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Executive Summary

As fiduciaries, NYSTRS’ Board must be responsible and thoughtful
stewards of the fund and act for the exclusive benefit of NYSTRS'
members and beneficiaries. This deliberate approach is essential
to help ensure the System meets the retirement benefit payroll and
therefore fulfills its fiduciary obligation to provide our members
with a secure retirement.

Two leading indicators of a pension plan’s strength include its
funded ratio and long-term returns (net of fees). NYSTRS is

99% funded based on the actuarial valuation of assets, which
compares the actuarial value of assets to accrued benefit liability.
As of June 30, 2024, the System’s 10-, 20- and 30-year annualized
net rates of return were 7.8%, 7.8% and 8.7%, respectively. (See
graphic below.)

This history of success is due to NYSTRS' prudent approach to
asset management and analysis of risk. The System approaches
this from the starting point that we are universal owners with

a long-term view of the markets. To ensure we can meet our
fiduciary responsibility, we identify long-term risks to our portfolio
through independent measurement and assessment.

To manage these risks, the System engages with the companies
in which we invest, vote our proxies, and seeks opportunities to
invest in companies and areas that can help to mitigate the risks
we have identified.

Throughout 2024, the System did the following:

+ Continued monitoring our directly held public equity portfolio
for companies deriving more than 10% of their revenue from
thermal coal, given the likelihood of “stranded asset” risk;

+ Performed internal risk assessments of the 24 companies
meeting the Restriction Criteria from the last fiscal year
and focused on engagement with these companies on
identified risks;

+ Updated the list of companies meeting the Restriction Criteria
for the current fiscal year to prioritize for engagement and
analysis in the coming year;

+ Made two new fund commitments totaling $150 million in
the private equity allocation of our portfolio within the energy
transition space;

+ Maintained LEED certification of all of our directly owned
office/life science buildings within the real estate allocation
of our portfolio, and maintained Gold certification for our own
headquarters in Albany.

NYSTRS Funding and Investment Progress
History of Annual Returns and Funded Status Through June 30, 2024
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The Board’s Fiduciary Duties, Investment Beliefs
and a Responsible Investment Pathway

NYSTRS' Board has strict fiduciary duties under New York State
regulations (11 NYCRR §136-1.6) and applicable law:

“The administrative heads are fiduciaries and as such shall
act solely in the interests of the members and beneficiaries
of the systems they administer. They shall perform their
responsibilities in a manner consistent with those of a
reasonably prudent person exercising care, skill and caution.”

The Board is committed to its fiduciary duties to act in the best

The Board’s unequivocal focus at all times is to ensure the System
is sufficiently funded in order to fulfill its mission of providing our
members with a secure pension.

To that end, the Board developed a set of Investment Beliefs
to provide a consistent and transparent framework to guide
the System'’s investment decision-making process. The Beliefs
reflect NYSTRS' fiduciary responsibility to plan participants and

beneficiaries and its commitment to the System’s mission, vision

and values.

interest of the System’s members and to prudently manage

System assets using appropriate skill, care and diligence.

Visit the Investments section at nystrs.org to read the
Investment Beliefs.

Three Pillars of NYSTRS’ Investment Beliefs

AAN
amn
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Asset Allocation

NYSTRS is a universal owner of the
global public markets, with a highly
diversified, long-term portfolio.

We hold the following convictions
about the capital markets:

* Markets are generally efficient.

Passive management provides
broad, diversified exposure,
while active management

can yield benefits when the
investment manager has an
informational, technical or
operational advantage.

Alternative investments allow
the System to expand the
opportunity set beyond public
markets and can be used as
a return enhancer and risk
diversifier.
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Risk

NYSTRS' risk management
program is designed to identify,
assess and address significant
risks, including the ability to
manage System assets relative
to liabilities, meet liquidity
requirements and maintain an
appropriate funding level.

-

A

Stewardship

NYSTRS' view on stewardship
centers on making prudent
investment choices consistent
with our fiduciary duties under a
disciplined risk-controlled strategy.
The System'’s Stewardship
priorities include:

Promoting responsible
corporate governance,
consistent with our Duty of
Loyalty to act for the exclusive
benefit of NYSTRS’ members
and beneficiaries.

Being active owners of public
and private companies.

Collaborating with other
institutional investors to
harness collective influence in
engagement efforts.

Actively participating with
external organizations to
help shape future rules
and regulations related to
sustainable investing.

Our View on Responsible Stewardship

As fiduciaries, NYSTRS’ Board must be responsible and thoughtful
stewards of the fund and act for the exclusive benefit of NYSTRS'
members and beneficiaries. This deliberate approach is essential
to help ensure the System meets the retirement benefit payroll and
therefore fulfills its fiduciary obligation to provide our members
with a secure retirement.

NYSTRS approaches this from the starting point
that we are universal owners with a long-term
view of the markets. To ensure we can meet our
fiduciary responsibility, we identify long-term risks
to our portfolio through independent measurement
and assessment.

