minority student-led organizations, and attending conferences and regional community events. The African American, LGBT+
(Lesbian, Gay, Bisexual, Transgender +), Veterans and Women’s employee resource groups each have executive sponsors to amplify the impact of their
work on the organization.
Meritor was also named a Veteran-Friendly Employer by the Michigan Veterans Affairs Agency for positive military veteran recruitment, training and
retention practices.

LESBIAN, GAY, BISEXUAL,
TRANSGENDER + EMPLOYEE
RESOURCE GROUP | LGBT+ ERG
AFRICAN AMERICAN EMPLOYEE
RESOURCE GROUP | AAERG

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022

VETERANS EMPLOYEE
RESOURCE GROUP | VERG

RUN AS ONE | COMMITTED TO
EQUALITY FOR ALL

WOMEN’S EMPLOYEE
RESOURCE GROUP | WERG
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DEI TRAINING
EDUCATION, DEVELOPMENT AND MENTORSHIP
Employees have many opportunities to build their understanding around diversity, equity and
inclusion (DEI) skills and competencies. We offer 63 diversity-related e-Learning courses
which can be taken on demand through the company’s e-Learning platform. We also regularly
promote various diversity-related learning resources (e.g., courses, videos, audiobooks, books),
also accessible via our e-Learning platform.
Within this training framework, we offer two informal, instructor-led diversity and inclusion
trainings. The Inclusive Culture in Action workshop, launched in late 2021, will be
available to all employees starting in the third quarter of 2022. Inclusive Leadership
training, facilitated by external DEI consultants, will also be initiated at that time,
available to all managers with direct reports.
The employee resource groups (ERGs) also sponsor educational programming of
interest to community groups and business partners. Meritor employees also achieved
DEI-related certifications that increase our internal expertise to facilitate important
conversations and trainings.
Our year-long Impact Mentoring program for high potential talent from
underrepresented groups also provides mentees with individualized development
opportunities that support our internal development pipelines for diverse talent.
Currently, there are 16 employees from underrepresented groups in the pilot
program, which concluded in March 2022. At mid-program, 100% of surveyed
mentees in the program felt that the experience met their needs and one
participant had already been promoted to a director-level position.
MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022
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WORKFORCE STATISTICS
MINORITY WORKFORCE
U.S. ONLY (SALARIED AND HOURLY)

GLOBAL WORKFORCE DEMOGRAPHICS
FISCAL YEAR FISCAL YEAR FISCAL YEAR
2019
2020
2021

Executives

17%

17%

17%

Non-Executives

18%

19%

20%

Hourly

40%

39%

43%

Total

31%

30%

33%

By Location
Employees
in U.S.
44%

Employees
outside of U.S.
56%

By Employment Type

FEMALE WORKFORCE
GLOBAL (SALARIED AND HOURLY)
Executives
Non-Executives

Salaried
employees
32%

FISCAL YEAR FISCAL YEAR FISCAL YEAR
2019
2020
2021
17%
25%

15%
25%

17%
25%

Hourly

13%

12%

13%

Total

16%

17%

16%
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By Age

65+
8%
50-59
25%
40-49
25%

Hourly
employees
68%

20-29
15%
30-39
27%
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COMMUNITY ENGAGEMENT
Meritor is making a positive difference in people’s lives through charitable giving, employee
contributions and volunteerism. We support programs as diverse as training service dogs
for military veterans, workplace development and STEM (science, technology, engineering
and mathematics) education for individuals in underserved communities.
The common thread is an alignment with our industry, business and employees. Our
giving is primarily focused in the following areas:
Diversity
Education

Industry
Health and human services

The Meritor Trust is annually allocated through three primary categories:
Signature sponsorships
University relations

100+

Local community contributions
in U.S. locations

non-profit organizations benefited
from donations ranging from
$500-$100,000 in fiscal year 2021

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022

Focus: HOPE has been Meritor’s signature
charity for many years. In just over five
years, Meritor has contributed more than
$750,000 to this organization whose
mission is to provide meaningful work to
underprivileged populations in Detroit, Mich.
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GOVERNANCE
MERITOR WILL ENSURE EFFECTIVE CORPORATE
GOVERNANCE AND CONDUCT BUSINESS IN AN
ETHICAL MANNER
We will foster a culture built on integrity, responsible business
practices and high ethical standards, ensuring these values are
upheld as we partner with customers, suppliers and employees.

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022
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BOARD OF DIRECTORS

CHRIS VILLAVARAYAN
Chief Executive Officer
and President //
Meritor, Inc.

WILLIAM NEWLIN2,3
Independent Chairman
// Meritor, Inc.

STEVEN BERINGHAUSE2
Retired Chief Technology
Officer // Sensata
Technologies Holding PLC

JAN BERTSCH1*,3
Retired Chief Financial
Officer // Owens-Illinois, Inc.

RODGER BOEHM1,2
Retired Senior Partner //
McKinsey & Company, Inc.

IVOR “IKE” EVANS
Former Executive Chairman,
Chief Executive Officer and
President // Meritor, Inc.

ELIZABETH FESSENDEN2
Former Principal
// American Capital

FAZAL MERCHANT1
Retired Co-Chief Executive
Officer // Tanium, Inc.

THOMAS PAJONAS1,3*
Retired Executive Vice
President and Chief Operating
Officer // Flowserve Corp.

LLOYD TROTTER2*,3
Managing Partner //
GenNx360 Capital
Partners

Note: Meritor Board of Directors as of March 2022

1
2
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Audit Committee
Compensation and Management Development Committee

Corporate Governance and Nominating Committee
* Committee Chairperson

3
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CORPORATE GOVERNANCE
BOARD STRUCTURE
The Board of Directors oversees the strategy and management of Meritor. In fiscal year 2021, the Board held five
regularly scheduled meetings and one special meeting.
The Board currently provides for the separation of the offices of chairman and chief executive officer. Jeffrey Craig,
former director and executive chairman, retired effective Dec. 2021, at which time the number of directors was
reduced to ten. Upon Craig’s retirement, William Newlin became the independent chairman of the Board. The Board
has established independence standards for directors, which are set forth in the company’s guidelines on corporate
governance and are identical to the standards prescribed in the corporate governance rules of the New York Stock
Exchange. There are nine independent directors, including the chairman.
The Board has three standing committees and establishes special committees from time to time for specific
limited purposes or durations. While rotating committee members is considered at least once every four years,
rotation is not mandated as a policy since there are significant benefits to continuity, experience gained in
service on a particular committee and utilizing the individual talents of Board members.

