Heartland Mutual Insurance
Climate Risk Disclosures (OSFI B-15)

Governance

Heartland’s governance structure ensures there is appropriate oversight to identify, monitor,
manage and oversee climate-related risks and opportunities. At the board level, the Risk & Audit
Committee provides oversight in relation to climate risk-related activities. Management has
established a Climate Governance Committee which is ultimately accountable for the

organization’s climate risk deliverables.
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Board and Risk & Audit Committee

The Board of Directors has delegated oversight of climate-related risks and opportunities to the
Risk & Audit Committee. The board and its committees consider these risks and opportunities
while overseeing overall strategy, major transactions, and risk management practices. The Risk &
Audit Committee oversees the Enterprise Risk Management (ERM) Program, including overarching
risk appetites, the ERM framework, risk policies, risk identification and monitoring, and reporting to
the board—covering climate-related risks as part of this mandate. In setting the overarching capital
risk appetite statement and risk tolerances for reinsurance purposes, the Committee also
considers the organization’s tolerance to natural catastrophe risk.

Climate Governance Committee
The Climate Governance Committee, chaired by the Chief Financial Officer, includes the Chief
Executive Officer, Chief Financial Officer, Chief Risk Officer, Compliance Officer, the Appointed



Actuary, and the Corporate Controller. The Committee is accountable for overseeing
climate-related risk management across Heartland.

The Committee has identified climate-related catastrophes—driven by the increasing frequency
and severity of extreme weather events—as one of the organization’s top risks. Climate risk is
integrated into Heartland’s broader enterprise risk management framework and informs strategic
planning across the organization.

The Committee also provides oversight of climate-related initiatives, including disclosure practices,
risk metrics, and scenario analysis.

Strategy
Understanding the nature of climate-related risks and opportunities to Heartland’s business is the
first step in articulating an appropriate strategy to manage/leverage them.

There are two categories of risks in relation to climate: physical risk and transition risk.

Physicalrisk for our business relates to the rising number and cost of claims driven by weather-
related perils. Shifting climate patterns and the sustained increase in the frequency and severity of
extreme events can materially affect our business operations and financial stability over time.

Transition risk is the risk inherent in the transition to a low emissions and climate-resilient
economy, including changes in government policies, the legal environment, technologies and
financial markets. The climate-related risk on our investment portfolio is the potential decline in the
valuation of assets we hold in sectors vulnerable to transition risks, driven by changes in supply and
demand from climate change.

Physical and transition risks and opportunities relevant to our business are presented on the
following pages, along with the time horizon for which they may be most impactful and the ways in
which we are managing/leveraging them. The time horizons represent the following periods:

Time Horizon Definition
Short-Term Oto<2years
Medium-Term 2to<5years

Long-Term 5+ years




Physical and Transition Risks

Risk

Type

Description and Mitigation Strategy

Time
Horizon

Increase in frequency
and severity of extreme
weather events

Physical

Climate change may lead to a larger number of
catastrophes as well as more severe weather events. To
reduce this risk, the organization is focusing on
geographic diversification. This can be achieved by
entering new markets or expanding in under-represented
areas within existing markets.

Short-Term

Lack of affordability and
availability of property
coverage, and/or
government intervention
due to such

Transition

Climate change may lead to higher premiums and
reduced reinsurance availability, affecting the availability
of property coverage and potentially prompting increased
government intervention. The primary mitigation strategy
is to optimize claims processes—improving efficiency and
reducing fraud—to help lower losses, expenses, and
ultimately premiums.

Medium-
Term

Asset depreciation and
lower investment returns

Transition

Climate change may affect the value of the investment
portfolio as companies experience financial pressure from
climate-related impacts, including deteriorating credit
conditions or reduced yields. These effects can weaken
issuer performance and, in turn, influence Heartland’s
results. Diversification across asset classes and issuers,
as outlined in the investment policy, is the primary
strategy for mitigating this risk.

Medium-
Term

Regulatory

Transition

Regulatory expectations continue to expand, including the
requirements under OSFI Guideline B-15. Meeting these
standards will require additional expertise and resources,
which is expected to increase compliance costs. The
organization is investing in the capabilities needed to
address these new obligations.

Given Canada’s challenging socioeconomic conditions
and shifting political environment, the future direction of
government and regulatory responses remains uncertain.
As aresult, the company faces the ongoing risk of
additional or changing regulations and must remain
prepared to adapt.

Short-Term

Reputation

Transition

As societal expectations continue to shift, there is a risk
that our reputation could be affected, which may
negatively impact business results. Public views on
affordability, availability, climate change, and other
sustainability issues vary widely, creating potential for
criticism of the insurance industry. Clear communication
remains the most effective way to manage this risk.
Industry-wide messaging is largely led by the Insurance
Bureau of Canada, as Heartland’s size limits its ability to
influence broader public perception.

Medium-
Term




Physical and Transition Risks Cont’d

Risk

Time
Horizon

Type Description and Mitigation Strategy

Shifting cost of claims

Transition | Changes in the claims profile may emerge from new or Long-Term
unproven technologies associated with the net-zero
transition, such as the growing use of electric vehicles and
battery storage. Risk-mitigation strategies will be

developed as these risks become better understood.

