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1.0

Introduction and Executive Summary

11 Introduction

Environmental, Social, and Governance (ESG) performance and risk management is becoming increasingly
important to North American (NA) airports and their stakeholders, including rating agencies, investors, insurance
companies, federal regulators, state regulators, airlines, community stakeholders, and employees. This is even

truer in Europe where the ESG regulatory environment is well established and there is a much greater focus on
environmental issues such as carbon net zero. A June 2021 EY report on the Future of Sustainability Reporting
Standards states that “there are currently over 600 ESG reporting provisions globally, with many having differing
interpretations of sustainability.”' In an effort to provide information to ACI members worldwide, ACl World published
an “Environmental, Social, and Governance (ESG) Management” guidance in 2022. However, none of these apply
directly to NA airports. Given this hodge-podge of conflicting non-NA airport frameworks, how should NA Airports
decide what ESG information to track and then potentially disclose?

ACI-NA recognized this situation and formed the ESG Reporting and Metrics Task Group (the “Task Group”) to
accomplish the following:

Research existing ESG frameworks and regulations

Interview key stakeholders including rating agencies, investors, insurance companies, airlines, and data
aggregators to determine the types of ESG information they need and desire

Develop an ACI-NA ESG White Paper (the “White Paper”) to help NA airports understand the changing
ESG landscape

Develop an ACI-NA ESG framework with recommended and optional disclosures and metrics for NA
airports to use as a reference guide to help them understand if they should be tracking ESG information,
what information they should track, and how to report that information, if they decide to do so

For the recommended and optional disclosures and metrics, identify which could be financially material
to an airport so that the airport can decide if they should include this information in their Official
Statement when they issue debt

Provide background and considerations for preparing ESG reports to help NA airports determine if they
wish to issue an ESGC report

The Task Group was formed in March 2023 and is publishing this White Paper in April 2024. Each of the items above
are addressed in this document and the appendices. The full ACI-NA ESG framework for NA airports is included in

Appendix 1.

1 EY, The Future of Sustainability Reporting Standards; June 2021 (https:/assets.ey.com/content/dam/ey-sites/ey-com/en_gl/topics/
sustainability/ey-the-future-of-sustainability-reporting-standards-june-2021.pdf). Saved in the reference section.
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ACI-NA plans to collect feedback as NA members and the industry begin to use this document and the framework.
In 2025 we will evaluate the collected feedback and consider needs and plans for a second issue. At that time, we will
also consider the on-going work being conducted by ACI World for elements that are global in nature. Any feedback
related to the NA framework can be sent to esg@airportscouncil.org.

1.2 Executive Summary

There is a significant and growing demand for ESG information from financial stakeholders including rating
agencies, investors, and insurance companies. In addition, the U.S. Securities and Exchange Commission (SEC) has
now proposed new ESG reporting requirements on private sector organizations; with some states such as California,
legislating reporting requirements for greenhouse gas emissions for the largest public and private organizations,
including larger airports. Finally, other stakeholders, the airlines, and employees are also interested in what an airport
is doing with respect to other ESG factors.

Europe is more progressive than the United States or Canada with respect to ESG regulation. While it is debatable
how far the regulatory environment in NA will go, it is clear from Task Group interviews that the financial community
in NA and Europe wishes to have increasingly more ESG information to help it understand and manage risk. Of note,
a significant portion of the insurance coverage provided for NA airports — particularly large airports — comes from
European-based insurance companies (primarily in London). The needs of these stakeholders require airport Chief
Financial Officers to ensure that material ESG information is available, accurate, and consistently reported. This is
especially true for the largest airports with significant capital programs that need to be financed and insured.

ACI-NA formed the ESG Reporting and Metrics Task Group to develop this White Paper to help NA airports better
understand ESG and the types of ESG information NA airports may want to track and report. It is important to note
that this White Paper was developed as a tool for guidance only. It is not a best practice manual. The decision to
track ESG information and whether to report that information in any way is a decision to be made by each individual
airport (see Section 2.0).

