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Climate -Related Financial Disclosure as on Dec 31, 2025

GOVERNANCE

The Board, the Risk Management Committee of the Board (RMCB) and Senior Management are
the senior most decision-making authorities on climate change related matters. The board and
the senior management maintain effective oversight of the Bank’s climate related risks and ensure
that these risks are taken into consideration while reviewing major business plans and guiding
business strategies. The Bank’s well-established, existing risk governance structure is utilized for
assessment and management of climate-related risks wherein assessment and monitoring of
climate risks and opportunities take place through each level of the existing governance structure.

o Board oversight: The Board has the primary responsibility of overseeing climate change
related matters through the Risk Management Committee of the Board, which is
conducted once every quarter.

The key responsibilities as per the mandate of the committee include:

¢ Monitoring climate risk profile.

o Approving climate risk framework/policy.

¢ Guiding business strategy taking into consideration potential impacts of climate change
risks and opportunities on Bank’s operations as well as its lending portfolio.

e Monitoring progress of climate-related goals and targets set up for addressing climate
risks. The Board will review the Bank’s climate risk related performance and approve any
planned activities during board meetings.

The Board members consist of experienced bankers/professionals with more than thirty years of
experience. Chair RMCB and secretary to RMCB, Chief Risk Officer and VP (ERM) have
completed training in climate risk management.

The Risk Management Committee (RMC) is responsible for overseeing climate change matters
at senior management level. The key responsibilities of the committee include:

¢ Reviewing climate risk assessment, measurement, and management policy / frameworks
including risk appetite metrics for climate risk.

o Developing and implementing strategies for managing financial risks arising out of climate
change and regularly monitoring the progress achieved in implementing these strategies.

¢ Guide and review climate change disclosures, ensuring consistent reporting of tools and
metrics utilized for assessing and managing climate risks.

The Bank reports all relevant climate risk related matters to RMCB, during its meetings, through
various reports including ERM report, business policies etc. The Climate Risk Management Plan
is implemented by heads of all business units integrating climate change considerations into their
specific areas of business and operations.
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STRATEGY
A. Climate Risk Related Risks for the Bank

SBI Canada Bank (“the Bank”) has identified a range of climate-related risks and opportunities
that could reasonably be expected to affect its business model, strategy, cash flows, access to
finance, and cost of capital over the short, medium, and long term.

The identified risks include exposure to events such as floods, wildfires, severe storms, rising
temperatures, shifts in agricultural productivity, sea level rise, and long-term regional climate
variability. In addition, the Bank is exposed to risks arising from policy and regulatory
developments, including carbon pricing mechanisms, emissions reduction requirements, and
broader climate-related compliance obligations. Technological developments and innovation
associated with the transition to a lower-carbon economy, as well as shifts in market dynamics,
customer preferences, and behavioural changes, also present sources of risk.

These climate-related factors may adversely affect the Bank’s financial position and performance
through several channels. They may result in increased credit risk and higher provisioning
requirements, deterioration in the value of collateral and other assets due to physical damage or
policy-driven obsolescence, and higher operational, compliance, and transition-related costs.
They may also lead to changes in asset valuations, including potential reductions in the value of
carbon-intensive exposures or assets requiring significant investment to align with evolving
regulatory or market expectations.

In addition, climate-related developments may affect demand for certain products and services,
including reduced demand for fossil fuel-related financing and potential repricing or reduced
marketability of assets with higher emissions intensity, such as certain real estate assets that may
require substantial retrofitting or face obsolescence under evolving regulatory standards. These
factors may, in turn, impact portfolio composition and risk profiles over time.

Access to finance and cost of capital may also be influenced by evolving market expectations,
sustainable finance market developments, external ESG assessments, and regulatory
requirements relating to climate risk management and disclosure.

The identified climate-related risks are further categorised into physical and transition risks.

1. Physical Risks:

Physical risks may arise from the increased frequency and severity of weather events, including
floods, wildfires, storms, and heatwaves, as well as changes in climate patterns. These events
could adversely affect the Bank’s operations, customers, counterparties, collateral values,
insurance availability, and credit performance across certain sectors and geographic regions.
Such impacts may result in increased credit losses, operational disruptions, higher insurance and
compliance costs, and reductions in asset values or recoverability, which could in turn adversely
affect the Bank’s access to finance and increase its cost of capital.

