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Summary

This paper provides the Panel with an overview of TfL’s strategic approach to
sustainability reporting and how such reporting is highlighting the steps we
must take to manage our risk profile as a business.

Recommendation
The Panel is asked to note the paper.

Background

As an organisation, we have a positive impact on all three pillars of
sustainability — economic, social and environmental - through our work, which
improves London’s economic development, social development and its
environment. Beyond this, we work hard to ensure our organisation is itself
increasingly sustainable, from achieving and maintaining our own financial
sustainability, continuously seeking ways to be an even better employer, and
how we minimise our impact on the environment and, where possible,
improve it.

As the Greater London Authority’s (GLA) largest functional body, our
contribution to these objectives is clear in our core mission to implement and
report our progress against the Mayor's Transport Strategy (MTS), the London
Environment Strategy and the London Plan. TfL's reporting, through our
Annual Report and Business Plan, consistently demonstrates our
performance to implement the Mayor’s ambitions and shows how our work
promotes and improves the economy, society and environment of Greater
London and beyond.

Sustainability is embedded at the core of our Corporate Strategy, which is
structured around five pillars: our customers, our colleagues, our finances,
safety and security, and our green future. To support this, TfL utilises financial
sustainability reporting as a strategic tool to embed sustainability into our
governance and investment decisions.

The landscape of sustainability reporting is rapidly changing, and the
emerging best practice is to embed clear, consistent disclosures into
mainstream reporting. At COP26, the 2021 UN Climate Change Conference in
Glasgow, the Trustees of the International Financial Reporting Standards
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(IFRS) announced that an International Sustainability Standards Board (ISSB)
would be established to develop and agree a global baseline of reporting
standards. This was to enable investors and financial markets and other
interested stakeholders holding organisations to account to more clearly
understand the progress organisations are making on sustainability, rather
than having to analyse voluminous reports that may or may not disclose
anything materially valid or comparable.

It was agreed that the ISSB would set standards that build upon the previous
frameworks, including the Task Force for Climate-related Financial
Disclosures (TCFD), which was dissolved in 2023, transferring its function to
the IFRS. The Taskforce on Nature-related Disclosures (TNFD) is expected to
follow suit.

The ISSB published its first two standards in June 2023: IFRS Standard 1:
General Requirements for Disclosure of Sustainability-related Financial
Information; and IFRS Standard 2: Climate-related Disclosures.

The UK Government has consistently been a strong supporter of the ISSB’s
objectives and is currently working to understand the exposure and oversight
of these standards within the UK. Next, it plans to publish UK versions of
these standards for voluntary use — UK Sustainability Reporting Standard 1
(UK SRS S1) and UK Sustainability Reporting Standard 2 (UK SRS S2) - and
consider alongside the Financial Conduct Authority if these should become
mandatory for some organisations. A public consultation on the UK SRSs was
held between June and September 2025, to which we responded.

In the meantime, the Government has advised that organisations like our own
should follow the TCFD and TNFD frameworks in our reporting.

Our Progress To Date

Our reporting follows the TCFD and TNFD frameworks. We included a high-
level TCFD in our 2021/22 Annual Report, which we expanded in our 2022/23
Annual Report to cover all four TCFD pillars: Governance, Strategy, Risk and
Metrics. This was supported by a Places for London specific report developed
with CBRE.

Following a review of ISSB requirements, we published our first TNFD-aligned
disclosures in our 2023/24 Annual Report. Our 2024/25 Annual Report
marked the first time we published the results of a scenario analysis
(conducted in collaboration with the Government Actuary’s Department) of a
set of key risks and opportunities across climate and nature, marking a
significant step in our maturity.

Scenario analysis is a tool for assessing the potential business implications of
risks and opportunities, and for informing stakeholders about how an
organisation is positioning itself considering these risks and opportunities. It is
a core recommendation of both ISSB and TNFD, supporting forward-looking,
evidence-based decision-making. It enables TfL to test the resilience of our
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strategy under different future conditions, quantify potential financial impacts,
and better understand our dependencies on natural systems.