The White Paper addresses ESG materiality, both from an “impact” and “financial” perspective, also known as double
materiality (see Section 4.3). Impact refers to how an airport’s policies and practices impact the environment or the
local commmunity. This includes areas such as greenhouse gas emissions, waste and water management, minority
contracting, noise reduction, and an airport's economic impact on a region. Financial materiality refers to how
environmental and/or governance factors may affect an airport's ability to operate, pay its debt, and/or be material to
its financial statements. Financially material items include climate change (i.e,, flooding, major storms, rising seas),
governance structure, management’s approach to risk management, transparency, cyber security, and ethics.

There are elements of ESG that can be material from both an impact and financial perspective. For example, when
an airport announces a specific goal to achieve carbon neutrality (an impact metric), it becomes financially material
because investors may rely on that announcement to make their investment decisions. Once a goal is formally
announced, the airport needs to report the goal, when it expects to achieve it, how it will be achieved, and the cost
to achieve it, if known. Financial materiality can also differ significantly between U.S. and non-U.S. airports due to the
cost-recovery nature of U.S. airports. Refer to Section 4.4 of this report for a discussion of this issue.

The Task Group reviewed the prominent ESG frameworks (see Section 4.0) as a baseline for developing its ESG
measuring and reporting framework for NA airports. The Task Group also interviewed financial stakeholders
including rating agencies, investors, insurance companies, airlines, and ESG ratings and research organizations to
gain an understanding of their ESG needs and to explain the Task Group's plans to develop an ESG framework for NA
airports that elect to track and potentially report ESG information.

All of the five rating agencies interviewed stated that they consider ESG factors, but ESG has not yet had an impact
on NA airports’ bond ratings to date (other than some elements of governance). However, it is possible (maybe
even probable) that this will change in the future. Investors and insurance companies reported mixed positions
on ESG. Some were just starting to evaluate how ESG might impact their business decisions, while others were
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well-advanced. Many investors have ESG funds for green bonds, or for organizations with advanced ESG initiatives.
Investors were vocal that their customers were asking them ESG questions about the bonds they purchase for
their “green” funds. Some insurance companies stated that they might not insure organizations (e.g., airports) that
were not moving forward with ESG reporting in the next five to ten years, while others plan to choose the “carrot”
approach of providing more favorable terms or additional layers of coverage for organizations with advanced ESG
initiatives. Stakeholder views are discussed in more detail in Section 5.0. It is important to note that all stakeholders
appreciate the difference in the regulatory environments between Europe and NA and do not expect NA airports to
be at the same level of ESG tracking and reporting as Europe.

The Task Group used the feedback from these stakeholders and its review of ESG frameworks to develop an ESG
reporting framework specifically for NA airports. The Task Group then shared this ESG framework with the financial
stakeholders for further comment. Without exception, each stakeholder group enthusiastically embraced the Task
Groups efforts and were supportive of the ESG framework included in Appendix 1. They also expressed an interest in
continuing to work with the Task Group in the future as the ESG environment evolves.

The ESG framework summarized in Section 6.0 and fully documented in Appendix 1 consists of 20 recommended
disclosures and 39 optional disclosures. A disclosure can take the form of a metric or a narrative (i.e., “telling the
story”). Stakeholders were vocal about desiring to obtain five years of data for metrics so that they can determine if
an airport is progressing or regressing. ESG metrics should also be accompanied by a narrative to help stakeholders
understand the context of the numbers. A summary of recommended and optional disclosures by ESG category are
shown in the following table.

Recommended Optional
ESG Category
Narrative Metric Narrative Metric
Environmental 3 6 4 8
Social 0 4 3 15
Governance 5 2 1 8
Total 20 39

The Task Group learned during follow-up discussions that many financial stakeholders felt strongly that some of the
optional disclosures should have been classified as recommended. These requests have been noted in Appendix 1.