To manage these risks, the System engages with the companies
in which we invest, votes our proxies, and seeks opportunities to
invest in companies and areas that can help to mitigate the risks
we have identified.

What are universal owners?

Universal owners are investors with
highly diversified and long-term
portfolios that are representative of
global capital markets.


https://www.nystrs.org/investments/

NYSTRS: A 30-Year Snapshot

as of June 30, 2024

$34.8 Billion

Employer Contributions

- $5.0 Billion $154.5
NYSTRS’ Mission: Member Contributions Billion

To Provide Our Members with a Benefit

Secure Pension $220.2 Billion Payments
Investment Income and Expenses

Our status as one of the best-funded public
pension plans in the nation is a distinction
the System holds in very high regard.

NYSTRS was established as a defined benefit plan in 1921 by an act of the 1994 Net Assets 2024 Net Assets
state legislature. The Retirement System administers the fund from which $ °J3 $ °yy°

public school teachers and administrators employed outside New York City 4003 Bllllon 145 08 Bllllon
receive retirement and ancillary benefits. Benefits provided by the Retirement

System are funded from three sources: employer contributions, member
contributions and income from investments.

The System has a well-diversified and prudently managed investment
portfolio that provides appropriate long-term risk adjusted returns. This
diversification of assets helps us earn the highest possible long-term rate of
return within appropriate risk levels. NYSTRS' total fund performance results
for the 30-year period ending June 30, 2024 are above the 10th percentile : i , l‘nnlsmnxmsrnvn O'KE [/
compared to peers, according to a survey of public fund sponsors’. : G : ' '

NYSTRS Pension Dollar*

As such, the System is nearly 100% funded based on the actuarial value of |88 R THIS NOTE IS LEGAL TENDER
= = FOR ALL DEBTS, PUBLIC AND PRIVATE
assets as of June 30, 2024. . ’

NYSTRS serves nearly 455,000 active members, retirees and beneficiaries.
During the last fiscal year, the System paid $8.4 billion in benefit payments.
Over the 30-year period from July 1, 1994 to June 30, 2024, the System paid
$154.5 billion in benefit payments and expenses. During that same period,
approximately 85% of the System’s income was generated from investments,

far exceeding the industry average of approximately 61%?2. Investment - ) B ") Employer Member
Income Bl o AR s Contributions  Contributions

| R

Three funding sources make up the NYSTRS pension dollar: investment income, employer
contributions and member contributions.

Providing our members with a secure pension is a shared responsibility. Over the past 30
years, earnings on investments and member contributions produced the bulk of NYSTRS'
income. Taxpayers contribute by way of employer contributions. The result of this shared
commitment is a well-funded plan.

1 Callan, NYSTRS Asset Allocation and Performance Statistics as of June 30, 2024. The “Callan Public Fund Sponsor Very Large Peer Group”
consists of 62 constituent funds with average Assets Under Management (AUM) of $43.9 billion and a median AUM of $26.2 billion. The peer
group includes Callan clients and anonymously shared data from BNY Mellon and Investment Metrics.

2 National Association of State Retirement Administrators (NASRA) Public Fund Survey for FY 2023 (published in November 2024).
*#30 years ending June 30, 2024
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NYSTRS Retirement Board'’s Investment Beliefs, detailed
in the Board Governance Manual, provide a consistent
and transparent framework to guide the System'’s
investment decision-making processes. Stewardship is
one strategic component within our Investment Beliefs.

Responsible
Stewardship and
Climate Risk

Under this pillar, key areas include:

Why is Climate a Risk?

As part of our disciplined risk-controlled strategy,
NYSTRS examines a number of risk factors that can
impact the long-term financial performance of the
portfolio. Climate risk is one of those risk factors, and
we look at it through two lenses: physical risk and
transition risk.

Risk Collaboration

Make prudent investment Be active owners of the Work together with other long-
choices under a disciplined companies we invest in term institutional investors to
risk-controlled strategy. through efforts such as direct engage with companies.
engagement and proxy voting.

Participate with external
investor organizations to
shape future regulation and
disclosure standards related

to identified key long-term * Physical risk comprises both acute risks, which
portfolio risks. include events such as hurricanes, heatwaves,
wildfires and flooding; and chronic risks such as
sustained elevated temperatures and sea level rise.
Physical risk poses a material financial risk to the

real assets within our portfolio (i.e., real estate)
and to various companies and industries, including
agricultural, insurance and reinsurance, utilities as
well as to the physical properties and infrastructure
of businesses in affected areas.

It is through the framework noted above that NYSTRS has
approached an independent analysis of climate risk and the
challenges posed by the energy transition, and further assessed
how they pertain to the System’s fiduciary obligation to provide
retirement security to our members and beneficiaries.

The Energy Transition - Transition risk is the risk posed by changing

policies, advances in technology, market supply

and demand shifts and reputational risk. These risks

can pose a material impact to the long-term return
potential of companies and industries.