Physical risks are further categorised into:

a) Acute Physical Risks:

Flood Risk: Certain regions in Canada, particularly parts of British Columbia and Alberta,
are exposed to flood risks due to river basin systems, coastal storm surges, and extreme
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precipitation events. Flood events may lead to property damage, reduction in property
values, and increased borrower financial stress.

Wildfire Risk: Interior regions of British Columbia and certain areas of Alberta are
susceptible to wildfires. Such events may affect property habitability, insurance coverage,
and property valuations.

Extreme Weather Events: Increased intensity of severe weather events may result in
property damage, higher repair costs and/or increased utility and maintenance bills, which
may affect borrower’s financial stability.

b) Chronic Physical Risks: Rising temperatures, increase in sea levels, long term regional climate
changes etc.
Portfolio Exposure and Risk Mitigation
The Bank’s primary exposure to physical climate risk arises from its retail and commercial
mortgage portfolios, which represent approximately 25% of the present loan book.
o Approximately 15% of the total loan book is located in areas classified as high flood risk
zones by OSFI.
e The maijority of these high flood-risk exposures are located in the Province of Quebec.
o However, all these properties are fully insured, with insurance policies assigned to the
Bank as loss payee.
o This structure significantly mitigates potential loss severity by protecting collateral value in
the event of climate related physical risks such as floods, fires and storms.
Residual Risk Considerations: While insurance coverage reduces direct credit loss exposure,
residual risks remain, including:
e Temporary cash flow disruptions affecting borrower repayment capacity;
e Potential increases in insurance premiums over time;
e Reduced availability or affordability of insurance coverage arising from changes in
insurers’ underwriting policies and risk appetite;
e Refinancing risk if flood-zone classifications expand;
o Market value volatility in climate-sensitive geographies.
To effectively monitor and mitigate these residual risks, the Bank has established an internal
prudential cap limiting total exposure to high climate risk zones at 20% of total commercial loan
book. Current portfolio exposure to high climate risk zones stands at approximately 15% which
remains within this internal risk appetite threshold and is regularly monitoring by Senior
Management and the Credit Approving Committees while approving any new exposure.
Expected Timeframe for occurrence of climate risk related effects:
e Acute physical risks may crystallize in the short to medium term.
e Structural impacts on property values are expected to materialize primarily over the
medium term (3—10 years).
Given the mitigants by way of property insurance and proactive monitoring through prudential
exposure limit, the Bank assesses its physical climate risk exposure as managed and within
acceptable risk appetite levels.
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2. Transition Risks

Transition risks may arise from the changes associated with the transition to a lower-carbon
economy. These risks include evolving climate-related regulations, carbon pricing mechanisms,
technological advancements, shifts in market dynamics, changing consumer preferences, and
increasing stakeholder expectations. Such developments may adversely affect the profitability,
operational resilience, and creditworthiness of certain clients, counterparties, and sectors,
particularly those with elevated greenhouse gas emissions or greater reliance on carbon-
intensive activities.
The Bank may also be exposed to legal, reputational, strategic, and market risks resulting from
enhanced climate-related disclosure expectations and evolving regulatory standards. These
transition-related developments could impact the Bank’s revenue generation, capital allocation
strategies, funding costs, and access to capital markets.
Transition risks identified by the Bank include:

e Policy and regulatory changes;

e Carbon pricing and emissions-related compliance mechanisms;

e Technological disruption and innovation;

o Shifts in market preferences and customer behaviour; and

o Legal liability exposures.
Potential financial impacts arising from transition risks may include:

e Increased cost of capital for high-emission industries, including sectors such as energy

and transportation;
o Repricing of syndicated exposures associated with higher financed emissions, which
could adversely affect clients’ financial performance and repayment capacity;

e Elevated credit risk within transition-sensitive sectors and industries.

e Housing market dynamics

e Insurance market adjustments

The Bank has identified transition risk primarily within its corporate lending portfolio, particularly
syndicated exposures. However, the Bank’s corporate loan book, which represents
approximately 75% of the total loan book, remains well diversified, with no single borrower
accounting for more than 5% of total loan book. In addition, the majority of corporate borrowers
comprise large institutions that are actively adapting their business models and operational
practices in response to evolving climate-related expectations. Accordingly, the Bank does not
currently anticipate material transition-related impacts in the short term.