Large hub airports with large capital programs should be aware of these requests as they decide what to track and
report.

The White Paper also includes tips on how to decide what ESG information to track and potentially report (see
Section 7.0), what information is cormmon in a typical ESG report (see Section 8.0), how to prepare an ESG report (see
Section 9.0), and some of the legal considerations for reporting ESG information (see Section 10.0).

Although airports of all sizes should be aware of the ESG data desires of financial stakeholders, ESG reporting
appears to be more of a large airport issue as of the date of this White Paper. The investor community, for example,
is only asking large airports about ESG when they sell bonds. U.S. medium hubs are only beginning to be asked
these questions. The reason for such a distinction is not clear but may be simply due to the fact that larger airports
are in the bond market more frequently. Regardless, airports of all sizes should be aware of the ESG environment
and anticipate that it may become a broader issue in the future.

The development of an ACI-NA airport ESG reporting framework will provide airports with more consistent
expectations from stakeholders, as well as the consistency of ESG disclosures across the industry, and has been
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strongly supported by stakeholders. Although comparability between airports may be triggered as airports adopt
the framework, the Task Group stressed to financial stakeholders, and they agreed, that it's really about each airport’s
efforts to begin to track ESG information and to improve ESG performance relative to a base level over time.

ESG regulations and practices will continue to evolve in the future, and it is important for ACI-NA airport members
to stay abreast of the changing environment. The Task Group plans to continue to monitor these ESG changes and
periodically update this White Paper as appropriate.
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2.0 Disclaimer Statement

Neither the White Paper nor any portion thereof constitutes legal advice from ACI-NA or any of the authors or
contributors. The White Paper contains information and recormmendations for use by individuals and entities in
consultation, as may be appropriate, with legal counsel in the relevant jurisdiction. Further, neither the White Paper
nor the ACI-NA ESG reporting framework are intended to establish best practices but rather an industry driven
guide. In considering whether to measure or report ESG factors, or whether to utilize the ACI-NA ESG framework in
doing so, please consult your organization’s attorney for advice.
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3.0 Need for this White Paper

ESG is a complex and evolving topic with varying approaches and reporting frameworks, and organizations from
many industries are at different points of determining their ESG approaches. While ESG reporting was initially seen
as a vehicle for change on climate and social issues (e.g., climate transition, DEI and labor practices, corporate gover-
nance), interest has evolved as stakeholders (ratings agencies and insurers) are pushing organizations to track and
demonstrate how they are managing the risks and opportunities related to these social and climate issues. At its
most basic, ESG is about tracking progress and disclosure. The Task Group believes that the NA airport industry will
benefit from a standardized framework that addresses ESG risk factors. Each airport can then assess if any of these
risk factors are potentially material to its stakeholders and financial position.

ESG reporting in North America differs from sustainability reporting which is more limited. ESG reporting discloses
the effectiveness of an airport’s efforts to manage a broader range of ESG risks and the impact these may have on
the business, environment, or commmunity, while sustainability reporting is focused primarily on an organization’s
sustainability performance and progress towards reducing its environmental impact.

An organization with a mature ESG focus has a comprehensive internal ESG practice that identifies material ESG
risks through regular materiality assessments, is grounded in sound governance, sets targets to mitigate those

risks, and reports on how it is achieving the stated targets. When ESG is viewed through this lens, ESG is simply
good business practice. However, many airports are just starting to determine their ESG approach. The good news
is that financial stakeholders, based on their feedback during interviews, understand this and say they will react
positively knowing that an airport is beginning to track and report ESG metrics and implement sustainable business
practices. The financial stakeholders interviewed also told the Task Group that they endorse the NA airport industry
establishing its own framework.