@ We assess these risks, along with many other long-

term risks, to determine the potential impact on the

Engaging actively with
companies we own on their
transition plans and progress
towards those plans, and
voting proxies in line with

Identifying the measures
driving climate risk (i.e.,
greenhouse gasses/carbon
emissions) and estimating
the impact on our portfolio
through scenario analysis.
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addressing the risks identified.

Joining organizations such
as Climate Action 100+, an
investor-led global coalition
that engages with the top
100+ greenhouse gas
emitters to take necessary
action; and the Ceres Investor
Network, which works with
institutional investors to
advance sustainable investing
practices.

Working with organizations
like the International Financial
Reporting Standards
Foundation, which brings
together asset owners, asset
managers and standard
setters on material and
important metrics for
disclosure.

ability to generate long-term returns in our portfolio.




Mitigating Risk: An Investor’s Perspective

NYSTRS has been successful in providing retirement security to
our members for over a century through an investment program
designed to maintain the sustainability of retirement benefits
members have earned. The System has accomplished this as
universal owners — owning assets across the U.S. and global
economy. Diversification of assets is key to maintaining the
sustainability of retirement benefits. We achieve risk-adjusted
returns through a well-diversified portfolio comprised of
investments in multiple sectors and areas. Although some sectors
and companies may perform better than others during certain
periods of time, over the long term, diversification has proven to
be among the most effective in balancing portfolio risk and return.

With respect to investor actions on the issue of climate risk

in publicly traded companies, the two most common actions
discussed are divestment and engagement. It is important to note
that divestment does not actually address overall climate risk as
one investor simply sells their holdings to another investor.

Our perspective is that the System can more effectively

address identified risks by maintaining a voice as owners (i.e.,
shareholders) of a company. Maintaining ownership provides an
opportunity to engage with portfolio companies to encourage
them to develop plans to mitigate the risks we have identified.

Divestment is a last resort, considered if:

a) companies fail to address identified risks after engaging
with us over a period of time; or

b) when engagement has not resulted in a meaningful risk
mitigation plan.

NYSTRS’
Climate Key
Performance
Indicators (KPIs)

Reduction
Target(s):
To assess if short-, medium- and

long-term GHG reduction targets or
Net Zero by 2050 pledges have been

established.
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The System has divested from directly held public equity
securities in companies that derive more than 10% of their
revenue from thermal coal (i.e., the “Divestment Criteria”). We
monitor the portfolio on a regular basis to ensure compliance with
the Divestment Criteria in the directly held public equity strategies.

For directly held public equity securities in the System’s internally
managed portfolios and externally managed passive portfolios,
NYSTRS has a restriction on further purchase of shares in
companies that meet the following criteria (i.e., the “Restriction
Criteria"):

+ The 10 largest positions held by the System in companies
that have more than 0.3 gigaton of potential CO2 emissions
from thermal coal reserves;

+ The 10 largest positions held by the System in companies
that (i) derive more than 20% of their revenue from oil and
gas, or (ii) have more than 0.1 gigaton of potential CO2
emissions from oil and gas reserves; and

+ Companies that derive more than 10% of their revenue from
oil sands.

We monitor the portfolio on an annual basis to ensure compliance
with the Restriction Criteria. These companies have also been
prioritized for engagement and additional scrutiny regarding their
proxy votes. During 2024, the System conducted independent risk
assessments of these companies using five Key Performance
Indicators (KPI): reduction target(s), decarbonization strategy,
climate governance - executive compensation, climate
governance - board oversight, and standardized disclosure.

Decarbonization
Strategy:

To assess if there are clearly defined

reduction targets.

action plans that align with proposed

The System’s independent assessments have three key

features:

1.

Transparency

They allow the companies we
invest in and the public to know
our Key Performance Indicators
(KPIs).

S
=

Climate Governance —
Executive Compensation:

To assess executive compensation

alignment with stated climate goals,

further supporting a firm-wide
adoption of a transition plan.

2.

Measurability

The KPlIs are both reportable and
measurable, to allow for continued
monitoring, achievement of
milestones by companies, and to
measure the success of our
engagement.

Climate Governance —
Board Oversight:

To assess whether a firm's board
has clear oversight of climate
change and sufficient capabilities
to manage climate risk and
opportunities.

3.

Actionable

The System can act on the success
(or failure) of engagement, by
reassessing companies that have
shown progress and improvement
in their KPIs on an annual basis
from the Restriction Criteria or
divesting from companies that
have shown an unwillingness to
engage or a lack of progress
toward stated goals.

v/

Standardized
Disclosure:

To assess whether the firm follows
best practice Task Force on Climate-
related Financial Disclosures (TCFD)
as it pertains to climate reporting
and disclosure.
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2024 Engagement

During 2024, risk assessments were conducted on all companies
that met the Restriction Criteria. We held direct engagements

with a number of companies on the list as well as participated

in collective engagement with a number of other companies.

