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Introduction

This report provides climate-related disclosures for Teachers Life Insurance Society (the
Society) as required by the Office of the Superintendent of Financial Institutions (OSFl) in
Guideline B-15 Climate Risk Management (Climate Risk Management - Office of the
Superintendent of Financial Institutions). The Guideline establishes OSFI’s expectations for

federally regulated financial institutions’ management of climate-related risks. The report will
provide information on the framework regarding the Society’s climate governance, strategy, risk
management and metrics as at the most recent fiscal year-end. The reportis not audited and
its content is for information purposes only.

1. Governance

1.1 Board Oversight

The Board of Directors has ultimate oversight of sustainability-related risks and opportunities, including
climate-related financial risks. Oversight for climate-related items is delegated to the Risk Committee, a
sub-committee of the Board, and the Risk Committee reports to the full Board on an established
schedule.
The Risk Committee is responsible for the below regarding climate and sustainability:

e reviewing and approving the Climate and Sustainability Policy,

e monitoring climate-related risks and opportunities,

e reviewing any material issues related to climate or sustainability raised by management

throughout the year,

e overseeing compliance with climate disclosure requirements,

e ensuring systems, processes and controls are in place with respect to sustainability reporting,

e reviewing climate scenario analysis results,

e overseeing climate-related metrics and targets, and

e monitoring progress against climate risk management objectives.

The Board has determined the key competencies and experience that they believe are necessary for the
Board as a whole to possess in order to be an asset to the Society and fulfil its responsibilities. One key
competency includes experience in sustainability matters, such as climate or environmental issues,
social issues and/or corporate governance principles and practices in an organization of significant size
and complexity. Two directors are designated as Climate Accountability Leads. In this capacity, the
directors support the Risk Committee in climate oversight, monitor regulatory developments, and
participate in annual climate-related training. Director education sessions are provided annually on
topics such as climate transition risk, physical risk trends, and regulatory developments.

The Board also will use reports and presentations from management to assess climate exposures and
opportunities, and also provide guidance to senior leadership on the Society’s approach to managing
climate-related risks and opportunities.


https://can01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.osfi-bsif.gc.ca%2Fen%2Fguidance%2Fguidance-library%2Fclimate-risk-management&data=05%7C02%7Ccnorman%40teacherslife.com%7C7839f13779c64bc541c408ded08d4414%7Cfbc40823ef824a2bb558dc31c8d829b4%7C0%7C0%7C639177502393146662%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=UIF0Z9CGOakw1wlXJ1kJ3IZo4DLmVtxwNDIsSVajWi8%3D&reserved=0
https://can01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.osfi-bsif.gc.ca%2Fen%2Fguidance%2Fguidance-library%2Fclimate-risk-management&data=05%7C02%7Ccnorman%40teacherslife.com%7C7839f13779c64bc541c408ded08d4414%7Cfbc40823ef824a2bb558dc31c8d829b4%7C0%7C0%7C639177502393146662%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=UIF0Z9CGOakw1wlXJ1kJ3IZo4DLmVtxwNDIsSVajWi8%3D&reserved=0

1.2 Management

Senior management is responsible for implementing the Society’s climate risk management framework.
A team of senior leadership will oversee and advise on climate-related matters in the organization,
including the identification, implementation, monitoring and reporting on climate initiatives or
considerations.

The responsibilities of this group include:

e CEO: Overall accountability for risk management and strategic oversight. Establish strategic
position regarding climate and sustainability objectives and positions. Oversee third-party
assurance of climate-related metrics and targets.

e CFO/COO: Oversight of climate-related investment exposures and disclosure, including
identification of climate risks and opportunities, and valuation of those exposures and mitigants
in partnership with the Appointed Actuary. Lead business planning and budgeting, including
integrating material climate-related risks and opportunities where relevant. Report on climate
risks, opportunities and actions to the Risk Committee of the Board.

e CCO/Risk Management Function: Integrate climate risk into enterprise risk management, ORSA
and FCT processes; oversee the monitoring of climate-related risks.

e Investment Manager: The Society’s external investment manager Fiera Capital Inc. manages the
Society’s investment portfolio in accordance with the Investment Policy Statement and provides
periodic reporting on sector exposures and climate-related metrics.

Management will report climate-related risk analysis to the Risk Committee on semi-annual basis.