The concepts included in this White Paper were developed from a multi-stakeholder perspective to establish an ESG
framework to help airports get started on their ESG work if they chose to do so. For airports that have already started,
the proposed ESG framework may help them fine-tune their approach and disclosures. Once an airport begins
tracking ESG data, it may decide to issue an ESG report. This White Paper also includes tips on how to get started
with the process, the elements that may be included in an ESG report, and some legal considerations with respect to
ESG reporting.

One thing is certain with respect to ESG; it will continue to evolve. The Task Group plans to continue to monitor these
trends and provide feedback to the industry through future updates to this White Paper, as appropriate.
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4.0 Background Information

The Task Group relied on several resources, best practices, and foundational principles in developing this White

Paper. This section of the White Paper outlines the primary resources and reference materials considered, highlights

the primary ESG differences between Europe and NA, defines key terms such as “double materiality,” describes
the impact of FAA regulations in the United States and its effect on determining what is financially materiality, and
provides an overview of legal considerations related to reporting.

4.1 Key Resources and Reference Materials

The Task Group conducted a review of the sustainability- and ESG-related disclosure guidance encompassed in the
international frameworks and standards issued by the following organizations:

. Global Reporting Initiative (GRI)

. CDP (formerly known as Carbon Disclosure Project)

. Sustainability Accounting Standards Board (SASB)

. International Financial Reporting Standards (IFRS)

. Climate Disclosure Standards Board and the Task Force on Climate-Related Financial Disclosures (TCFD)
. IFRS International Sustainability Standards Board (ISSB)

. European Sustainability Reporting Standards (ESRS)

Airports Council International — North America |
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Each organization’s approach to materiality and scope of information addressed varies based on the information’s
intended audience. The disclosure guidance reviewed is summarized in the table below.

Organization Disclosure Guidance

GRI GRI Standards 2021

GRI G4 Airport Operators Sector Disclosures (2014) This G4 Sector Disclosure was
developed for use with GRI G4 Guidelines. As of this writing, the Global Sustainability
Standards Board (GSSB) is in the process of developing Sector Standards for use with
the GRI Standards. It is working through a prioritized list, and currently working on
the Sectors classified in Group 1. Airports have been classified in Group 3.

CDP CDP Climate Change 2023 Questionnaire
2023 Public Authorities Questionnaire

SASB SASB Standards (including 2018 industry standards for Air Freight and Logistics,
Airlines, Car Rental and Leasing, Engineering and Construction Services, Hotels and
Lodging, Real Estate, Restaurants, Water Utilities and Services).

Responsibility for SASB has been absorbed by the ISSB and SASB is referenced in
IFRS S1 discussed below.

TCFD Recommendations of the Task Force on Climate-related Financial Disclosures, June
2017.

TCFD has been transitioned to the ISSB as part of the development of IFRS S2
discussed below.

IFRS S1and S2 As described in the Airport Cooperative Research Program (ACRP) First Look on
How New Corporate Environmental Standards Will Impact Airports report (2023),
“IFRS S1: General Requirements for Disclosure of Sustainability-related Financial
Information, asks for disclosure of material information about sustainability-
related risks and opportunities..[and incorporates] SASB...IFRS S2: Climate-Related
Disclosures...outlines disclosure of material information about climate-related risks
and opportunities. IFRS S2 is based on the..TCFD..Recommendations and outlines
disclosures for climate resilience and Scope 1, 2, and 3 emissions.”

ESRS November 2022 — Consulted ESRS 1and ESRS 2 primarily for the information and
disclosure requirements for double materiality, including definitions and process
around reporting on double materiality

A detailed summary of major reporting frameworks is included in the 2023 Airport Cooperative Research Program
(ACRP) report, First Look on How New Corporate Environmental Standards Will Impact Airports. Other key
resources consulted are included in Appendix 4.