Further, to have effective monitoring and management of transition risks, the Bank has
established an internal prudential limit restricting aggregate exposure to high-risk industries to
25% of the total commercial loan portfolio. Current exposure to identified high-risk industries is
approximately 10%, which remains well within the Bank’s approved risk appetite threshold.
Exposure levels are subject to ongoing monitoring and oversight by Senior Management and the
Credit Approving Committee as part of the Bank’s credit underwriting and approval processes.
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Expected Timeframe

The Bank expects transition risks to materialize predominantly over the medium to long term (3—
10 years and beyond 10 years), as climate-related regulatory, technological, economic, and
market developments continue to evolve and accelerate.

B. Climate Risk Related Opportunities for the Bank

The Bank has identified climate-related opportunities associated with the transition to a more
resilient and lower-carbon economy. These opportunities include growth in sustainable finance
products and services, financing for renewable energy and climate adaptation initiatives,
development of transition financing solutions, and increased client demand for finance related to
decarbonization and climate resilience transition. The Bank also expects opportunities to improve
operational efficiency, strengthen risk management practices, and enhance long-term resilience
through continued integration of climate considerations into governance, strategy, risk
management, and capital planning processes.

Currently, the Bank has identified the following key climate-related opportunities:

Opportunity Expected Timeframe Strategic Benefit
Renewable Energy Finance Short Term (0-3 years) Near-term portfolio growth
Energy Transition Financing Medium Term (3—-10 years) Portfolio realignment
Green GICs and Sustainable | Medium Term (3—10 years) Broader funding base
Investment Products

These initiatives are expected to support stable revenue generation and strengthen Bank’s asset
quality.

C. Strategic Planning Horizons

For climate risk assessment and capital planning, the Bank applies the following time horizons:
e Short Term: 0-3 years (annual planning and budgeting cycle)
e Medium Term: 3—10 years (strategic portfolio and capital planning horizon)
e Long Term: Greater than 10 years (structural economic and transition horizon)

These definitions are consistently applied in risk evaluation and decision-making.

BUSINESS MODEL AND VALUE CHAIN

A. Current and Anticipated Effects on Bank’s Business Model and Value Chain:

Commercial Portfolio- The Bank’s business is presently concentrated in:

e Corporate lending (~75%)
e Real estate financing (~25%)
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Out of these, climate-related risks are primarily concentrated in:

Real estate exposures located in high flood-risk zones (15% of total commercial loans,
majority in Québec);

Transition-sensitive corporate sectors.

Retail portfolio- Bank faces potential climate-related risks in all three geographies (ON,
BC, AB) where we operate-

14.77% of bank’s retail portfolio is exposed to potential climate risk.

For real estate exposures, staying within the Risk appetite limits and property insurance
coverage assigned to the Bank along with materially mitigates loss severity.

The Bank therefore assesses that physical climate risk does not currently present a
material concentration.

B. Strateqy and Decision-Making

The Bank has maintained a proactive approach and is:

Integrating climate risk considerations into credit underwriting and presenting the
mitigating measures;

Monitoring geographic exposure concentrations to avoid any material risk in future;
Maintaining prudential caps for high climate-risk regions as a strategy to build a
sustainable portfolio, considering the elements of climate risk.

Further, Bank would endeavour to gradually rebalance portfolio exposures in response to evolving
risk signals and to manage financed greenhouse gas exposure over time.

Direct Mitigation and Adaptation Efforts:

Incorporation of climate-related risk factors into credit underwriting,
Enhanced monitoring of high flood-risk exposures;

Mandatory insurance of all real estate assets;

Ongoing senior management oversight.