AUDIT
Financial reporting, accounting
policies and internal control
structure, legal and ethical
compliance and risk
management, internal audit

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022

COMPENSATION AND
MANAGEMENT DEVELOPMENT
Compensation, management
succession and development,
medical benefit plans

CORPORATE GOVERNANCE
AND NOMINATING
Governance, director
nominations, ESG oversight,
shareholder engagement

9

independent directors –
only Chris Villavarayan,
president and CEO, is a
Meritor employee

50%

of Board is women
and minorities

65

years is average age
of Board members

6

years is average tenure
of Board members
35

Overview

RISK MANAGEMENT
Risk management is primarily the responsibility of the company’s management, however, the Board of
Directors provides overall risk oversight with a focus on the most significant risks facing the company.
Throughout the year, in conjunction with its regular business presentations to the board and its
committees, management highlights significant risks and provides updates on other relevant matters,
including issues in the industries in which the company operates that may impact the company,
operations reviews, the company’s short- and long-term strategies and treasury-related updates.
The board has delegated responsibility for the oversight of certain risks to the Audit Committee, which
oversees the company’s policies with respect to risk assessment and risk management, including
financial, accounting and cybersecurity risk exposures and managements initiatives to monitor
and control such exposures. In that role, the Audit Committee discusses with the company’s
management major risk exposures and how these risks are managed, monitored and mitigated.
The Audit Committee receives regular reports on the work of the company’s Business Standards
Compliance Committee from the General Auditor.
In addition to receiving regular internal audit reports and updates on Sarbanes-Oxley Act
compliance, the Audit Committee regularly meets in private session with the General Auditor
and, separately, with our external auditors, which provides the opportunity for confidential
discussion. The Audit Committee also receives reports on any fraud investigations that may
arise. In addition, on an annual basis, management conducts an enterprise risk assessment
and provides a summary report to the Audit Committee. This assessment is reviewed by
management and utilized with the Audit Committee throughout the year as circumstances
change. Within the company, risk responsibilities are managed by those with the relevant
functional expertise and shared among the company’s senior management.
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6

Meritor Board of
Directors meetings
in 2021

3

independent committees
established by Meritor’s
Board of Directors

+75%

of board meetings in
2021 attended by all
board members
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BOARD HIGHLIGHTS AND METRICS
GOVERNANCE HIGHLIGHTS
Board members have a variety of experience including manufacturing, engineering, automotive,
transportation, accounting/finance, information technology and supply chain management
In Jan. 2020, Meritor shareholders approved Restated Articles of Incorporation to eliminate the
classified structure of the Board over a three-year period; Board will be fully declassified in 2023

BOARD DIVERSITY
Male
80%
Female
20%

Independent Board chair or lead director
Board chair and CEO roles separated
Annual Board and committee evaluations
Required to comply with Standards of Business Conduct and Conflicts of Interest corporate policies
Proxy access right granted to shareholders
Qualified women and minority candidates required in each search pool to select director candidates
Director resignation policy for those who fail to obtain majority vote
Executive sessions of independent directors held at each regularly scheduled Board meeting
Commitment to corporate social responsibility
Stock ownership guidelines for directors and executives

Caucasian
70%

Indian/
South Asian
20%
African
American
10%

Refer to the Proxy Statement filed with the SEC dated Dec. 17, 2021 for a more thorough review of the Board of Directors, its committees and corporate governance.
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BUSINESS ETHICS AND COMPLIANCE
Meritor demonstrates commitment to ethical behavior via the standards of business conduct policy, system of
internal controls and internal audit procedures, and accessibility of employees and shareowners to management
and the Board to report concerns about violations of ethical standards and other issues of business conduct.
All employees (including our chief executive officer (CEO), chief financial officer (CFO), chief accounting officer and
other executive officers) are required to comply with corporate policies regarding standards of business conduct
and conflicts of interest. These policies ensure, to the greatest possible extent, that business is conducted in a
consistently legal and ethical manner. The Audit Committee has oversight responsibility for employee compliance.
The Board is also required to comply with these policies and the Corporate Governance and Nominating
Committee is responsible for monitoring compliance by directors.
Employees are obligated to report conduct they believe in good faith violates these policies to:
A supervisor, the office of the general counsel or the Business Standards Compliance Committee
Confidential Ethics Helpline
Board or Audit Committee
The office of the chief legal officer investigates all concerns and complaints.
All employees undergo training on policies and participate in periodic refresher courses to remain
current. Meritor’s ethics manual, including the standards of business conduct and conflicts of interest
policies, is posted on meritor.com. Any amendment to, or waiver from, a provision of our policies that
applies to Meritor’s CEO, CFO or chief accounting officer and relates to any of the following elements
of these policies: honest and ethical conduct; disclosure in reports or documents filed by the
company with the SEC and other public communications; compliance with applicable laws, rules
and regulations; prompt internal reporting of code violations; and accountability for adherence to
the policies, will be posted on the website.
MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022

100%

of salaried employees
required to report
violations of standards of
business conduct policy

100%

of employees required to
certify their awareness of
any conflicts of interest

27

local languages available
through the Ethics Helpline

24/7

Ethics Helpline availability
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MERITOR POLICIES
ANTI-BRIBERY
Meritor has policies that prohibit facilitation payments, as well as bribery
and corruption. Under these policies, facilitation payments are defined as
amounts paid to a government employee to expedite or secure performance
of a routine, non-discretionary governmental action, such as obtaining visas,
permits and licenses, police protection or utility services in a foreign country.
Bribery and corruption are defined as any offer, promise, gift, or payment
of money or anything else of value, whether directly or indirectly, to a
government official or participant in a private commercial transaction to
improperly induce that person to affect any act or decision, to do or omit
to do any act in violation of their duty, or to secure an improper advantage
in a manner that will assist Meritor or any of its subsidiaries or divisions, or
any of its associates, agents or anyone else to obtain or retain business. Our
anti-bribery and corruption Standards of Business Conduct Policy is posted
on the Investors page of meritor.com.
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RESPONSIBLE SUPPLY CHAIN
SUPPLIER DIVERSITY
At Meritor, we believe diversity and inclusion is a competitive advantage that improves the creativity, innovation and
performance of our people and products. We consider our suppliers an extension of our team – together we create
sustainable strength. The value of diverse teams is well documented. They challenge the status quo to bring about
positive change, innovate to create value and generally execute on sound decisions. Supplier diversity is a goal
embedded in the overall role of the Purchasing organization. In managing supplier relationships that bring the highest
value to our customers, we also seek to work with diverse suppliers that bring these competitive advantages and
recognize the following certified classifications: minority-, woman- and veteran-owned, and small business.

SUPPLY CHAIN MANAGEMENT AND COMPLIANCE
Meritor’s Environmental, Health and Safety (EHS) policy reinforces our commitment to consider impacts in our
work with suppliers to mutually address safety and sustainability concerns. We have a formal policy requiring all
suppliers to certify their compliance with applicable laws against human trafficking and slavery. Our buyers are
required to be trained to comply with laws against human trafficking and slavery, including steps to ensure
that our suppliers are aware of and agree to comply with this policy. We will audit suppliers which we have
reason to believe may be engaged in any activity that would violate applicable laws.
We have also implemented a conflict minerals compliance program and a policy intended to promote
responsible sourcing of tin, tantalum, tungsten and gold (3TG) from the Democratic Republic of Congo
and surrounding region, where revenues from the extraction of natural resources have historically
funded armed conflict and human rights abuses. The conflict mineral policy ensures that all materials
and products provided to us meet or exceed all applicable environmental laws and regulations of the
jurisdictions in which the supplier does business. Suppliers must meet the same requirements that
our customers demand of us.
MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022
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SUPPLY CHAIN PARTNERSHIPS
CUSTOMS TRADE PARTNERSHIP AGAINST TERRORISM (C-TPAT)
Meritor has been a fully validated Tier II member of the Customs Trade Partnership Against
Terrorism (C-TPAT) program since 2006. This membership includes all our manufacturing
facilities in the United States and Mexico. C-TPAT is a U.S. Customs and Border
Protection-led security program that strengthens the overall global supply chain and
border security. It confirms that our international supply chain security program meets
certain compliance levels.
Benefits include reduced levels of inspections and clearance times and eligibility for
expedited release programs. C-TPAT participation is an industry requirement and
Meritor requires our supply base to participate and support the program.

SMARTWAY TRANSPORT PARTNERSHIP
Meritor is also a long-time member of the U.S. Environmental Protection Agency (EPA)
SmartWay Transport Partnership. This program helps freight shippers, carriers, logistics
companies and other stakeholders partner with the EPA to advance supply chain sustainability by
measuring, benchmarking and improving freight transportation efficiency and logistics operations
so they can reduce their environmental footprint.