Climate-related litigation

Transition | Physical and transition risks may also lead to liability risk, Long-Term
such as the risk of climate-related claims under liability
policies, as well as the risk arising from other climate-

related litigation or direct actions against Heartland.

Opportunities

Opportunity

Description and Benefits

New or enhanced
underwriting and pricing
approaches

There is an opportunity to incorporate climate-related peril data more precisely into
pricing and underwriting through improved geocoding, exposure mapping, and
property-level risk characteristics. Over time, this could support offering lower
premiums for properties with resilience features, such as upgraded roofing,
fire-resistant materials, elevated construction in flood-prone areas and, climate or
catastrophe-certified buildings. Potential benefits include more accurate risk
selection and competitive differentiation.

Product development for
adaptation & resilience

Heartland could consider developing enhanced insurance offerings that cover
climate-adaptation upgrades after a loss, helping customers rebuild with greater
resilience. Also, through the loss prevention team, Heartland could offer services to
help clients assess the climate resilience of their home as well as opportunities for
risk mitigation.

Improved investment
portfolio management

Heartland can reduce transition risk by diversifying its investment portfolio and
increasing exposure to climate-resilient infrastructure and real estate. These
investments may offer more stable long-term returns, strengthen resilience to policy
and market changes, and support alignment with evolving disclosure expectations.
Benefits include reduced transition risk, potential long-term performance
improvements, and stronger regulatory positioning.

Stronger governance,
transparency, trust

Heartland can strengthen stakeholder trust by ensuring clear board and senior
management accountability under B-15, providing comprehensive disclosures, and
being transparent about climate-related risks and opportunities. Strong transparency
supports our reputation, improves stakeholder relationships, aligns with market
expectations, and helps reduce regulatory and legal risk.




Risk Management

Heartland’s enterprise-wide risk management framework is our disciplined, enterprise-wide
approach to identifying and managing all risks so we can make informed business decisions,
protect value, manage capital and embed risk thinking into every part of our business.

This includes the identification, measurement, management, monitoring and reporting of climate-
related risks. The organization uses a three-line-of-defense model, with each line defined below:

First line - AlLEmployees not in second or third line
o Riskidentification, assessment, mitigation
e Monitoring and reporting

Second Line - Chief Risk Officer, Appointed Actuary and Compliance Officer
e Provide independent oversight of risks
e Review and challenge the first line controls and risk-taking activities

Third Line - Internal Auditors
e Provide independent assurance to the Board and senior management

e Assess the effectiveness of controls

Heartland manages risk continuously—identifying, measuring, managing, monitoring, and
reporting—so that disciplined risk thinking is embedded in the organization’s culture.

Risk Management Activities
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Metrics

Operations emissions Metric 2025

Energy Consumption Stationary combustion -Gas/Coal (Scope 1) 129

(tonnes CO.e) Mobile combustion - Fleet vehicles (Scope1) 30
Purchased and used Electricity (Scope 2) 50

Investment emissions Metric 2025

Corporate Bond portfolio Absolute GHG emissions 5,064

(tonnes CO.e)

Metric Scope and calculation methodology

Scope 1

Stationary combustion

Scope: Stationary combustion at Heartland’s sites,
covering natural gas and liquid fossil fuel

Methodology: Actual information sources from supplier
invoices, applying the GHG Protocol methodology and
Canada’s National Inventory Report (ECCC) emission
factors.

Organizational Boundary: All sites owned by Heartland,
where stationary combustion of fuels take place

Mobile Combustion

Scope: Fuels used in company owned vehicles

Methodology: Actual Information sourced from mileage
readings. Vehicle Identification Numbers (VINs) are used to
determine vehicle-specific characteristics. Applicable
greenhouse gas (GHG) emission factors are then applied
using the Government of Canada’s Fuel Consumption
Guide published by Natural Resources Canada for each
vehicle.

Organizational Boundary: All Heartland owned vehicles
which generate mobile combustion of fuels

Scope 2

Purchased and used electricity

Scope: Electricity used in powering facilities onsite

Methodology: Actual information sources from supplier
invoices. Emissions are determined by applying the
location-specific grid emission factors published by
Environment and Climate Change Canada for each
relevant geographic region and reporting period.

Organizational Boundary: All sites owned by Heartland

Scope 3

Investment emissions (Scope 3,
category 15)

Scope: Emissions associated with the corporate bond
portfolio

Methodology: A third-party database (MSCI ESG research)
is used as the primary data source for emissions data.
Emissions attributed to Heartland’s investments are
estimated in general alignment to PCAF guidance for
financed emissions. PCAF data quality scores are
calculated; with an average data quality score of 2.4. In




accordance with PCAF methodologies absolute emissions
are calculated for this portfolio. The data used for our GHG
emissions estimates is based on 2023 and 2024, 2025 data
due to a lagin reporting by many investees.

Organizational Boundary: All corporate bonds for which
the MSCI data was available.