The purpose of the engagement meetings was to present our
approach to Responsible Stewardship, outline the relevant risks
we identified and to present the findings of our risk analysis for
each individual company. The idea behind the engagement efforts
was to allow companies to respond to our assessments and to
explore their plans to address the risks we identified.

Key Terms

ACT Category

Mercer's proprietary tool called Analytics for Climate Transition
(“"ACT") is a forward-looking multi-factor model that provides an
in-depth analysis of the carbon intensity and transition capacity of
the public markets portfolio across a “Grey” to “Green” continuum.

CDP (Carbon Disclosure Project) Climate Change Scores
A snapshot of environmental disclosure and environmental
performance for any entity or organization that discloses

through CDP.

A 'C’ score indicates Awareness. It measures the
comprehensiveness of an organization’s evaluation of how
environmental issues intersect with their business. A ‘B’ score
indicates Management. It indicates evidence of undertaking
actions associated with good environmental management. An ‘A’
score indicates Leadership. It is awarded for organizations that
demonstrate best practices in strategies and in the actions they
undertake.

SBTi Targets

Science Based Targets initiative helps companies set emission
reduction targets in line with climate sciences and Paris
Agreement goals. SBTi offers to validate climate targets set

by companies as science-based targets for a fee.

TCFD Compliant Reporting

Taskforce on Climate-related Financial Disclosures (TCFD)
reporting framework is hinged on consistent disclosure
recommendations to capture climate-related risk exposure. TCFD
has 11 disclosure recommendations that companies should
focus on, which are further broken down into four main categories
to make implementation easier; risk management, strategy,
governance, and metrics and targets.

Pay Incentives Aligned with Climate Targets
A method of incentivizing sustainability commitments linking
executive pay with sustainability metrics.

Scope 1 & 2 Change in Carbon Emissions Intensity
from Previous Assessment

Scope 1 emissions are direct greenhouse (GHG) emissions
that occur from sources that are controlled or owned by an
organization (e.g., emissions associated with fuel combustion
in boilers, furnaces, vehicles). Scope 2 emissions are indirect
GHG emissions associated with the purchase of electricity,
steam, heat, or cooling.

11 NYSTRS 2025 Stewardship Report

The 10 largest positions held by the System in companies
that (i) derive more than 20% of their revenue from oil and
gas, or (ii) have more than 0.1 gigaton of potential CO2
emissions from oil and gas reserves

10 companies met this criteria

ACT Category QOO0 O0O0O0OOO0O
Dark Grey 0 companies

Light Grey 1 company

Grey/In-between 7 companies

In-between 3 companies

Green/In-between 0 companies

Engagement

Collective - Grey

3 companies

Direct - Blue

3 companies

Both

4 companies

CDP Climate Change
Scores

®OE®®OOOOOO0

A 2 companies
B 2 companies
C 1 company
Submitted - not scored | 1 company
No response 4 companies
Declined to respond 0 companies

SBTi Targets

0000000000

0 of 10 companies

TCFD Compliant
Reporting

QIeI00CLRICICIC

8 of 10 companies

Pay Incentives Aligned
with Climate Targets

01010101210 0]el@

8 of 10 companies

Scope 1 & 2 Change in Carbon Emissions N
Intensity from Previous Assessment

41% decrease

28% decrease on average, with a range of 3% decrease to

The 10 largest positions held by the System in companies
that have more than 0.3 gigaton of potential CO2 emissions

from thermal coal reserves

9 companies met the criteria

Companies that derive more than 10% of their revenue from

oil sands

5 companies met this criteria

ACT Category QOO0 OOO0OO0
Dark Grey 2 companies

Light Grey 1 company

Grey/In-between 4 companies

In-between 2 companies

Green/In-between

1 companies

Engagement Q00000000
Collective - Grey 4 companies
Direct - Blue 2 companies
Both 3 companies

CDP Climate Change
Scores

®OEE®O®O®®

A 2 companies
B 2 companies
C 0 companies
Submitted - not scored | 0 companies
No response 1 company

Declined to respond 4 companies

SBTi Targets

©OO0O00000O

1 of 9 companies

TCFD Compliant
Reporting

VOOOOOOVOO

9 of 9 companies

Pay Incentives Aligned
with Climate Targets

VOLOOOOO0O

6 of 9 companies

Scope 1 & 2 Change in Carbon Emissions N
Intensity from Previous Assessment

32% decrease

2% decrease on average, with a range of 104% increase to

ACT Category ‘ ‘ ‘ ‘ ‘
Dark Grey 4 companies
Light Grey 1 company
Grey/In-between 0 companies
In-between 0 companies
Green/In-between 0 companies

Engagement ‘ . . . ‘
Collective - Grey 0 companies
Direct - Blue 0 companies
Both 5 companies

CDP Climate Change
Scores

®@®®O0O

A 0 companies
B 3 companies
C 0 companies

Submitted - not scored

0 companies

No response

2 companies

Declined to respond

0 companies

SBTi Targets

OO0000O

0 of 5 companies

TCFD Compliant
Reporting

©lololele

5 of 5 companies

Pay Incentives Aligned
with Climate Targets

QIeIQI0C

5 of 5 companies

Scope 1 & 2 Change in Carbon Emissions
Intensity from Previous Assessment

N

57% decrease

24% decrease on average, with a range of 17% increase to

The assessments were conducted with greater depth this year given that it was the second year of engagement since the enactment of the Climate
Action Plan. A re-assessment of the Restriction Criteria after the end of our fiscal year will result in the following changes:

One addition to and one removal from the Oil and Gas
companies meeting the Restriction Criteria (10

companies total).