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022
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CYBERSECURITY AND RISK MANAGEMENT
GOVERNANCE
Meritor is committed to a strong, formalized cybersecurity program that is reported on and updated quarterly to the Cybersecurity Steering Committee and
Board of Directors through the Audit Committee. The cybersecurity program produces an annual State of Security Report that provides program details on
the maturity of the cybersecurity program, privacy, compliance and the state of controls. A global threat report on the evolving threat landscape and threat
trends observed is also included in the Annual Report.
We are also committed to be a strong partner in the defense industrial base. The Cybersecurity Maturity Model Certification (CMMC) is a foundational
part of Meritor’s protection standards to help protect and safeguard information. The overall cybersecurity program is founded on strong governance and
comprehensive frameworks like CMMC and NIST 800-171. Together these define Meritor’s cybersecurity resiliency and ability to meet and respond to
evolving threats.

RISK MANAGEMENT
Meritor has established an Information Systems (IS) Cybersecurity Risk Committee that is a cornerstone of the Meritor cybersecurity program. It is the goal
of the committee to ensure that strategic opportunities to reduce risk are prioritized and addressed in line with business priorities. The focus is to manage
the highest cybersecurity risks with the ultimate objective to ensure that business initiatives are comprehending potential cybersecurity risks.

AWARENESS AND TRAINING
Cybersecurity awareness is fundamentally part of the Meritor cyber aware culture. Meritor recognizes the seriousness of cyber threat actors and the part
every employee must play in helping to defend Meritor’s sensitive information. The cybersecurity program provides regular training for all employees and
contractors including welcome emails to new hires on how to spot a phish. Employees participate in cybersecurity awareness month where additional
training, videos and contests are utilized to engage employees on cybersecurity tips and best practices at work and at home.

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022
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INNOVATION
MERITOR WILL ENGINEER INNOVATIVE SOLUTIONS
TO EXCEED THE NEEDS OF OUR CUSTOMERS
We will leverage our heritage of innovation and unique
expertise and invest in advanced technology to develop
a greener product portfolio as the market transitions to
electrification and lower-carbon products.

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022
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THERE’S SOMETHING ON THE HORIZON
A change is happening. A shift in the way we think about business
and in the way we all do business. It’s a move from what is traditional
and expected. A move toward more innovation, more technology
and more ideas. It’s something so exciting. It’s a future that is
electric today and even more so tomorrow. A future that delivers
performance without dependence.
It’s a future that is both an evolution and a revolution. It’s
something that will meet the needs of companies large and
small. A continuation of leadership in engineering and
advanced technology. It’s a change that’s better for the

14Xe

bottom line and for Planet Earth. A change that’s green and
blue. Meritor

BLUE HORIZON is the future of commercial

vehicle systems.
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eMOBILITY
HISTORY
INDUSTRY LEADER in eMobility for Nearly 25 Years

EV systems
Vehicle controls,
e-accessories
and battery
packs

Low floor
eAxle
for 12-meter
transit bus
eAxle
for Mercedes
CITO transit bus

27
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eCorner module
for Demonstrator
7-ton delivery
van

14Xe
ePowertrain
public unveiling
Tri-mode hybrid
drive unit
for SuperTruck
26-ton to 40-ton
regional haul

TransPower
acquisition
Blue Horizon
brand launch
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ELECTRIFICATION TRENDS
FACTORS ACCELERATING ADOPTION
Sustainability

CHALLENGES HINDERING ADOPTION
Infrastructure

Customers pledging to go carbon neutral

High investment in charging stations within fleet depots

Larger fleets/European OEMs early adopters

Long charging time for public electric vehicle (EV)
infrastructure

Supply
All commercial vehicle OEMs launching battery electric
vehicle (BEV) models in next five years; Fuel cell electric
vehicle (FCEV) models in next 10 years
Capitalized new entrants with additional BEV and FCEV models
driven by special purpose acquisition company (SPAC) activity
Strategic collaborations between Meritor/OEMs to drive
innovation and lower cost

Regulatory
Europe: Carbon emissions reduced by 30% by 2030
United States: California Air Resources Board (CARB) states
aiming for 100% zero emissions by 2045
China: Subsidies to offset initial upfront investment
MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022

Lack of public hydrogen refueling stations

Cost
Despite battery cost decreases, zero-emission vehicles
(ZEVs) have premium over internal combustion engine
(ICE) vehicles
Costs remain volatile driven by raw-material prices
Scaling battery production requires capital investments

Technology
Fleets unclear about lifetime and maintenance needs
Unclear winning product strategy risks large investments
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ELECTRIFICATION TRENDS AND PRODUCT SOLUTIONS
Varying factors will drive or delay adoption to commercial vehicle electrification. Original equipment manufacturers
(OEMs) and large fleets will influence the move to electrification with CO2 targets, in addition to regulatory guidelines.
Strategic industry collaborations will also fuel innovation at a lower cost. On the other side, however, charging
infrastructures need to be built. Battery costs remain a premium, and technology and costs need to improve. But
no matter the pace of adoption, fast or slow, Meritor can help drive conversion to electrification by offering product
solutions that enable the migration.
Meritor will lead the transition with fully integrated ePowertrains. By 2025, we estimate transition will be
underway with one-third of the market adopting electric powertrains. Meritor’s eOptimized products and 14Xe
ePowertrain will support this transition. We will lead with opportunities across heavy, transit and medium-duty
markets. In 2030, we expect a significant portion of the market will adopt electric powertrains.
We are leveraging our strengths to deliver full-system solutions for the industrial market. Over 50% of the
production business we were awarded in 2021 is in the medium-duty space. Because our solution is
fuel agnostic, we have new business in full battery electric, hydrogen fuel cell
and natural gas. These business wins demonstrate customer confidence
in Meritor’s ability to contribute toward an electric future. We have a
long history in eMobility with a strong track record of success. It
is this technology development over the last two decades that
has built a foundation for us. This is why we are leading
the industry in bringing innovative electric powertrains and
electric vehicle systems to market. We are transforming
our company from a traditional drivetrain manufacturing
company into an electric powertrain technology company
to embrace and contribute to a more sustainable future.
MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022
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THE ROAD AHEAD IS BLUE – and Meritor
Blue Horizon will power the future. We have
been working with environmental, social and
governance (ESG) in mind for a long time and
have many initiatives underway including new
sustainability targets. Blue Horizon products
are reshaping the industry and helping our
customers meet their sustainability goals.

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022
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ELECTRIFICATION SOLUTIONS FOR AN EVOLVING MARKET
Today, many electric vehicles use an electric motor that is mounted remotely
from the drive axle. We call these remote mount configurations. The reason
some OEMs are starting this way is simply because the motors are readily
available and it is quicker and easier to bring this vehicle configuration to
market even though it may not be the most optimized solution.

There are two types of remote mount configurations: one where the motor
is connected to a multi-speed transmission and another where it is not.
In either case, we are offering our lineup of traditional axles, brakes and
drivelines that we have optimized for electric vehicles. We call these our
eOptimized products.