Focusing on geographic areas that are less susceptible to physical risks

Indirect Mitigation and Adaptation efforts (medium to long term strategy):

Engage with real estate clients to encourage energy efficiency improvements and
upgrades to existing assets,

Support to clients’ transition strategies,

Expansion of sustainable finance and green deposit offerings.

Financing Energy-Efficient Homes by offering incentivised pricing, Supporting Green
Renovations, Climate-Resilient Housing Development, Portfolio Risk Optimization.
additional questionnaire on the residential property enhancements related to climate risk
mitigation.

FINANCIAL POSITION, FINANCIAL PERFORMANCE, AND CASH FLOWS

There is no material adverse impact on the bank’s overall financial position as at December 31,

2025:
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o During 2025, the bank continued to monitor exposures associated with physical and
transition climate risks within its lending portfolio, particularly commercial real estate
exposures located in high flood-risk zones and syndicated lending exposures to transition-
sensitive sectors.

e The bank also maintained mandatory insurance coverage requirements for real estate
collateral, with the bank designated as loss payee, which materially mitigates potential
impacts arising from climate-related physical risks such as floods, wildfires, and severe
weather events.

e Additionally, based on the bank’s climate stress testing and ICAAP assessments
conducted during 2025, there is no material climate-related impairment losses,
deterioration in asset quality and no additional capital requirements were identified.

The bank had incremental operating cost (additional efforts) in enhancing its climate risk
governance, stress testing, regulatory compliance and reporting enhancements to integrate
climate-related considerations into enterprise risk management and credit underwriting
processes. However, the cost was not material to the bank’s overall financial performance during
the reporting period.

Overall, the bank assessed that its climate-related risk exposures remain appropriately managed
and within approved risk appetite thresholds. The bank does not anticipate any material short-
term impact of climate-related risks on its capital adequacy, liquidity position and profitability. The
bank continues to monitor evolving climate-related developments, regulatory expectations, and
emerging market practices as part of its ongoing strategic planning, enterprise risk management,
and capital management processes.

RISK MANAGEMENT

The Climate Risk Management Policy of SBI Canada Bank ("SBIC”) is developed which is
commensurate with the nature, size, scope, complexity of its operations, and risk profile of an
institution, a consistent set of sound policies and practices are established to identify, assess, and
manage the climate risk exposure.

This Policy should be read in conjunction with the following Risk Management documents:

Climate Risk Management Plan 2023

Enterprise Risk Management Policy

Internal Capital Adequacy Assessment Process (ICAAP)
Risk Appetite Statement (RAS) Policy

PN~

The bank has instituted RAS metrics to manage and mitigate climate related risks. Bank has
conducts stress tests to assess the impact of climate risk in the ICAAP, currently no additional
capital is required for climate risk exposure. The monthly monitoring of climate related RAS limits
is performed where the physical climate risk is assessed through geo coding. Climate related risk
is monitored and reported to the Board/committees through RAS/ ERM reports.
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Climate Related opportunities/Risks

The Bank assesses climate-related opportunities in terms of their potential impact across various
dimensions:

a.

Revenues: Changes in revenue streams from lending activities. Examples: Risks
associated with fossil fuel investments or revenues from green financing initiatives.
Expenditures: Variability in costs on account of climate change mitigation or adaptation
efforts. Examples: Increased operating costs due to regulatory compliance or savings
achieved through improved resource efficiency.

Assets: Fluctuations in the valuation of physical and financed assets due to climate
factors. Examples: Early retirements of carbon-intensive assets or adjustments to asset
depreciation rates due to environmental factors.

Liabilities & Capital: Changes in liabilities resulting from climate-related litigation, as well
as impacts on capital due to operating losses associated with climate risks. Example:
Increased legal costs due to climate-related litigation.

Bank conducted OSFI mandated SCSE exercise for identifying Climate risk exposure in
banks book. The Geo coding was used for identifying the physical risks while high
probability of default was used to identify high transition risk

For assessing additional capital requirement, the bank conducts the scenario analysis
during ICAAP exercise.