Five additions to and four removals from the Thermal Coal

companies meeting the Restriction Criteria (10

companies total).

One addition to the Oil Sands companies (six

companies total).
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Climate Transition Via Asset Ownership of
Public Markets

As universal owners of the broad market, NYSTRS participates
in the evolution of the global economy that is adapting to the
risks and opportunities posed by climate change. For example,
NYSTRS' public equities portfolios include investments in
renewable energy; wind turbines; biofuels; liquefied natural gas;
lithium-ion batteries; and electric vehicles. NYSTRS' portfolios
also reflect many of the industry leaders that are embracing the
transition to a more sustainable future.

The integration of climate change-related risks and opportunities
into our investment process is an exceedingly complex and
intricate undertaking. Over the years, we have been working with
Mercer to assess the climate transition capacity and carbon
emissions intensity of the System’s public markets portfolio using
Mercer’s proprietary tool called Analytics for Climate Transition
(“ACT"). Mercer’s ACT tool is a forward-looking multi-factor model
that provides an in-depth analysis of the carbon intensity and
transition capacity of the public markets portfolio across a “Grey”
to “Green” continuum.

Mercer’s ACT Transition Assessment of NYSTRS’ Public
Markets Portfolio (as of 6/30) over the Years:

ACT by AUM: Public Markets

o | '\
o | B\
= BN\

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

—

The ‘Grey’
High carbon intensity, low
transition capacity

m Dark Grey Light Grey Grey/ In-between In-between Green / In-between LightGreen mDarkGreen NotAssessed

The ‘Green’
Low carbon intensity, high
transition capacity

The ‘In-between’
Varying carbon intensity and
transition prospects

Climate Scenario Analysis

The Climate Scenario Analysis was last conducted in July 2023. Further updates will be conducted as determined based on changing

conditions and the availability of updated data.

Climate Disclosure Frameworks & Alliances

Access to clear, consistent and reliable climate-related
disclosures from companies help asset owners such as NYSTRS
evaluate climate change-related risks and opportunities in their
investment portfolios and make informed investment decisions.

As noted in the Board’s Stewardship Investment Belief, the System
is actively participating with external organizations to help shape
future rules and regulations related to sustainable investing.

Visit the_ Investments/Stewardship and Investment Beliefs page

at nystrs.org to learn more about the investor networks and
sustainable investment groups with which NYSTRS partners.

One such example is the System'’s active participation with
groups such as The International Financial Reporting Standards
Foundation (“IFRS”) in this developing area. NYSTRS supports
the IFRS Sustainability Disclosure Standards and participates
as an active member of the International Sustainability
Standards Board Investor Advisory Group (“llAG”). The IIAG
comprises leading global asset owners, asset managers, and
investment intermediaries who recognize the need for consistent,
comparable, and reliable disclosure of financially-material,
decision-useful sustainability information to investors. The IIAG
serves as an advisory body to the International Sustainability
Standards Board (“ISSB”) by providing strategic guidance on
developing IFRS Sustainability Disclosure Standards and by
helping to ensure that the investor perspective is articulated

clearly and is considered in the ISSB'’s standard-setting process.
The IIAG also helps achieve widespread adoption of IFRS
Sustainability Disclosure Standards by encouraging organizations
to use the Standards to communicate performance to investors
on sustainability-related issues that affect enterprise value.

As part of the System’s engagement efforts, NYSTRS expects
companies to align their financial reporting disclosure with the
newly released IFRS S1 standards and to adopt IFRS S2 for their
climate-related disclosures.

Per the Board'’s Investment Beliefs, NYSTRS will collaborate with
other institutional investors to harness collective influence in
engagement efforts, including initiatives such as Climate Action
100+ and Climate Engagement Canada. We utilize these initiatives
to help us, in part, to identify climate related financial risk factors.
We then utilize this information along with our independent risk
assessments to directly engage in discussions with companies
in which we invest. In addition, NYSTRS has been working with
other institutional investors to engage relevant companies with
The Oil & Gas Methane Partnership 2.0 (OGMP 2.0) in order to
encourage companies to more accurately track and mitigate
their methane emissions.

Seven of the 10 oil and gas companies that meet the Restriction
Criteria have signed on to OGMP 2.0, with two joining during 2023
and two more joining during 2024.