SOLUTIONS for an Evolving Market
Remote Mount Direct Drive

Remote Mount Multi-Speed

ePowertrain Fully Integrated

Architecture

Advantages

§ Speed to market
§ Lowest cost initially

§ Speed to market
§ Lower cost initially
§ More efficient than direct drive

§
§
§
§

Highest efficiency
More battery space
Lower weight
Superior solution

Meritor
Solution
eOptimized or traditional axle

Example

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022

Brakes

Driveline

Fully integrated ePowertrain
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TRANSPOWER
EV
System
Design
and
Integration
Capabilities
TRANSPOWER EV System Design and Integration Capabilities

DESIGN AND INTEGRATION CAPABILITIES

Complements
ePowertrain
Complements
ePowertrain
COMPLEMENTS EPOWERTRAIN

§ System
design,
integration
and
validation
§ System
design,
integration
and
validation
System design, integration and validation
§
Expertise
in
vehicle
controls,
thermal
§ Expertise
in vehicle
thermal
Expertise
in vehicle controls,
controls, thermal
management,
management,
and
highand
low-voltage
and high- and
low-voltage
power
distribution
management,
and
highand
low-voltage
power
distribution
power distribution

Power Controls and
Power Controls and
Accessories (PCAS)
Accessories (PCAS)

ePowertrain
ePowertrain

Turnkey EV system solution partner

§ Turnkey
system
solution
partner
§ Turnkey
EV EV
system
solution
partner

+
180
180+
ELECTRIC
VEHICLES
180+ ELECTRIC VEHICLES
electric vehicles across
various various
market segments
across
market

segments
across various market segments

Drayage/Class 8
Drayage/Class 8
MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022

34

Refuse
Refuse

Energy Storage
Energy Storage
System
System

Terminal Tractor
Terminal Tractor

School Bus
School Bus

Reach Stacker
Reach Stacker
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ELECTRIFICATION SOLUTIONS THAT DIFFERENTIATE MERITOR
Meritor is transforming from a traditional drivetrain manufacturing company
into an electric powertrain company.
We have built on our core capabilities in axles, brakes, drivelines
and gearing by adding electric powertrains, electric vehicle system
integration, full electric vehicle kits, powertrain controls and vehicle
controls. We are adding smart sensors to our traditional products
and strengthened our internal software development capabilities.
We are refocusing on electronics and algorithms, but we are
not satisfied with stopping there. We are looking ahead and
are focused on growing our capabilities in power electronics,
motors, inverters, and bringing diagnostic and prognostic
analytics to our customers through the cloud.
It is a long journey, but one we’ve started and are executing.
It is an exciting time to be at Meritor as we launch products
to enable this transition to electrification – a journey to a
greener tomorrow.

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022
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New Content

DIFFERENTIATED
MODULARITY
DIFFERENTIATED MODULARITY that Leverages Our Core
Inverter

Power Control Module (PCM)

§ Motor controls

§ Pedal and efficiency mapping

§ Base/application software and controls

§ Transmission shift control logic

Electric Motor

§ Planetary one- or
two-speed

§ Continuous power/peak torque
§ 150kW/1,000Nm

14Xe ePowertrain

§ 180kW/1,000Nm

§ Dual countershaft
two- or three-speed

§ 200kW/1,100Nm

Legacy Content

Transmission

Gearing

§ Wide range of ratios

Wheel End

§ From 2.67 to 6.57:1

§ Single reduction
§ Wheel end reduction

Brakes

§ Disc brakes

§ Drum brakes

§ eOptimized™

Suspension Interface
§ Fabricated
housing

§ Cast
housing

§ Independent
suspension

29
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INNOVATION AT MERITOR

$76M

Our research, development, engineering and product design capabilities, and highly talented
engineers and scientists, are driving innovation. We have advanced technical centers in North
America, South America, Europe and Asia Pacific (primarily in India and China).

RESEARCH AND DEVELOPMENT SPEND1
(in millions of U.S. dollars)

FY21

$76

FY20

$74

FY19

$75

FY18

$73

PATENT FILINGS2

2021
2020
2019

$69

2017

FY16

$68

2016

FY15

$69

2015

2

89

270+

108
134
248

2018

FY17

1

spent on companysponsored research,
development and
engineering in 2021

Meritor employees
working on
electrification
product solutions

146
271
200

89

global patents
filed in 2021

Research and development spend reported by fiscal year (FY) which ends on the Sunday nearest Sept. 30
Number of patent filings, by calendar year, includes pending and granted patents globally as of Dec. 31
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COMMITMENT TO QUALITY
At Meritor, maintaining high quality is a core value. Our quality policy states we are passionate about quality, integrity and
we strive to exceed customer expectations by:
Placing product safety first
Listening to the voice of our customers
Practicing continuous improvement to achieve zero defects
Partnering with suppliers to maximize value
Meritor is focused on establishing a zero-defect culture. Although a zero-defect quality culture has been part of
the automotive industry for some time, this level of performance expectation is a growing trend within the trucking
industry – and our customers are requiring it. By building quality into our processes and delivering consistently lower
parts per million (PPMs) at a competitive cost, we set ourselves apart from competitors.
Product risk assessments through the Design Failure Mode and Effect Analysis (DFMEA) process within
engineering, and the Process Failure Mode and Effect Analysis (PFMEA) process within manufacturing are required
steps in the design and development process at Meritor. In addition, external quality system audits are performed
on an annual basis (at a minimum) at each of our production facilities. Several of our locations are also subject
to regular safety audits by key customers. We utilize error proofing processes, when possible, to regularly test
our emergency response procedures and eliminate production issues that may impact product safety.

PRODUCT SAFETY PROGRAM
As part of Meritor’s quality product safety program, we are committed to ensuring the safety of our
products. Employees receive regular training on product safety. Oversight of the program is the
responsibility of the Product Safety and Compliance Committee, a cross functional team of senior
management and subject matter experts.
MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022
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QUALITY AWARDS
Because quality is so important, Meritor sets an overall quality target with
each three-year plan. We measure against the target and report the status
with the closure of each cycle. With M2025, we held the target of 20
customer parts per million (PPM), consistent with the target for M2022,
believing this level to be world-class in the commercial vehicle industry. As
we achieve this target, it will further differentiate Meritor. Our commitment
to quality is unwavering and the recognition from our customers is an
honor that we take seriously.

DEFECTS IDENTIFIED BY CUSTOMERS
(parts per million)

65

2021 QUALITY AWARDS
Five North American plants recognized with the Daimler Trucks
North America Masters of Quality Supplier Award for Excellence
Six plants globally received the PACCAR 10PPM Achievement
Award; two with zero PPM

108

40

36
23

One U.S. facility received the Motor Coach Industries Silver
Performance Award
China facility earned the XCMG Excellent Supplier Award,
Isuzu Excellent Quality Award for suppliers with zero PPM
and Caterpillar Award for Quality

Fiscal Year
2017

Fiscal Year
2018

Fiscal Year
2019

Fiscal Year
2020

Fiscal Year
2021

Note: M2022 target is 20 PPM; M2025 target is 20 PPM
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DIGITAL TRANSFORMATION AND INDUSTRY 4.0
To drive the next evolution of quality in our manufacturing processes, we are enhancing
our operations toolkit by incorporating Industry 4.0. This is the next evolution of a digital
transformation journey to establish a more robust and flexible factory of the future. Digital
advancements will equip Meritor to handle custom requirements from our customers in a
more efficient ‘mass production’ methodology and gain capabilities that drive competitive
advantages. New technologies are expected to enable us to more proactively manage
our critical assets to maximize utilization and operational performance.
Meritor’s vision is to transform our manufacturing sites into smart factories focused on
improving four key areas from the non-connected production environment of today:

MANUFACTURING
EXECUTION SYSTEM
Quality and Traceability
Communicates with shop floor
and enterprise resource planning
(ERP) system in real time
Already deployed in five plants

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022

OVERALL EQUIPMENT
EFFECTIVENESS
Real-Time Production Visibility
Platform for comparing
efficiency for full production lines,
departments and plants