2. Strategy

2.1 Climate-Related Risks

The Society is monitoring climate-related risks of both transition risk and physical risk across its life and
health insurance business as well as in its investments. Research is showing that heat-related deaths
and hospitalizations have increased over the past decade and are expected to rise further if
temperatures continue to increase. Poor air quality driven by pollutants, temperature shifts, and
wildfires can have lasting effects on respiratory health. Additionally, the emotional distress, anxiety, and
trauma caused by extreme weather events can negatively impact mental health. Extreme temperature,
floods, droughts and wildfires directly impact food crops and can lead to food insecurity and
malnutrition, as well as damage to food crops and spread of diseases. Teachers Life will continue to
source and assess research publications to remain informed of climate related risks, opportunities, and
impacts on its business.



Transition Risk

Transition risk reflects risks that arise from efforts to transition to a lower-carbon economy. Transition
risks include policy, legal, technological, market and reputational risks. These risks could carry financial
implications for an entity, such as increased operating costs or asset impairment due to new or
amended climate-related regulations. The entity’s financial performance could also be affected by
shifting consumer demands and the development and deployment of new technology.

Transition is the most significant climate risk for the Society and arises primarily through its investment
portfolio. Specifically for the Society, these risks are evaluated in commercial mortgage holdings and
certain fixed income holdings. Potential sources of risk include are noted below, and could affect the
valuation of certain investment holdings:

e carbon pricing policies,

e regulatory changes,

e shiftsininvestor preferences,

e technological disruption affecting carbon-intensive sectors.

When evaluating investments for the Society’s portfolio, the investment manager will consider where
climate resilient design and decarbonization opportunities can be identified for enhanced asset values
while reducing greenhouse gas emissions.

To date, the Society has not incurred a financial impact across any of the categories.

Physical Risk

Physical risk includes risks resulting from climate change that can be event-driven (acute physical risk)
or from longer-term shifts in climatic patterns (chronic physical risk). Acute physical risks arise from
weather-related events such as storms, floods, drought or heatwaves, which are increasing in severity
and frequency. Chronic physical risks arise from longer-term shifts in climatic patterns including
changes in precipitation and temperature which could lead to sea levelrise, reduced water availability,
biodiversity loss and changes in soil productivity. These risks could carry financial implications for an
entity, such as costs resulting from direct damage to assets or indirect effects of supply-chain
disruption. The entity’s financial performance could also be affected by changes in water availability,
sourcing and quality; and extreme temperature changes affecting the entity’s premises, operations,
supply chains, transportation needs and employee health and safety.

Physical risks associated with climate change include events such as increased frequency of extreme
weather events, and long-term changes in climate patterns. The potential impacts on the Society’s
insurance business include:

e changes in mortality trends,

e operationaldisruptions,

e economic impacts affecting investments.



The Society maintains a diversified investment portfolio and limited physical infrastructure, as well as no
fleet or production facilities. While climate risk in this infrastructure is low, there is consideration of
potential risk in adverse mortality or morbidity trends. Overall, physical risks are currently assessed as
low and will be monitored annually.

2.2 Climate-Related Opportunities
The Society has identified potential opportunities associated with the transition to a lower-carbon
economy. These include:
e investmentin green and sustainable bonds,
¢ improved risk management through an Environmental, Social and Governance (ESG) framework
e potential cost efficiencies from energy-efficient operations,
e enhanced reputation with members and stakeholders.
Given the Society’s modest scale, opportunities are primarily pursued through investment portfolio
allocation decisions.

2.3 Time Horizons

The Society evaluates climate-related risks and opportunities across the following horizons:
e Short-term: 1-3 years
e Medium-term: 3-5 years

e lLong-term: greater than 5 years

Transition risks are expected to evolve primarily over the medium and long term.

2.4 Strategy and Financial Resilience

Climate considerations are incorporated into strategic planning, budget and capital management
processes. Climate resilience may be achieved through:

e Understanding climate impacts, such as weather impacts or forest fire, on human health,
including communication of such impact to our Members for support in selecting their insurance
coverage.

e Ensuring our invested assets align with our strategic climate priorities to mitigate adverse
climate impacts.

e Assessing and engaging in appropriate energy or infrastructure investment opportunities.

e Continuing to evaluate our operational footprint and make decisions where possible that result
in favorable climate impact.

Climate scenarios are considered annually through:
e Own Risk and Solvency Assessment (ORSA), and
¢ Financial Condition Testing (FCT).



Scenario analysis includes potential impacts from transition risks such as carbon pricing or sector
revaluation. Results to date indicate that the Society’s capital position remains resilient under modeled
scenarios due to:

o diversified investment holdings,

¢ limited exposure to carbon-intensive sectors,

e conservative capital management.