The carbon emissions intensity in public markets have shown
consistent declines since we began this analysis in 2021, and
have decreased from 171.5 tons of greenhouse gas per million
dollars of sales in 2021 to 142.7 tons in 2024 (a 16.8% reduction).
Absolute emissions (as measured on the public markets equities
portion of the portfolio) have also dropped during this time period
from 4.5 million tons to 3.8 million tons.

Compared to the results from June 30, 2023, Mercer’s analysis
found a decrease in the amount of Grey to Grey/In-between assets
(from 9.8% last year to 8.1% this year) and an increase in Green
assets (from 44.5% to 49.3%) of NYSTRS' public markets portfolio
as of June 30, 2024.
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This year, there was an increase in assets classified as “Not
Assessed.” This was due to a change in methodology in the
analysis which now excludes assets in the Fixed Income category
other than corporate and sovereign bonds. The majority of

the assets now classified as “Not Assessed” were previously
classified as “In Between” in the 2023 analysis.

The ACT analysis examines the transition readiness of NYSTRS'
entire public markets portfolio, rather than solely being focused on
specific holdings in the fossil fuel industry. As universal owners,
NYSTRS’ portfolio will continue transitioning in line with the
broader economy. NYSTRS believes that maintaining universal
ownership of public markets preserves its exposure to the
transition to a more sustainable economy.

14
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Private Equity: Investing in the Energy Transition

As detailed previously, addressing climate risk
involves both reducing existing emissions and
transitioning to new sources of energy, production
and manufacturing that can replace current
methods. NYSTRS' private equity portfolio has
exposure to a number of energy transition assets
including:

+ A company that designs and implements customized

electric and natural gas energy efficiency programs for
utilities, municipalities and government bodies.

- A company focused on energy management and

generation services, offering a portable, scalable and
clean power platform.

A distributor of fibers and inorganic materials used
in emission control, thermal management, filtration
and batteries.

+ An ecological construction company that is a leading player

in the ecology and greenery sector, leveraging a vast tree
plantation operation.

A holding company specializing in environmental protection
solutions, with green investments around the globe.

A company operating in the renewable transportation
fuel industry.

+ A clean-energy provider that sources and supplies renewable

15

energy to residential and commercial customers, sourcing
energy from wind and solar farms.

A consulting company that specializes in environmental
consultancy services to public and private sector clients
internationally, offering energy and water resource design
and builds and environmental due diligence, among other
services.

NYSTRS -+ 2025 Stewardship Report

A company that delivers energy management services and
solutions that enable utilities and grid operators to manage
peak demand while enabling public and private institutions
to optimize their facilities and operations through strategic
energy reduction initiatives.

A company that provides energy infrastructure solutions,
including renewable thermal systems and solar and
storage solutions.

+ A company that operates a network of fast chargers for

electric vehicles, compatible with all fast charge capable
electric vehicle models.

A manufacturer of photovoltaic solar panels.

A company that designs, integrates and installs solar electric
power systems for homeowners.

+ A company that has developed a device that captures the

carbon emissions from semi-trucks.

During 2024, NYSTRS made the following two fund commitments
to funds in the energy transition space:

+ $100 million to OIC Structured Equity Fund I, L.P, a private

debt fund primarily focused on providing structured equity
capital solutions to middle market companies operating

in the energy transition, energy infrastructure, and social
infrastructure sectors mainly in North America.

+ $50 million to OIC Structured Equity CI NY I, L.P, a co-

investment separately managed account that will co-invest
alongside OIC Structured Equity Fund |, L.P.

As owners of real assets, NYSTRS is able to
implement changes and policies to directly invest
in the energy transition, including:

« Our directly owned office/life science buildings, totaling 6.7

million square feet, are all LEED Certified. LEED Certification is
sponsored by the U.S. Green Building Council and focuses on
efficient energy and water usage as well as implementation
of best practices in efficient operations. In addition, NYSTRS’
headquarters has also achieved LEED Gold certification.

Five of our seven directly owned office/life science buildings
also have Fitwel certifications which focus on occupant
health and wellness. Fitwel was developed by the Center for
Active Design in collaboration with the U.S. General Services
Commission and the U.S. Centers for Disease Control and
Prevention.

+ We continue to work with our advisors and consultants

to measure our greenhouse gas emissions from our
office properties as a baseline from which to track future
improvements.

Using software (i.e., Yardi Energy Services) to track and
analyze energy use at our multi-family properties, to identify
opportunities for improvement.

+ We have engaged energy consultants to perform ASHRAE

(The American Society of Heating, Refrigerating and Air-
Conditioning Engineers) Level 2 energy audits at a sample of
multi-family properties and are assessing and incorporating
recommended improvements into the property business and
capital plans where we can reasonably estimate a positive
return on investment. In addition, we have been actively
installing energy efficient appliances, low flow plumbing
fixtures, LED and motion activated lighting, and recyclable
carpets in our multi-family apartment properties.

As part of the annual business plans for our apartment
communities, we are reviewing the cost/benefit analysis of
replacing fossil fuel/gas powered heating and cooling units
as they reach the end of their useful life, with electric/air
source heat pump systems in both the common areas and

in the units. Three garden-style apartment communities have
already converted their clubhouse and individual units to
heat pumps.