The quantification of these financial impacts is accounted in the annual Internal Capital Adequacy
Assessment Process (ICAAP), ensuring that climate-related risks are a fundamental part of
strategic discussions regarding capital allocation and risk tolerance. Utilizing insights from leading
banks' climate reports will help refine these assessments and ensure alignment with industry best
practices.

The RAS limits for managing climate risk are in place and are monitored on monthly basis and
report is submitted to the management committee (RMC)/Board committee (RMCB).

METRICS AND TARGETS

RAS limits- The limits monitored on monthly basis for Commercial Loans and Residential
Mortgages are as under-

Policy prescription Limits

Residential Mortgage exposure in properties located in high
physical risk zone to total Retail portfolio

=<20.00%

Commercial Real estate exposure in properties located in high
physical risk zone to total Commercial credit portfolio

=<20.00%
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Syndicated Loan exposure in high-risk industries to total

. =<25.00%
Commercial exposure

Annual Climate Related Stress Tests-

The stress tests scenarios consisting of moderate and severe stress tests for various business
are as under-

Moderate and Severe for Syndicated Loans-

15% downgrade to the next lower grade as well as the next two lower grades in Synd. Loans in
high climate risk category(applicable only for ICAAP)

Moderate and Severe for Residential Mortgages-

Residential real estate prices by 30% (flood zone), applicable only for ICAAP)
Residential real estate prices by 45% (flood zone), applicable only for ICAAP)

Moderate and Severe for Commercial Real Estate Loans-

Commercial real estate prices by 20% (flood zone), applicable only for ICAAP
Commercial real estate prices by 45% (flood zone), applicable only for ICAAP)

Opportunities

The Bank has identified the following climate-related opportunities:
Renewable Energy Finance/homes

Energy Transition Financing /Green Renovations

Green GICs and Sustainable Investment Products

Climate-Resilient Housing Development

Scope 1 and location-based Scope 2 absolute gross GHG emissions for the period.

Region Scope_1 Emissions Scope_2 Emissions
Alberta - 9.22 MT

British Columbia - 9.84 MT

Ontario 3.71 MT 69.39 MT

The scope 1 emissions are the one’s emitted from sources owned or controlled by the
business/organization. The scope 2 emissions are indirect GHG emissions associated with
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production of electricity, heat or steam used by the business. Scope 3 operational emission
(Categories 1-14) not reported as per OSF/I's letter dated November 20,2025 on insights from the
2025 Climate Risk Returns from SBI Canada Bank’s operations are carried out through a small
network of 7 branches in 3 Provinces namely Alberta (Calgary Branch), British Columbia
(Vancouver Branch and Surrey Branch) and Ontario (Head Office, Toronto Branch, Mississauga
Branch, North York Branch and Brampton Branch). All these premises are on lease. The Bank
does not own any property. For scope 1 emission Bank used only one leased car for P&CEO. The
Bank does not own any vehicles for staff mobility or other official use.

Measurement approach, inputs, and assumptions to measure its Scope 1 and
Scope 2 GHG emissions, and the underlying reasons for these decisions.

The calculations are based on the actual Kwh and Co. consumption recorded by branches during
2025. However, for the Toronto Branch and North York Branches, 2025 data was not available,
therefore, 2024 consumption data has been used to estimate emissions.

For Mississauga, Toronto, and Head office, consumption data was provided by the building
management for the entire premises. The Bank’'s share of this data has been calculated
proportionally based on the actual leased square footage occupied by the Bank relative to the
total building area.

The emission for Scope 1 is calculated based on actual Kms travelled by Banks’s vehicle in 2025.
The Bank does not own any vehicle for staff mobility or other official use except for leased Car for
the use of P&CEO.

In line with the Bank’s commitment to reduce emissions, Branches/business units have been
advised to ensure switching off the lights when not in use. This is being monitored, and staff have
been sensitized about climate risk. We are regularly enhancing operational processes like online
vendor payment and online staff reimbursement through portal which will help to reducing paper
consumption by avoiding printing and wastage of paper. Business units have been advised for
digitization of documents.