COMPUTERIZED MAINTENANCE
MANAGEMENT SYSTEM
Equipment Maintenance
Digital tracking and alerting of
machine maintenance with
reporting on true cost of repairs
and machine downtime
Already deployed in 11 plants

MACHINE CONDITION
MONITORING
Monitoring and Learning
Full deployment of sensors to
monitor equipment performance,
real time trending and alerting,
and predictive analytics

56

Overview

Environment

Social

Governance

Innovation

APPENDIX

APPENDIX

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022

57

Overview

Environment

Social

Governance

Innovation

APPENDIX

STATEMENT OF GREENHOUSE GAS EMISSIONS
Management of Meritor, Inc. (“Meritor” or the “Company”) is responsible for the
completeness, accuracy and validity of the Company’s Statement of Greenhouse Gas
(GHG) Emissions for the year ending September 30, 2021 (the “2021 Statement of
GHG Emissions”). Management is also responsible for the collection, quantification and
presentation of the disclosures included in the 2021 Statement of GHG Emissions and
for the selection of the criteria, which management believes provide an objective basis for
measuring and reporting. Meritor asserts that the Company’s Statement of GHG Emissions
for the year ending September 30, 2021 is prepared in accordance with the Greenhouse Gas
Protocol: A Corporate Accounting and Reporting Standard (Revised Edition), published by
the World Business Council for Sustainable Development and the World Resources Institute.
METRIC TONS OF CO2e
Scope 1 GHG Emissions

49,554

Scope 2 GHG Emissions

111,554

Total Scope 1 and 2 GHG Emissions

161,108

EMISSIONS REPORTING DATES
Meritor is using a reporting period of October 1 through September 30 to consistently
report 365 days of GHG emissions per year. This is closely aligned to the financial
disclosures fiscal year 2021 referred to in this report, but is not exactly matched to the
financial fiscal calendar.
MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022

ORGANIZATIONAL AND OPERATIONAL
BOUNDARIES
Meritor is reporting GHG emissions according to the
‘Operational Control’ approach outlined in the GHG
Protocol. Meritor considers any operation which is
wholly-owned and joint ventures over which Meritor has
management and operational control (which generally
includes subsidiaries with greater than a 50% equity
position), including Meritor leased real estate facilities, to
be within operational control.
All material Scope 1 and 2 emissions defined by the
GHG Protocol are disclosed in this emissions report.
An emissions survey of all Scope 1 and 2 impacts was
conducted in 2021 for locations under operational control.
Industrial gases and fire suppression were found to
represent less than 1% of Scope 1 emissions and were
excluded from this report. Scope 3 is not included in this
reporting year, but is a priority for Meritor’s future reporting.
Scope 1 emissions include stationary fuel combustion
of natural gas, propane, diesel; mobile fuel combustion
from cars and a corporate jet; and fugitive emissions
from air conditioning systems. Scope 2 emissions include
purchased electricity and purchased steam.
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STATEMENT OF GREENHOUSE GAS EMISSIONS CONTINUED
ADDITIONAL INFORMATION ON EMISSIONS

GHG EMISSIONS BASE YEAR SITE SELECTION

Meritor has not engaged in any greenhouse gas (GHG) trades
such as sales, purchases, transfers or banking allowances.

Meritor has chosen fiscal year 2021 as its base year as it is the most up-to-date year
which will not include most of the effects from the COVID-19 global pandemic. Meritor
closed and divested six locations between April 2021 and December 2021 which are
excluded from the fiscal year 2021 base year. Locations intentionally excluded from the
base year are:

There are no known instances of direct CO2 emissions from
biologically sequestered carbon to report from locations
under Meritor operational control.
Per GHG Protocol requirements, data for all six GHGs
reported separately are as follows:

1

METRIC TONS

METRIC TONS OF CO2e

CO2

159,270

159,270

CH4

1.14

31.87

N2O

0.18

47.41

HFCs1

0.97

1,758.59

PFCs

0

0

SF6

0

0

Osasco, Brazil (Remanufacturing)

Howell, Michigan, USA

Dubendorf, Switzerland

Livermore, California, USA

Chicago, Illinois, USA

Livonia, Michigan, USA

The HFC figure is inclusive of any species of chlorofluorocarbons (CFCs) and hydrochlorofluorocarbons (HFCFs).
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STATEMENT OF GREENHOUSE GAS EMISSIONS CONTINUED
BASE YEAR EMISSIONS RECALCULATION POLICY

METHODOLOGIES USED TO CALCULATE EMISSIONS

Emissions changes that would trigger a base year recalculation
are as follows1:

Meritor utilizes ProcessMap Corporation Sustainability Performance Management
software to calculate greenhouse gas (GHG) emissions. ProcessMap is a GRI Certified
Software Partner.

Changes in calculation methodology or improvements in
data accuracy
Enterprise structural changes that occur as the result of
acquisitions and divestments
Non-significant emissions changes that will not trigger a base
year recalculation:
Structural changes occur as the result of acquisitions and
divestments where the organizational component that is
acquired or divested did not exist in the base year

Scope 1 and 2 emissions, as defined by the GHG Protocol and within Meritor’s boundary
outlined under ‘Organizational and Operational Boundary’ in this appendix, are calculated
using the appropriate emissions factors and Global Warming Potentials (GWPs) listed on
pages 61 through 63.
Primary consumption data for Scope 1 is collected via vendor invoices, fuel purchase
cards and fleet management systems. Primary consumption data for Scope 2 is
collected via vendor invoices.

Structural changes that occur as the result of consolidation
or insourcing of operations
Organic growth or decline in production output, changes in
product mix and closures or openings of operating units that
are owned or controlled by the company

1

Our significance threshold for changes is based on qualitative and quantitative factors, including when a single
change of data, or several small changes of data cumulatively reach or exceed the stated materiality threshold (5%).
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STATEMENT OF GREENHOUSE GAS EMISSIONS CONTINUED
EMISSIONS FACTORS
EMISSIONS SOURCE

EMISSIONS SOURCE TYPE

Scope 1 – Global

Natural Gas
Liquefied Petroleum Gases
Gas/Diesel Oil

EMISSIONS FACTOR EMPLOYED
IPCC Guidelines for National Greenhouse Gas Inventories, Volume 2: Energy (2006), Table 2.3: Default
Emission Factors for Stationary Combustion in Manufacturing Industries and Construction.

Scope 1 – Global

Jet Kerosene

IPCC Guidelines for National Greenhouse Gas Inventories, Volume 2: Energy (2006), Chapter 3: Mobile
Combustion, Table 3.6.4: CO2 Emission Factors and Table 3.6.5: Non-CO2 Emission Factors and Table 3.6.9:
LTO Emission Factors for Typical Aircraft.

Scope 1 – Global

Motor Gasoline
Gas/Diesel Oil

IPCC Guidelines for National Greenhouse Gas Inventories, Volume 2: Energy (2006), Chapter 3: Mobile
Combustion, Table 3.2.1: Road transport default CO2 emission factors and uncertainty ranges and Table 3.2.2:
Road transport N20 and CH4 default emissions factors and uncertainty ranges.

Scope 2 – AUS

Electricity

Australian Government, Dept of Environment & Energy Emissions, National Greenhouse Accounts Factors 2019,
Table 5 and Table 44 for regional factors (Aug 2019). EF is the latest estimate of Table 44 for Victoria state.

Scope 2 – AUT, CHE,
CZE, DEU, FRA, ITA,
NLD, SWE

Electricity

Association of Issuing Bodies (AIB), 2019 European Residual Mixes. (Version 1, 29 May 2020). EF is from the
CO2 column in Table 5: Production Mix 2019. EF is converted from g/kWh to kg/kWh by dividing by 1,000 g/kg.