There are several uncertainties that impact the ability of the Society to identify and manage climate-
related risks. Modelling long-term scenarios presents inherent uncertainties, including the complex
interplay of climate impacts and the unpredictability of societal responses and actions. In addition,
ongoing improvements in data availability and quality, particularly related to the effects of climate
events on mortality and morbidity, impact the ability to identify and manage climate-related risks over
time. External dependencies such as regulatory actions from government, technological advancements
and availability, impact of supply chain, changes in consumer preferences, as well as broader global
factors such as economic, geopolitical and market conditions can influence the potential pace and
scale of greenhouse emissions reduction efforts.

Teachers Life will continue to assess the impact such factors have on its strategy and climate initiatives.

3. Risk Management

Climate risk management begins with the identification of climate-related risks that are most relevant to
the Society. The risks and opportunities are identified and monitored according to the time horizons
define in the previous section. The climate-risk assessment is included the ORSA, Enterprise Risk
Management (ERM), and strategic business planning initiatives. This ensures a comprehensive review of
all factors within climate risk management incorporated with existing business planning and risk
assessment tools.

3.1 ldentification and Assessment

Climate-related risks are identified through the Society’s enterprise risk management framework.
Qualitative and quantitative factors will be used to assess climate risk across several risk categories:
e market risk (investment exposures)
e creditrisk (issuer creditworthiness)
e insurance risk (mortality trends)
e solvency and liquidity risk (buffer adverse capital scenarios)
e operational risk (business continuity)

Materiality of a specific risk assessment is applied to consider the probability and magnitude of any
given risk impact on the Society. Each risk will be evaluated annually based on concentration exposure,
potential financial impact, and impact of regulatory developments.



3.2 Risk Management Processes

Qualitative and quantitative climate risk assessment and scenario analysis exercises provide valuable
insights into the Society’s exposure to physical risks, such as wildfires and flooding, as well as transition
risks and the broader macroeconomic challenges that could follow a series of severe climate events.
Such insights will be instrumental in informing how to refine and leverage scenario testing across the
organization.

The Society will continue to develop its approach to quantitative and qualitative climate risk assessment
and scenario analysis over time as scenarios, assumptions, methodologies, tools and internal
capabilities improve. In addition to identifying and assessing risks, the annual strategic planning process
will ensure to consider climate-related opportunities for the organization. While scenario analysis does
not currently inform strategic business initiatives or decisions, the Society will incorporate it into the
planning process over time to support a more holistic view of impacts associated with climate on the
Society’s business.

Climate risk management activities include:
e review of investment sector exposures
e incorporation of climate scenarios in stress testing
e assessment of customer impact and opportunities to address
e evaluation of operational infrastructure and opportunities to reduce footprint
e engagement with the external investment manager
e monitoring of regulatory developments

Climate risks are recorded within the Enterprise Risk Register and reviewed bi-annually.

3.3 Integration into Enterprise Risk Management

Climate-related risks are integrated into existing governance processes including:
¢ Risk Appetite Statement
e ORSA
e Financial Condition Testing
e investment portfolio monitoring

Climate risks and opportunities identified in the above processes will be prioritized in short, medium
and long-term planning, including the below:
e Credit and Market Risks:

o Physicalrisks from increasingly severe weather events and changes to environmental
conditions over time can lead to real estate deterioration with adverse investment
exposure.

o Transition risks such as changes in policy, technology or investor/consumer sentiment
can alter asset valuations. Counterparties, such as reinsurers, may fail to meet their
financial obligations due to inadequately diversified portfolio of obligations.



e Operational Risks:

o Disruption of critical services, infrastructure, or third-party providers due to extreme

weather events could lead to operational challenges.
e Insurance Risks:

o Severity of climate events and shifts in disease patterns may increase mortality and
morbidity rates, potentially diverging from pricing and valuation assumptions.

o Climate-related considerations may drive a shift in policyholder behaviours, such as
unexpected policy cancellations, or increased claims, potentially diverging from pricing
and valuation assumptions.

e Opportunities:

o Utilizing enhanced research and data to understand linkages between climate impacts
and human health to offer Member solutions.

o ldentify and realize cost savings from operational energy uses.

The Risk Committee of the Board will receive regular reporting on the risks and opportunities identified,
as well as the Society’s performance according to initiatives and metrics established.

4. Metrics and Targets

The Society will report on key metrics established for applicable climate-related risks and
opportunities. Two primary categories are Greenhouse Gas (GHG) emissions, and Investment
Portfolio.