Our sustainability reporting is externally audited as part of our Annual Report
compliance, providing reasonable assurance. Our external auditors have
given positive feedback on our progress and we are recognised as leaders on
sustainability reporting by Government and wider industry. For example, His
Majesty’s Treasury have indicated that our 2023/24 Annual Report is an
exemplar.

These sustainability reporting frameworks — reporting on strategy,
governance, metrics and risk — enable us to better understand the
environment’s impact on us and our impact on the environment, laying the
groundwork for transformative decision-making.

For example, we found that the risk to TfL just from surface water flooding of
London Underground (LU) station tunnel shafts and portals is approximately
£5m per year from the 2030s. Under the scenario with the greatest climate
change, that risk increases to £7.8m per year by the 2080s. This is only
considering the financial impact of lost revenue from closed sites and
increased costs associated with safety. We were also able to qualitatively
assess financial risk of further impacts, including increased cost of capital
expenditure, repair costs, increased insurance premiums and loss of tenants,
which will all add further cost to the business. In addition, since these figures
are annualised, they may be higher in some years.

These insights are valuable, and our data and maturity will improve over time,
allowing us to be able to generate more accurate and comprehensive financial
insights that can inform both strategic and day-to-day decision-making. Our
aim is to continually improve our ability to quantify the sustainability impact of
decisions made at every level of the organisation, from how we design our
operations, procure goods and services, develop business cases, the
management of projects across their entire life cycle, to organisational-wide
business planning and budgeting.

For example, the real-world financial implications of flooding, as evidenced by
case studies, such as the surface water flooding of LU station tunnel shafts
and portals described above, has reinforced our commitment to investing in
the delivery of sustainable drainage systems across our network. However,
we do not have the complete picture of the total quantified financial
understanding of all our climate risks and continued improvement is needed.
Sustainability reporting helps highlight the gaps where more data is required,
as we progress improvement plans, such as our Climate Change Adaptation
Plan.

One of the more mature aspects of our sustainability reporting is our
understanding of the cost of meeting operational carbon targets, as captured
in our annual Climate Budget, which forms part of our submission to the
Mayor’s Budget. The sustainability reporting frameworks we align to, and for
some aspects are required to follow, provide a consistent approach. This



enables us to benchmark with our peers, better assess our interdependence
with others and identify areas for improvement activity.

Next steps

5.1  Our current work on sustainability reporting is aligned to the emerging UK
SRS, and our programme will be updated once the UK Government publishes
the final set of standards. Consequently, over the next 12 months we will
focus our efforts on the following areas:

(@) formalising ISSB and UK SRS alignment, including determining
necessary data collection, assurance, and governance processes;

(b) improving our scenario analysis by focusing on risk quantification. This
will help us to better understand the financial impact and broader impact
of risks and enable us to plan and manage these risks more effectively,
building our resilience. The first step to this is creating a long list of risks
and opportunities to establish, which will be most appropriate for
scenario analysis;

(c) integrating climate factors into the MTS scenarios. Our scenario analysis
combined the MTS scenarios, which are used for TfL strategic decision-
making, with the Network for Greening the Financial System scenarios,
which are recommended for use by ISSB. Going forward, we want to
ensure that we have an integrated approach for strategic planning, and
so we will work to incorporate relevant climate factors into our MTS
scenarios;

(d) integrating Transition Plan requirements into current publications and
disclosures. Transition Plans, which the government is currently
consulting on, are expected to set out how organisations will align their
operations with the UK’s net zero targets. Our approach will meet these
requirements through integrated reporting across the Annual Report and
Statement of Accounts, Corporate Environment Plan, and Carbon
Budget. We will publish a diagram in the Annual Report that signposts
where Transition Plan information can be found; and

(e) completing a nature-based risk assessment to further strengthen TNFD
reporting.

5.2  We will conduct a post-reporting review to assess effectiveness, identify gaps,
and refine methodologies, which will inform the scope for future reporting. This
will ensure that we remain at the forefront of sustainability reporting and
continue to deliver value through transparency and strategic alignment.
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