Electricity

Climate Transparency, The Brown to Green Report 2019. Download specific Country Profiles. EF is from the
‘Emissions Intensity of the Power Sector’ details in the ‘Mitigation – Power Sector’ section of reports. EF is
converted from g/kWh to kg/kWh by dividing by 1,000 g/kg.

Scope 2 – BRA, CHN,
IND, JPN, MEX
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STATEMENT OF GREENHOUSE GAS EMISSIONS CONTINUED
EMISSIONS FACTORS CONTINUED
EMISSIONS SOURCE

EMISSIONS SOURCE TYPE

EMISSIONS FACTOR EMPLOYED

Scope 2 – CAN

Electricity

United Nations Framework Convention on Climate Change (UNFCCC), National Inventory Submissions 2020.
Download national inventory report ‘NIR’ for Canada (14 Apr 2020). EF from the Generation Intensity rows
in Table A13-7: Electricity Generation and GHG Emissions Details for Ontario and Table A13-10: Electricity
Generation and GHG Emissions Details for Alberta. CO2e EF is converted from g/kWh to kg/kWh by dividing by
1,000 g/kg.

Scope 2 – GBR

Electricity

UK Government, BEIS/DEFRA, Conversion Factors 2020: Condensed Set For Most Users (June 2020). EF is
from the CO2e column in the UK Electricity tab.

Scope 2 – SGP

Electricity

Singapore Government NEA/EMA, Information on Emission Factors (06 Jan 2020). EF from the Average
Operating Margin column for 2018.

Scope 2 – USA

Electricity

US Government, EPA, eGrid Database 2018 Summary Tables (9 Mar 2020). Click on Download Detailed
Data and download eGRID2018 Summary Tables (xlsx). EF is from the CO2e column in Table 3: State Output
Emission Rates. EF is converted from lb/MWh to kg/kWh by dividing by 2.20462 lb/kg and then dividing by
1,000 kWh/MWh.

Scope 2 – Global

Purchased Steam

US Environmental Protection Agency, December 2020. Indirect Emissions from Purchased Electricity, Section
3.3.4: Steam, Heat and Cooling Emission Factors.
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STATEMENT OF GREENHOUSE GAS EMISSIONS CONTINUED
GLOBAL WARMING POTENTIALS OF GREENHOUSE GASES
GAS

GLOBAL WARMING POTENTIAL (GWP)

CO2

CH4

N2O

HFC

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022

REFERENCE

1

IPCC, Fifth Assessment Report, Working Group 1, Chapter 8: Anthropogenic and Natural Radiative Forcing
(2013), Table 8.7: GWP and GTP with and without inclusion of climate-carbon feedbacks in response to
emissions of the indicated non-CO2 gases.

28

IPCC, Fifth Assessment Report, Working Group 1, Chapter 8: Anthropogenic and Natural Radiative Forcing
(2013), Table 8.7: GWP and GTP with and without inclusion of climate-carbon feedbacks in response to
emissions of the indicated non-CO2 gases.

265

IPCC, Fifth Assessment Report, Working Group 1, Chapter 8: Anthropogenic and Natural Radiative Forcing
(2013), Table 8.7: GWP and GTP with and without inclusion of climate-carbon feedbacks in response to
emissions of the indicated non-CO2 gases.

Species Specific

IPCC, Fifth Assessment Report, Working Group 1, Chapter 8: Anthropogenic and Natural Radiative Forcing
(2013), Appendix 8.A: Lifetimes, Radiative Efficiencies and Metric Values, Table 8.A.1: Radiative efficiencies
(REs), lifetimes/adjustment times, AGWP and GWP values for 20 and 100 years, and AGTP and GTP values for
20, 50 and 100 years
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THIRD-PARTY EMISSIONS ASSURANCE
Deloitte & Touche LLP
Suite 3900
200 Renaissance Center
Detroit, MI 48243
USA

INDEPENDENT ACCOUNTANTS’ REVIEW REPORT

Tel: +1 313 396 3000
Fax: +1 313 396 3618
www.deloitte.com

To the Board of Directors of Meritor Inc.
Troy, Michigan, United States
We have reviewed management of Meritor Inc.’s (the “Company”) assertion that the Statement of Greenhouse Gas (“GHG”) Emissions included within the Appendix of the
accompanying 2021 Sustainability Report for the year ended September 30, 2021 (the “GHG Statement”) is presented in accordance with the Greenhouse Gas Protocol: A
Corporate Accounting and Reporting Standard (Revised Edition), published by the World Business Council for Sustainable Development and the World Resources Institute
(the “GHG Protocol”, or “Criteria”). The Company’s management is responsible for its assertion. Our responsibility is to express a conclusion on management’s assertion
based on our review.
Our review was conducted in accordance with attestation standards established by the American Institute of Certified Public Accountants (AICPA) in AT-C Section 105,
Concepts Common to All Attestation Engagements, and AT-C Section 210, Review Engagements. Those standards require that we plan and perform the review to obtain
limited assurance about whether any material modifications should be made to management’s assertion in order for it to be fairly stated. The procedures performed in a
review vary in nature and timing from, and are substantially less in extent than, an examination, the objective of which is to obtain reasonable assurance about whether
management’s assertion is fairly stated, in all material respects, in order to express an opinion. Accordingly, we do not express such an opinion. Because of the limited
nature of the engagement, the level of assurance obtained in a review is substantially lower than the assurance that would have been obtained had an examination been
performed. We believe that the review evidence obtained is sufficient and appropriate to provide a reasonable basis for our conclusion.
We are required to be independent and to meet our other ethical responsibilities in accordance with the Code of Professional Conduct issued by the AICPA. We applied the
Statements on Quality Control Standards established by the AICPA and, accordingly, maintain a comprehensive system of quality control.
The procedures we performed were based on our professional judgment. In performing our review, we performed analytical procedures and inquiries. For a selection of the
information included in the GHG Statement, we performed tests of mathematical accuracy of computations, compared the information to underlying records, or observed the
data collection process.
The preparation of the information included in the GHG Statement requires management to establish and interpret the criteria, make determinations as to the relevancy of
information to be included, and make estimates and assumptions that affect the reported information. Measurement of certain amounts includes estimates and assumptions
that are subject to substantial inherent measurement uncertainty resulting, for example, from accuracy and precision of conversion factors or estimation methodologies used
by management. Obtaining sufficient, appropriate review evidence to support our conclusion does not reduce the inherent uncertainty in the information included in the GHG
Statement. The selection by management of different but acceptable measurement methods, input data, or assumptions, may have resulted in materially different amounts
or information being reported.
Information outside of the GHG Statement included in the 2021 Sustainability Report was not subject to our review and, accordingly, we do not express a conclusion or any
form of assurance on such information. Further, any information relating to periods prior to the year-ended September 30, 2021 or information relating to forward looking
statements, goals, and progress against goals, was not subject to our review and, accordingly, we do not express a conclusion or any form of assurance on such
information.
Based on our review, we are not aware of any material modifications that should be made to management of Meritor Inc.’s assertion that the Statement of GHG Emissions
included in the Appendix of the accompanying 2021 Sustainability Report for the year ended September 30, 2021 is presented in accordance with the GHG Protocol, in
order for it to be fairly stated.