Greenhouse Gas Emissions are assessed in the following categories:

e Scope 1: Direct greenhouse gas emissions that occur from sources that are owned or
controlled by an entity.

e Scope 2: Indirect greenhouse gas emissions from the generation of purchased or
acquired electricity, steam, heating or cooling consumed by an entity.

e Scope 3: Indirect greenhouse gas emissions (not included in Scope 2 greenhouse gas
emissions) that occur in the value chain of an entity, including both upstream and
downstream emissions. Scope 3 greenhouse gas emissions include the Scope 3
categories in the Greenhouse Gas Protocol Corporate Value Chain (Scope 3) Accounting
and Reporting Standard (2011).

Investment Portfolio:

e Measurement of the emissions associated with holdings in the investment portfolio.

4.1 Operational Emissions

Operational emissions are limited to leased office space and associated electricity usage.



Scope 1 Emissions

Scope 1 refers to GHG emissions associated with heating fuel consumption at owned properties
(including leased offices within owned properties) in addition to GHG emissions from fuel consumption
of company-owned vehicles.

e The Society has no direct fuel combustion sources or Society-owned vehicles.

e FY2025 Scope 1 emissions: 0 metric tons CO,e

Scope 2 Emissions
Scope 2 refers to GHG emissions associated with purchased electricity, heat, steam and cooling at
owned properties (including leased offices within owned properties); and electricity consumption
associated with leased office space. Emissions are calculated using the GHG Protocol Corporate
Standard and location-based emission factors.

e FY2025 Scope 2 emissions: 3.30 metric tons CO,e

Scope 3 Emissions
Scope 3 refers to the GHG emissions that occur upstream and downstream across the Society’s value
chain as a result of business activities. The Society’s most significant potential Scope 3 emissions
would arise from investment portfolio financed emissions.
e Due to data limitations and the Society’s reliance on an external investment manager, financed
emissions metrics are currently under development. Management is working with the
investment manager to evaluate future disclosure of portfolio carbon intensity metrics.

Employee commuting to and from the workplace, as well as emissions incurred in remote working
environments, are also included in Scope 3.

Scope 3 emissions reporting deadline has been extended to 2028. Categories 1 through 14 have been
removed from the regulatory reporting requirement, and only Category 15 (financed emissions) will
remain as a requirement. The Society will incorporate further reporting on Scope 3 according to
required timelines.

4.2 Investment Portfolio

The Society monitors climate-related metrics related to its investment portfolio, including percentage of
investments in carbon-intensive sectors, exposure to energy-related industries, and allocation to
sustainable or green investments. The goals for the investment portfolio are under development and will
reflect the position of the Society as an asset owner via investment holdings in the portfolio.

Once established, the metrics will be reviewed regularly by management and the Risk Committee.



4.3 Targets

The Society has not yet established greenhouse gas, operational, or investment-related objectives or
targets to manage physical and transition risks. With 2025 identified as the baseline year, the Society
will continue to build the climate-related goals and monitor delivery toward the goals over time. Goals
will further be assessed to ensure they align with the Society’s strategic priorities and external
requirements, including regulatory pronouncements.

Operations:

e Emerging risks and external factors beyond the Society’s control will continue to evolve in the
environment in which we operate. These include but are not limited to public policy changes,
consumer trends, stakeholder behaviours, market conditions, and technology. This
environment will be evaluated on an ongoing basis to identify where operational changes or
enhancements may be made to realize established GHG targets.

Due to the Society’s minimal operational emissions, no formal net-zero target has been
established.

Investments:
e The Society’s target is to gradually reduce exposure to high greenhouse-gas-intensity sectors
within the investment portfolio over time. Progress toward targets will be monitored annually
through investment portfolio reviews.

5. Data, Methodologies and Limitations

Climate-related metrics will be derived from internal data sources, and information provided by the
external investment manager. Where precise data is not available, reasonable estimates and industry-
recognized methodologies are used. As climate-related reporting practices continue to evolve, the
Society expects to enhance the scope and precision of these disclosures over time.

6. Proportionality Statement

These disclosures reflect the Society’s size, complexity, and risk profile. The Society has limited
operational emissions and relatively small investment assets compared with large financial institutions.
Accordingly, climate-related risks are primarily assessed through the investment portfolio and
incorporated into existing risk management processes.

The Society will continue to enhance its disclosures as data availability and regulatory expectations
evolve.
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