4.2 European vs North American Airport (NA) Perspective
Airports in Europe and NA share common functionalities and may even have similar ESG priorities, but the
differences between Europe and NA in terms of mandatory or voluntary sustainability reporting reflects distinct

regulatory approaches, societal norms, and corporate practices. In Europe, there is a notable emphasis on mandatory
sustainability reporting, with regulations such as the Corporate Sustainability Reporting Directive (CSRD) requiring
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large organizations to disclose non-financial information, including environmental and social impacts. Only listed
European airports are required to report under the CSRD. However, many European airports prepare and publish
ESG/sustainability reports as a normal part of business given the greater focus on transparency and social pressures
on sustainability.

NA organizations (particularly in the United States) have traditionally leaned towards voluntary sustainability
reporting since the regulatory landscape is not as prescriptive. Many NA organizations engage in voluntary
sustainability reporting efforts that are driven by market demands, investor expectations, and corporate
responsibility. It should be noted that many large NA airports prepare internal ESG or sustainability reports but have
not historically published them (with only nine formally publishing in 2023). This highlights the diverse approaches
to sustainability reporting, with Europe emphasizing regulatory compliance, and NA relying more on market- or
community-driven incentives.

Airport ownership differences between European and NA airports is another reason for differing approaches to ESG
reporting. Airports in Europe were historically government owned and operated; however, today approximately
80% of European airport operators are privatized or corporatized. This brings an elevated focus on ESG reporting.
Conversely, NA airports are mostly departments of local governments (with Canadian and some US airports
operating as authorities with appointed Boards of Directors) where there is limited regulation or commmunity
pressure requiring ESG disclosures. Even if the SEC promulgates new ESG regulations, NA airports are not expected
to be subject to such rules.

Other differences include the severity of certain issues or differences in non-ESG regulations across the world versus
NA. For example, social factors like child labor issues are much more prevalent around the world than in NA, so an
NA airport is not as likely to address this issue in an ESG report. Another example would be differences in impacts of
unionized labor between NA and other parts of the world. Finally, the determination of what is financial materiality
is significantly different in the U.S. compared to Europe and the rest of the world due to the cost recovery nature

of U.S. airports. See further discussion of this topic in Section 4.4. Also refer to Section 10 which discusses NA legal
considerations.

4.3 Double Materiality

Materiality is a fundamental concept in both sustainability reporting and financial reporting, and it was included in
the sustainability reporting guidance first released by the Global Reporting Initiative (GRI) in the early 2000s. The
concept of “double materiality” was first referenced by the European Commission in 2019 and later promulgated in
the European Union’s Corporate Sustainability Reporting Directive (CSRD) in 2021. The methodology underpinning
the CSRD is the European Sustainability Reporting Standards (ESRS), a set of 12 standards covering general reporting
requirements, and a range of environmental, social, and governance topics. The concept of double materiality has
gained significant attention in the last few years due to its legal codification, the complexity of the concept, and
ramifications in terms of transparent corporate reporting. Any current ESG guidance would be incomplete without a
discussion on double materiality.

Double materiality essentially addresses the question: what should be a priority issue to an organization, given
its most significant impacts on the environment and society, and the significance of sustainability risks and
opportunities on the operation? Double materiality can be further explained in the following manner:

. Impact materiality, or ‘inside out’ perspective, addresses how an organization impacts the environment
and society and should cover both positive and negative impacts. The ESRS defines material ESG issues
from an impact perspective as those caused or contributed to by the organization and those which
are directly linked to the organization’'s own operations, products, or services through its business
relationships?

. Financial materiality, or ‘outside in' perspective, addresses sustainability issues or ESG factors that
may impact the financial performance and financial position of the organization. The ESRS defines

2 Draft ESRS 1 General Requirements, November 2022.
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material ESG issues from a financial perspective as those that trigger or may trigger a material financial
effect on the organization that has a material influence on the organization'’s cash flows, development,
performance, position, and cost of capital or access to finance in the short, medium, or long-term time
horizons®. It should be noted however that in the United States, the Supreme Court has broadened this
definition stating that information is material if there is a substantial likelihood that a reasonable investor
would consider it important in making an investment decision. See Section 10.0