In line with our commitment to environmental sustainability, and to mark the occasion of Earth
Day, the Bank proudly contributed as a Green Sponsor to a community initiative aimed at plating
trees by sponsoring NGO and Bank’s logo was displayed on NGO’s website.

Further, as our emissions are at very insignificant levels due to our low size, the scope for further
reduction is less.

Reporting standard used to calculate and disclose GHG emissions

The emission factors for calculations are considered from US EPA Greenhouse Gas Equivalencies
calculator.

Quantitative and qualitative climate-related targets to monitor progress

The Bank recognizes the importance of measurable targets in monitoring climate-related risks
and opportunities. However, at present, given the Bank’s size, business model, and portfolio
composition, it has not established formal quantitative greenhouse gas (GHG) emissions
reduction targets or sector-specific decarbonization targets.
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The Bank has implemented a quantitative internal risk appetite limit related to climate-sensitive
exposures and continues to assess the appropriateness of additional targets as regulatory
expectations and market practices evolve.

1. Quantitative Climate-Related Target Currently in Place

Target: Exposure Cap for High Climate-Risk Geographies

Objective: To limit concentration risk arising from physical climate exposures in high-risk
geographies and manage potential impacts on asset quality and capital.
Target Level: Maximum 20% of total loan book and reviewing the exposure on a quarterly

basis
. . . - Position as on

Metrics for Climate Risk Management Limits 04,2025
Residential Mortgage exposure in properties
located in high physical risk zone to total Retail =<20.00% 18.02%
portfolio
Commercial Real estate exposure in properties
located in high physical risk zone to total =<20.00% 15.32%
Commercial credit portfolio
Syndicated Loan .exposure in high risk industries <95 00% 12.21%
to total Commercial exposure

Period of Application: Ongoing (reviewed regularly as part of risk appetite and capital
planning processes).

Base Period: Implemented during FY2025 as part of climate risk integration into the Bank’s
risk management framework.

Revisions: No revisions have been made to this target since implementation.

Monitoring and Governance

Exposure levels are monitored regularly by Senior Management and the Credit Approving
Committee.

The limit forms part of the Bank’s internal risk appetite framework.

Greenhouse Gas (GHG) Emissions Targets

At present, the Bank has minimal Greenhouse Gas emissions and therefore no target to reduce
it further is planned.

2. Qualitative Climate-Related Objectives

While quantitative emissions targets have not been set, the Bank has adopted the following
qualitative objectives:

a.

Integration of climate-related risk drivers into internal credit underwriting.

11
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b. Gradual portfolio rebalancing in response to emerging transition risks.

Support for sustainable finance and renewable energy financing opportunities.

d. Ongoing engagement with real estate borrowers to promote resilience and energy
efficiency improvements.

o

These objectives are embedded within strategic planning and risk management processes.

Approach to Target Setting and Review

The Bank applies a proportionate and risk-based approach to target setting:

o Climate-related exposures are assessed within enterprise risk management and ICAAP
processes.

e Emerging regulatory guidance and industry practices are monitored.

o Target appropriateness is reviewed annually by Senior Management.

o Any future quantitative targets will be aligned with evolving regulatory expectations and
the Bank’s risk profile.

e As climate-related regulatory frameworks and data maturity improve, the Bank will
reassess the feasibility of introducing financed emissions measurement, Sectoral
exposure thresholds and operational emissions reduction targets.

Performance Assessment and Trend Analysis

Since implementation of the 20% exposure cap:

¢ High climate risks exposure remains stable at approximately 15%.
e No concentration breaches have occurred.
¢ No significant climate-driven credit losses have been observed to date.

The Bank continues to monitor geographic exposure trends and insurance coverage adequacy to
ensure resilience under evolving physical risk scenarios.

Forward-Looking Position

The Bank acknowledges that climate-related target setting is an evolving area of supervisory
focus. As regulatory expectations develop and methodologies become more standardized, the
Bank intends to align its climate strategy and target-setting framework accordingly, in a manner
proportionate to its scale, complexity, and risk profile.

For further information please visit- Financial data for banks

12


https://www.osfi-bsif.gc.ca/en/data-forms/financial-data/financial-data-banks