April 8, 2022
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SASB INDEX
Sustainability Accounting Standards Board (SASB) was founded as
a non-profit to help businesses and investors develop a common
language about the financial impacts of sustainability standards.
SASB standards provide detailed industry-specific disclosure topics and
metrics. SASB has placed Meritor in the auto parts category and we have
addressed the questions defined in this category.
This report covers fiscal year 2021 and includes the most recent year-end
data available for Meritor.
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SASB INDEX CONTINUED
ENERGY MANAGEMENT1
DISCLOSURE NUMBER

DISCLOSURE NAME

TR-AP-130a.1.1

Total energy consumed1

TR-AP-130a.1.2

Percentage grid electricity

TR-AP-130a.1.3

Percentage renewable2

2021 RESPONSE
2,136,357.30 GJ in fiscal year 2021
100% in fiscal year 2021
0% in fiscal year 2021

WASTE MANAGEMENT3

1

2

3
4

5

DISCLOSURE NUMBER

DISCLOSURE NAME

TR-AP-150a.1.1

Total amount of waste from manufacturing

TR-AP-150a.1.2

Percentage hazardous4

TR-AP-150a.1.3

Percentage recycled5

2021 RESPONSE
79,160.08 MT in fiscal year 2021
3.79% in fiscal year 2021
95.88% in fiscal year 2021

Locations within the scope of this SASB disclosure are identical to our ESG disclosure. Further, Meritor processes are simple combustion systems that exhaust 100% of water vapor released from combustion into the environment. The latent heat of
vaporization is irreversibly lost and therefore we set out using the net calorific value (lower heating value).
Lindesberg, Sweden purchases 100% of their electricity from renewable hydro sources, totaling 103,969.7532 GJ, however the hydro source is not certified by the Low Impact Hydropower Institute nor the Renewable Portfolio Standard required under
SASB TR-AP-130a.1 - 3.4.1, both of which are designations not recognized outside of the United States.
Includes all locations of the Company and its subsidiaries in which the Company has a controlling interest.
Meritor defines hazardous waste as unwanted materials that have substantial or potential threats to public health or the environment and are known or tested to exhibit hazardous traits (ignitability, reactivity, corrosivity or toxicity) or are materials that are
specifically listed by the applicable federal or local regulatory authorities of the jurisdiction where the waste is generated.
Meritor uses waste to energy disposal technology benefiting other industry for some waste streams, however is not aware of the use of any incineration without energy benefit technologies. Meritor considers waste to energy as a responsible recycling method.
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SASB INDEX CONTINUED
PRODUCT SAFETY
DISCLOSURE NUMBER

DISCLOSURE NAME

TR-AP-250a.1

Number of recalls issued,
total units recalled

2021 RESPONSE
Meritor had zero voluntary recalls and three involuntary recalls in fiscal year 2021 that involved 15, 98 and
2,918 units

DESIGN FOR EFFICIENCY
DISCLOSURE NUMBER

DISCLOSURE NAME

TR-AP-410a.1

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

2021 RESPONSE
Approximately $360 million in fiscal year 2021

MATERIALS SOURCING
DISCLOSURE NUMBER

DISCLOSURE NAME

TR-AP-440a.1

Description of the management
of risks associated with the use
of critical materials
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2021 RESPONSE
Meritor does not use any of the critical materials listed in the standard
Meritor has a policy and process to manage identified Conflict Minerals
Meritor 2021 Sustainability Report: Page 40
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SASB INDEX CONTINUED
MATERIALS EFFICIENCY
DISCLOSURE NUMBER

DISCLOSURE NAME

2021 RESPONSE

TR-AP-440b.1

Percentage of products sold that are
recyclable (by revenue)

Approximately 92% of products sold in fiscal year 2021 were recyclable1

TR-AP-440b.2

Percentage of input materials from
recycled or remanufactured content
(by weight)

Material costs represent the majority of our cost of sales and include raw materials, composed primarily of steel
and purchased components, with steel representing a substantial majority of the weight of the inputs. In fiscal
year 2021, 56% of our purchased steel came from recycled sources. The Company is working to further refine
this data for future periods.

COMPETITIVE BEHAVIOR

1

DISCLOSURE NUMBER

DISCLOSURE NAME

TR-AP-520a.1

Total amount of monetary losses as a
result of legal proceedings associated with
anticompetitive behavior regulations

2021 RESPONSE
Monetary losses resulting from legal proceedings associated with anticompetitive behavior regulations are
described in Meritor’s public filings. Meritor provides regular training to employees on anticompetition matters.

Calculated as the revenue from products sold that are recyclable (~$3.5B) divided by the revenue from all products sold (~$3.8B)
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TCFD INDEX
Climate change presents financial risk to the global economy. Financial
markets need clear, comprehensive, high-quality information on the impacts
of climate change. This includes the risks and opportunities presented by
rising temperatures, climate-related policy, and emerging technologies in our
changing world.
The Financial Stability Board created the Task Force on Climate-related
Financial Disclosures (TCFD) to improve and increase reporting of climaterelated financial information.1
This report covers fiscal year 2021 and includes the most recent year-end
data available for Meritor.

1

MERITOR TCFD DISCLOSURE INDEX
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TCFD INDEX
GOVERNANCE
RECOMMENDED DISCLOSURE

2021 RESPONSE
The Corporate Governance and Nominating Committee oversees the Company’s strategies and self-assessments related to ESG matters,
including climate-related risks and opportunities.

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

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

While risk management is primarily the responsibility of the Company’s management, the Board provides overall risk oversight with a focus
on the most significant risks facing the Company. Throughout the year, in conjunction with its regular business presentations to the Board
and its committees, management highlights any significant related risks and provides updates on other relevant matters, including issues in
the industries in which the Company operates, issues that may impact the Company, operations reviews, the Company’s short- and long-term
strategies and treasury-related updates. The Board has delegated responsibility for the oversight of certain risks to its committees.
The Board and senior management have established a cross-functional team of senior leaders and subject matter experts to drive execution of
the Company’s ESG programs and strategies. Overall leadership of the program is the responsibility of the CEO. Project and team leadership
has been allocated to a group of four senior executives who are each responsible for one of the applicable areas of environmental, social,
governance and communications. Day-to-day activities are the responsibility of a sustainability team created to develop and coordinate
the execution of the Company’s ESG strategy, which is supported by various subject matter and technical experts from throughout the
organization.
The ESG project team, with the assistance of the Company’s internal audit function, is responsible for periodically identifying climate-related
risks and opportunities. Efforts to assess and manage identified risks are led by the operational and functional leaders that have responsibility
or oversight for the identified area.
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TCFD INDEX CONTINUED
STRATEGY
RECOMMENDED DISCLOSURE

2021 RESPONSE
Severe Weather Risk (Short-Term): Certain of the Company’s manufacturing and distribution locations, and those of its customers, have
experienced more frequent severe weather events, including flooding, atypical freezing temperatures, power outages, property damage and
materials shortages. These events can lead to manufacturing, distribution and demand disruptions for the Company’s products.

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

b) Describe the impact of climaterelated risks and opportunities on the
organization’s businesses, strategy, and
financial planning.