+ We are assessing implementing or increasing the number of

EV charging stations at our directly owned properties. We are
using a third-party operator at select apartment communities
to implement and operate the EV chargers. We are also
exploring the addition of solar panels on the clubhouse and/
or car ports to provide energy for the common areas and/or
EV chargers.

Real Estate: Investing in the Energy Transition

+ We are implementing similar initiatives at our industrial

properties such as replacement of HVAC units with energy
efficient units, conversion to LED lighting, installing and
maintaining white roofs on certain properties and including
“green lease” language in all new leases requiring tenants to
report energy usage. We have installed a white silicone roof
coating and solar panels on one industrial property and are
currently assessing additional buildings for solar panels.

Specific to our mixed-use development property, we have
installed a small solar array on the roof which powers hot
water serving the residential amenity space. The residential
units and retail spaces are served by heat pumps.

In addition to implementing energy efficiency strategies at
our properties, NYSTRS also invests in roughly 110,000 acres
of timberland in the Southeast United States, which includes
over 75,000 productive timber acres and over 18,000 acres
of protected habitat. Our timber advisor, Forest Investment
Associates, has a commitment to implementing sustainable
forestry practices and our plantations are 20% to 30% more
productive than the legacy plantations we acquired. The
forest carbon cycle is a natural process through which
carbon cycles from the atmosphere into forests. Harvested
wood products store carbon while forests are replanted in a
positive feedback loop that accumulates carbon in forests
and wood products. Our timberland stored (sequestered) 8.1
million metric tons of CO2 equivalents (above-ground carbon
emissions) during 2023. 100% of our timberland met the
requirements for certification from the Sustainable Forestry
Initiative (SFI) for sustainable forestry practices.

+ The Real Estate team has reviewed 42 opportunities across

infrastructure equity and credit strategies. NYSTRS continues
to review investment opportunities across infrastructure
strategies focused on alternative energy as well as larger
diversified strategies which include a component of
alternative energy investments.
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Fixed Income: Economy in Transition

Across its internal and external strategies, NYSTRS'

Fixed Income team continues to analyze and invest
in opportunities related to the decarbonization of
the global economy as follows:

+ One continuing initiative is the externally managed global
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carbon transition credit strategy. These portfolios overlay
fundamental credit analysis with a focus on investing

in debt issued by climate solution providers, companies
that have strategically positioned their business amidst
decarbonization, or high emitting firms that need capital to
implement a transition plan.

Another key aspect of the carbon transition strategy is
manager engagement with bond issuers to improve transition
planning, disclosure, and use of bond proceeds for green
projects.

As part of the internal portfolio management process, the
NYSTRS Fixed Income team continues its research related
to decarbonization at the macroeconomic (top-down) and
bond issuer (bottom-up) levels. This includes continued
improvements in data availability, analysis, and visualization.

NYSTRS * 2025 Stewardship Report

+ The team has frequent meetings with asset management
firms and investment bank research departments to stay
abreast of new climate strategies and research methods.

+ In addition, the team participates in seminars, conferences,
and education on the topic of climate change and the fixed
income markets.

+ The Fixed Income team may invest in labeled “green”, social,
and sustainability-linked bonds in the internally managed
portfolios when the risk-adjusted returns are viewed as
attractive relative to other securities.

The Fixed Income team continues to collaborate with other
investment funds and organizations on climate issues. One
such example is participation in a working group that is seeking
to establish frameworks for bond issuance related to methane
emissions reduction.

The Year Ahead: A Look Forward

NYSTRS’ thoughtful and deliberative approach to stewardship
and risk mitigation will continue. The System’s foremost actions
are as follows:

Prioritized and continued engagement (both directly

and through collaborative initiatives) with the companies
meeting the Restriction Criteria regarding their progress
towards meeting their risk mitigation targets.

Continued collaboration and partnership with other
asset owners and asset managers looking to address
commonly identified risks.

Opportunities in the energy transition space that meet
our investment criteria and fiduciary standards in
generating long-term value and return for our portfolio.

Opportunities for measurable, relatable improvements
within our directly owned real asset portfolio (i.e.,
installation of heat pumps, insulation, energy efficiency
improvements, etc.).

The System pledges to continue working with industry groups in support of ongoing regulatory efforts to develop
climate disclosure frameworks and standards that promote clear, consistent, reliable and decision-useful climate
disclosures.

The Board is committed to helping develop the path to a climate-friendly future. The Board’s deliberative process
is ongoing and will continue to evolve given many possible factors (e.g., geopolitical, regulatory, technological
innovation, etc.).