The two perspectives are often interconnected, with many ESG issues important on both dimensions or evolving over
time as impacts and risks are better understood. Given this broad view, what is material needs to be contextualized
to the reporting organization and its priority stakeholders. The increased attention to double materiality reflects

a growing awareness of the intersection between corporate performance and broader environmental and social
concerns. Note that the ESG framework in Appendix 1 denotes which recommended and optional disclosures and
metrics are “impact” (e.g., the organization’s impact on the environment and society) and “financial” (e.g., where

an ESG issue, such as climate change and rising sea levels, could have a material impact on an airport’s financial
health and ability to operate). Further, while the list of material ESG issues may be largely the same for many NA
airports, there will ultimately be some variation between airports due to geographic context, size, business partners,
etc. To answer what is material, organizations typically embark on a strategic planning exercise that involves
researching potential ESG issues, identifying and assessing the organization’s most significant ESG impact, risks,
and opportunities, and conducting internal and external stakeholder engagement. Stakeholder engagement can
be conducted in a variety of manners, from in-person user groups and forums to surveys and individual interviews.
There are a variety of resources on conducting a materiality assessment including guidance provided in the ESRS
(see specifically ESRS 1 Section 3 and Appendix B and ESRS 2 IRO-1)%.

The results of the research and stakeholder engagement are then evaluated by key decision makers in the
organization and used to establish the organization's ESG priorities. This process allows the organization to identify,
assess, and prioritize ESG issues in a holistic manner.

Materiality assessments have historically been visualized in the form of a materiality matrix, presenting the
identified ESG issues on a two-dimensional chart, with one axis representing the organization’s impact and the
other representing the level of interest or concern for stakeholders. However, given the complexity of ESG issues and
stakeholder views, as well as the increasing emphasis on double materiality in disclosures, organizations are using
different approaches — some opting to use a form of matrix and others opting for a more straight-forward approach
such as tables that can present the results in a more detailed manner. It should be noted that the established ESG
standards (i.e., IFRS and GRI) do not require a matrix or visual to present material ESG issues.

4.4  FAA Regulatory Environment in United States and its Impact on Financial Materiality

One of the biggest differences between U.S. airports and European and Canadian airports from a financial
perspective is the cost recovery nature of U.S. airports under FAA regulations. The FAA does not allow airports to
make a profit from the services provided to the airlines such as landing planes and renting certain terminal space.
However, U.S. airports are allowed from a regulatory standpoint to recover all applicable operating expenses, debt
service, debt service coverage, imputed interest costs, and certain reserves from the airlines to fully recover an
airport’s costs for these services.

This is very important from a financial materiality standpoint because, if a U.S. airport must close for a period

of time (e.g., for a week) due to inclement weather or floods, U.S. airports can still recover these lost revenues by
raising landing fees (after the event) and continuing to charge terminal rents even though the airport is closed.

The airport may be at risk for losing some passenger related revenues (e.g., parking and concessions), but in many
circumstances, the airlines would still be responsible for a portion, or at fully residual airports, all of the airport costs.
Each U.S. airport has different business relationships with its airlines. This relationship is normally memorialized in a
Use and Lease Agreement.

3 Ibid.
4 Draft ESRS 1 General Requirements, November 2022 and Draft ESRS 2 General Disclosures, November 2022.
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This regulatory and contractual environment is unique to the U.S. and has a significant impact on a CFO's and
General Counsel's decision with respect to what a climate-related event, for example, might have on the airport’s
ability to repay its debt; and accordingly, what is financially material. It should be noted that in this example, the
regulatory environment may provide comfort to a rating agency or an investor because the airport’s debt will be
repaid, but it may not provide comfort to an insurance company that would have to pay for property damage.

4.5 Climate-Related Risks

The global attention on climate change - both anthropogenic contributions to global warming and the need to
adapt to induced effects — has elevated climate-related data and information to become the most regulated and
widely reported of ESG issues. Disclosures on climate change may include an organization’s greenhouse gas (GHG)
emissions; climate transition plans, targets, and progress; and climate-related risks and opportunities.