MERITOR 2021 SUSTAINABILITY REPORT // ©Meritor, Inc. 2022

Market/Product Risk (Medium-Term): Customers and the commercial vehicle market are transitioning to electric vehicles in an effort to reduce
GHG emissions. The adoption of certain electric vehicle technologies could reduce demand for the Company’s traditional axle, brake and other
products. If the Company is not able to develop new products to meet this shifting demand, sales could be adversely affected.
Market/Product Opportunity (Medium-Term): The market shift to electric vehicles represents an opportunity for the Company to develop
market leading products that meet the needs of customers, including its Blue Horizon suite of electric powertrains, e-braking solutions and
other advanced technologies. These products represent a higher percentage of vehicle content and value per product for the Company, which
could result in increased revenue.
Meritor is positioning itself to be a leader in the global effort to reduce carbon emissions by developing revolutionary products that facilitate
the shift to electric commercial and specialty vehicles. This has led the Company to significantly increase its focus and investment in the
development of new products under its Blue Horizon brand of advanced technologies, which includes its full line of electric powertrains, in
order to meet the shifting needs of its customers and the market.
In December 2021, the Company announced its M2025, three-year strategic plan, which includes goals of achieving $250 million of revenue
growth in electrification by 2025 and $1.5 billion in electrification revenue by 2030. The M2025 plan also includes goals to reduce the
Company’s scope 1 and 2 GHG emissions 25% by 2025; 50% by 2030; and of achieving carbon neutrality by 2050.
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TCFD INDEX CONTINUED
STRATEGY CONTINUED
RECOMMENDED DISCLOSURE
c) Describe the resilience of the
organization’s strategy, taking into
consideration different climate-related
scenarios, including 2°C or lower scenario.

2021 RESPONSE

The Company is working to develop these analyses and will include in future sustainability reports.

RISK MANAGEMENT
RECOMMENDED DISCLOSURE

2021 RESPONSE

a) Describe the organization’s processes
for identifying and assessing climaterelated risks.

Identification of climate-related risks has been integrated into the Company’s enterprise risk management (ERM) process. On an annual basis,
the Company’s internal audit function conducts an enterprise risk assessment and provides a summary report to the Audit Committee and a
climate specific report to the Corporate Governance and Nominating Committee. This assessment is reviewed by management and utilized
with the committees throughout the year as circumstances change.

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

Risk responsibilities identified through the annual ERM process are managed by those with the relevant functional expertise and shared
among the Company’s senior management.

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

The Company’s processes for identifying, assessing and managing climate-related risks have been integrated into its existing ERM process for
identifying and managing the material risks facing the Company.
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TCFD INDEX CONTINUED
METRICS AND TARGETS
RECOMMENDED DISCLOSURE
a) Disclose the metrics used by the
organization to assess climate-related
risks and opportunities in line with its
strategy and risk management process.
b) Disclose Scope 1, Scope 2, and if
appropriate, Scope 3 greenhouse gas
(GHG) emissions, and the related risks.
c) Describe the targets used by the
organization to manage climate-related
risks and opportunities and performance
against targets.
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2021 RESPONSE
The Company’s M2025 three-year, strategic plan includes goals of achieving $250 million of revenue growth in electrification by 2025 and
$1.5 billion in electrification revenue by 2030. The Company believes that achieving these levels of revenue growth would indicate initial
market acceptance of the Company’s advanced technology products and represent successful mitigation of its risk, and realization of its
opportunity, regarding the customer and market shift to electric vehicles.
Scope 1: 49,554 MT CO2e in fiscal year 2021
Scope 2: 111,554 MT CO2e in fiscal year 2021
Scope 3: Currently being evaluated by the Company

The Company’s M2025 three-year, strategic plan includes targets of achieving $250 million of revenue growth in electrification by 2025 and
$1.5 billion of electrification revenue by 2030.
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NON-GAAP FINANCIAL INFORMATION
In addition to the results reported in accordance with accounting principles generally accepted in the United States (“GAAP”), we have provided information regarding non-GAAP financial measures. These non-GAAP
financial measures include adjusted income (loss) from continuing operations attributable to the company, adjusted diluted earnings (loss) per share from continuing operations, adjusted EBITDA, adjusted EBITDA
margin, segment adjusted EBITDA, segment adjusted EBITDA margin, free cash flow and free cash flow conversion.
Adjusted income (loss) from continuing operations attributable to the company and adjusted diluted earnings (loss) per share from continuing operations are defined as reported income (loss) from continuing
operations and reported diluted earnings (loss) per share from continuing operations before restructuring expenses, asset impairment charges and other special items as determined by management. Adjusted EBITDA
is defined as income (loss) from continuing operations before interest, income taxes, depreciation and amortization, non-controlling interests in consolidated joint ventures, loss on sale of receivables, restructuring
expenses, asset impairment charges and other special items as determined by management. Adjusted EBITDA margin is defined as adjusted EBITDA divided by consolidated sales from continuing operations.
Segment adjusted EBITDA is defined as income (loss) from continuing operations before interest expense, income taxes, depreciation and amortization, noncontrolling interests in consolidated joint ventures, loss on
sale of receivables, restructuring expense, asset impairment charges and other special items as determined by management. Segment adjusted EBITDA excludes unallocated legacy and corporate expense (income),
net. Segment adjusted EBITDA margin is defined as segment adjusted EBITDA divided by consolidated sales from continuing operations, either in the aggregate or by segment as applicable. Free cash flow is
defined as cash flows provided by (used for) operating activities less capital expenditures. Free cash flow conversion is defined as free cash flow over adjusted income from continuing operations attributable to the
company. Beginning in the second quarter of fiscal year 2021, the company no longer includes an adjustment for non-cash tax expense related to the use of deferred tax assets in jurisdictions with net operating loss
carryforwards or tax credits in adjusted income (loss) from continuing operations attributable to the company and adjusted diluted earnings (loss) per share from continuing operations.
Management believes these non-GAAP financial measures are useful to both management and investors in their analysis of the company’s financial position and results of operations. In particular, adjusted EBITDA,
adjusted EBITDA margin, segment adjusted EBITDA, segment adjusted EBITDA margin, adjusted income (loss) from continuing operations attributable to the company, adjusted diluted earnings (loss) per share
from continuing operations and free cash flow conversion are meaningful measures of performance to investors as they are commonly utilized to analyze financial performance in our industry, perform analytical
comparisons, measure value creation, benchmark performance between periods and measure our performance against externally communicated targets.
Free cash flow is used by investors and management to analyze our ability to service and repay debt and return value directly to shareholders. Free cash flow conversion is a specific financial measure of our M2022
plan used to measure the company’s ability to convert earnings to free cash flow and provides useful information about our ability to achieve strategic goals.
Management uses the aforementioned non-GAAP financial measures for planning and forecasting purposes, and segment adjusted EBITDA is also used as the primary basis for the Chief Operating Decision Maker
(“CODM”) to evaluate the performance of each of our reportable segments.
Our Board of Directors uses adjusted EBITDA margin, free cash flow, adjusted diluted earnings (loss) per share from continuing operations and free cash flow conversion as key metrics to determine management’s
performance under our performance-based compensation plans, provided that, solely for this purpose, adjusted diluted earnings (loss) per share from continuing operations also includes an adjustment for the use of
deferred tax assets in jurisdictions with net operating loss carryforwards or tax credits.
Adjusted income (loss) from continuing operations attributable to the company, adjusted diluted earnings (loss) per share from continuing operations, adjusted EBITDA, adjusted EBITDA margin, segment adjusted
EBITDA, segment adjusted EBITDA margin and free cash flow conversion should not be considered a substitute for the reported results prepared in accordance with GAAP and should not be considered as an
alternative to net income or cash flow conversion calculations as an indicator of our financial performance. Free cash flow and free cash flow conversion should not be considered a substitute for cash provided by
(used for) operating activities, or other cash flow statement data prepared in accordance with GAAP, or as a measure of financial position or liquidity. In addition, these non-GAAP cash flow measures do not reflect
cash used to repay debt or cash received from the divestitures of businesses or sales of other assets and thus do not reflect funds available for investment or other discretionary uses. These non-GAAP financial
measures, as determined and presented by the company, may not be comparable to related or similarly titled measures reported by other companies. Set forth below are reconciliations of these non-GAAP financial
measures to the most directly comparable financial measures calculated in accordance with GAAP.
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