The Retirement Board and NYSTRS staff are committed to actively engage in investigating how to best integrate
the risks and opportunities associated with climate change into its investment analysis and portfolio construction,
including any potential portfolio adjustments or enhancements, and they are doing this in a methodical and
prudent manner consistent with their fiduciary responsibilities.
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Appendix: Highlighted 2024 Proxy Votes

Jack in the Box

Shareholder proposal: Disclose GHG emissions reductions
targets (passed with 55% support)

Shareholders request the company to determine and disclose its
current greenhouse gas emissions (for at least Scopes 1 and 2)
as well as short-, medium- and long-term goals for reducing its
emissions. Progress meeting the goals should then be disclosed
annually.

Chevron

Shareholder proposal: Report on reduced plastics demand
impact on financial assumptions (failed with 8% support)

Shareholders request that Chevron issue a report, at reasonable
cost and omitting proprietary information, addressing whether and
how a significant reduction in virgin plastic demand, as set forth in
Breaking the Plastic Wave's System Change Scenario, would affect
the Company’s financial position and the assumptions underlying
its financial statements.

Wingstop

Shareholder proposal: Report on GHG emissions reductions
targets (passed with 52% support)

Shareholders request Wingstop issue a report disclosing its current
GHG emissions, as well as short-, medium- and long-term targets
for measurably reducing them—and that Wingstop report annually
on its progress toward those targets.
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NYSTRS' Vote: FOR — NYSTRS believes that companies with
significant GHG emissions or other negative environmental
impacts should disclose plans for transitioning to a more
sustainable business model, including GHG emissions and explicit
reduction targets where such emissions are material. Jack in

the Box discusses some of its environmental initiatives in its

2023 Sustainability Report, including its energy efficiency and
sustainable packaging efforts. However, the company does not
disclose its GHG emissions and has not set any GHG emissions
reduction targets. Given the company’s lack of GHG emissions
reporting and emissions reduction targets and the fact that it
appears to lag its peers in this regard, the requested disclosure
would provide shareholders with beneficial information about how
the company is effectively managing climate change related risks.

NYSTRS' Vote: FOR — NYSTRS believes that significant risks and
opportunities related to climate change and other environmental
factors should be disclosed, as well as how the company
identifies, measures and manages these risks and opportunities.
These risks should include relevant physical and transition

risks and opportunities. While Chevron has conducted scenario
analysis to assess its areas of competitive advantage as the
world’s energy systems transition due to climate change, it has
not done so under the Breaking the Plastic Wave's System Change
Scenario, as called for in this proposal. This System Change
Scenario predicts a much more significant decline in demand for
plastics than used for Chevron'’s current scenario analysis. Given
that Chevron's 50% owned subsidiary, Chevron Phillips Chemical
Company, is one of the largest producers of single-use plastics in
the world, undertaking this additional scenario analysis may help
the company identify potential future risks to the business.

NYSTRS' Vote: FOR — NYSTRS believes that companies with
significant GHG emissions or other negative environmental
impacts should disclose plans for transitioning to a more
sustainable business model, including GHG emissions and explicit
reduction targets where such emissions are material. Currently,
Wingstop does not disclose any GHG emissions data. An analysis
of a group of the company’s key peers reveals that disclosing at
least Scope 1 and Scope 2 emissions is standard practice, and

a majority of them also disclose at least some of their Scope 3
emissions. The requested disclosure would provide shareholders
with beneficial information about how the company is effectively
managing climate change-related risks.

Exxon

Shareholder proposal: Report on social impact from plant closure
or energy transition (failed with 8% support)

Shareholders request that the Board of Directors create a report
regarding the social impact on workers and communities from
closure or energy transition of the Company’s facilities, and
alternatives that can be developed to help mitigate the social
impact of such closures or energy transitions. The report should be
prepared at reasonable cost, omitting proprietary information, and
be available on the Company’s website by the 2025 Annual Meeting
of Shareholders.

NYSTRS' Vote: FOR — The System supports reasonable requests
for corporate accountability related to human rights and human
capital management. Exxon will have a significant role to

play in the transition to a lower carbon future. The company’s
employees and communities in which it operates should have
an understanding of how they could potentially be impacted by
this transition. Although Exxon now maintains a Just Transition
webpage which discloses some of the higher-level strategies
the company may use to assist employees and communities in
the transition to a low-carbon economy, it does not specifically
address the possibility of plant closures or evolution of the
company'’s current facilities for other uses. These more detailed
requests of the proponent may better allow stakeholders to
evaluate how Exxon is managing business and societal risks
associated with a transition to a low carbon economy.

Canadian National Railway Company

Shareholder proposal: Management advisory vote on climate
change (passed with 98% support)

The company is seeking shareholder approval for its Climate
Action Plan.

NYSTRS' Vote: FOR - Canadian National Railway Company

is committed to setting a target to achieve net-zero carbon
emissions by 2050, in line with a 1.5° C scenario. The company
also plans to review its 2030 well-below 2°C aligned targets and
request to revalidate them by 2026 per SBTi guidelines. It also
plans to neutralize the hard-to-abate Scope 3 residual emissions
that cannot be avoided by investing in nature-based solutions,
starting in 2045. Considering these commitments and plans of
Canadian National Railway Company, support for the Climate
Action Plan is warranted.
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