Climate-related disclosures are the most likely environmental factors to be deemed financially material given the
potential scale and severity of risk from climate change and the impact on an organization'’s ability to operate or
perform. Additionally, there is an economic opportunity/upside resulting from an effective climate change strategy.
Because of these implications, financial stakeholders have an obligation to review an organization’s relevant
information.

Although often considered an “impact” metric, even GHG emissions are considered financially material by (and
thus required disclosures under) IFRS's S2 Climate-Related Disclosures. This standard mandates the reporting of
“information about climate-related risks and opportunities that could reasonably be expected to affect the entity’s
cash flows, its access to finance or cost of capital over the short, medium, or long term.” The language used in IFRS
is employed here for information purposes only to better explain the financial materiality associated with climate
risks. It is worth noting that NA airports are not required to report on IFRS S1 or S2 (though other countries and
jurisdictions have begun to adopt these standards). See Section 4.4 for a discussion on U.S. airport cost recovery
mechanisms.

Climate-related risks are commmonly categorized as either physical or transition, a delineation initially popularized by
the Task Force on Climate-related Disclosures (TCFD) and subsequently embedded in IFRS S2 and ESG rulemaking.
IFRS defines climate-related physical risks as “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 level rise, reduced water availability, biodiversity loss, and changes in soil
productivity.”®

Climate-related transition risks are “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.””

While such examples represent existing or potential downsides to an organization, climate change can also

present opportunities, or upsides. For example, an entity’s leadership in the clean energy economy may attract new
customers or help retain talent given changing expectations for businesses; new decarbonization-focused grants
and financing mechanisms may be used to implement valuable projects (e.g., through green bonds); and successful
emission reduction or adaptation efforts can lead to lower operating and maintenance costs.

Due to the potential financial implications on airport operations, many of the climate-related disclosures included in
this White Paper are recommended for those airports publishing ESG reports.

5 IFRS - IFRS S2 Climate-related Disclosures.
6 Ibid.
7 Ibid.
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5.0 Stakeholder Perspectives

In addition to researching organizations that have developed ESG frameworks, the Task Group interviewed a diverse
group of stakeholders who request ESG information from airports including rating agencies, investors, insurance
companies, airlines, and ESG research and rating organizations. This section provides an overview of the feedback
the Task Group received from, and information published by these organizations.

51 Rating Agencies

The Task Group reviewed ESG guidance and methodologies published by Standard and Poor’s (S&P), Fitch Ratings
(Fitch), Moody's, Kroll Bond Rating Agency (Kroll), and Morningstar DBRS to ascertain their views on ESG factors and
how those factors might influence bond ratings for airports. All rating agencies have developed ESG frameworks for
a variety of industries. The comparative table below reflects the ESG elements from the rating agencies that apply to
U.S. airports (excluding DBRS, which rates Canadian airports, but not U.S. airports). There is significant overlap in the
frameworks of this rating agencies with respect to airports. S&P places airports within their public sector framework
with additional guidance for Transportation entities®. Airports fall under Fitch's Global Infrastructure Sector —
Transportation methodology® which also includes ports, toll roads, general transport, transport-available-backed, and
grant anticipation revenue vehicle bonds (GARVEES). Fitch has “sector default scoring” for airports that considers the
financial materiality of ESG issues for that sector. Moody's evaluates airports under its public sector methodology

for environmental and private sector for the social and governance sections because of the business-like nature

of the airport sector'. Kroll has published a global criterion for all three ESG categories that apply to governments,
financial institutions, and corporations. The following tables compare these frameworks and the main ESG elements
and summarized subcomponents that apply to airports within each category. Morningstar DBRS' ESG approach is
described below. The rating agency frameworks were important components used by the Working Groups
when developing the ESG framework described in Section 6 and detailed in Appendix 1.

8 S&P Global Ratings, Through The ESG Lens 3.0: The Intersection Of ESG Credit Factors And U.S. Public Finance Credit Factors,
March 2, 2022

9 Fitch Ratings, Where ESG Matters for Credit Ratings in Global Infrastructure and Project Finance, July 7, 2022

10 Moody's Investor Services, General Principles for Assessing Environmental, Social and Governance Risks Methodology,
December 14, 2020
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Rating Agency ESG Frameworks for US Airports and the Public Sector

S&P - Public
Sector Framework
Environmental

Fitch - Global
Infrastructure Framework
Environmental

Moody'’s - Public
Sector ESG Framework
Environmental

Kroll - Global
ESG Framework
Environmental

Climate Transition Risks
Includes scopes1and 2
GHG emissions intensity
per passenger; energy
intensity per passenger

GHG Emissions and Air
Quality

Emissions of assets or
users

Carbon Transition
Actions to mitigate
risk, positioning for
carbon transition, long
term resilience to risk
of accelerated carbon
transition

Greenhouse Gas
Emissions Efforts to
reduce, stakeholder
pressures and policy
responses

Physical Risks
Severity of extreme
weather, chronic shifts
in weather, and natural
disasters

Exposure to
Environmental Impacts
Exposure to extreme
weather events, resulting
in loss of revenues,
increased cost, and project
construction delay

Physical Climate Risks
Impact of climate change,
exposure to heat stress,
water, floods, hurricanes,
rising sea level, and
wildfires

Physical Climate Risks
Impacts of extreme
weather and sea-level

rise, including impact on
revenue generating assets
and operations

Natural Capital

% of assets in sensitive or
protected areas, incidents
of non-compliance with
environmental permits,
standards or regulations

Energy Management
Energy consumption by
assets or users

Natural Capital

Impact and dependency
on natural systems: soil,
biodiversity forest, land,
oceans

Water (subset of Waste
and Pollution below)
Water use intensity per
passenger

Water and Wastewater
Management
Water used in operations

Water Management
Availability, access,
consumption, innovations
to enhance water use
efficiency, risk of pollution
violations

Waste and Pollution
Waste intensity per
passenger, air pollution

Waste and Hazardous
Materials Management;
Ecological Impacts
Waste disposal, pollution
incidents

Waste and Pollution
Land-based accidents,
spills, and leaks; hazardous/
non-hazardous waste,
circular economy
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S&P - Public
Sector Framework
Social

Fitch - Global
Infrastructure Sector
Social

Moody’s - Private Sector
Social

Kroll - Global ESG
Social

Human Capital
Attract/ retain, labor
unrest, diversity,
succession planning

Labor Relations and
Practices Impact of

labor negotiations and
employee (dis) satisfaction;
quality of contractors

Human Capital

Labor relations, human
resources, diversity and
inclusion

Stakeholder Preferences
Changes in stakeholder
preferences, including
customers/users, could
impact demand trends

Social Capital
Demographic trends,
income inequality,
affordability, political
unrest

Exposure to Social
Impacts Social resistance
to major projects or
operations that leads to
delays and cost increases
and/or unfavorable
regulatory regimes

Demographic and
Societal Trends
Demographic change,
access and affordability,
social responsibility,
consumer activism

Health and Safety
Events that alter social
behavior, contaminants in
water supply could affect
residents in service area

Employee Wellbeing
Worker safety and
accident prevention

Health and Safety
Accidents and safety
management, employee
health and well-being

Customer Welfare - Fair
Messaging, Privacy and
Data Security

User safety, data security

Customer Relations
Data security and
customer privacy, fair
disclosure and labeling,
responsible marketing

Human Rights,
Community Relations,
Access and Affordability
Product affordability and
access

Responsible Production
Product quality, supply
chain management,
community and
stakeholder engagement,
bribery and corruption,
waste management
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S&P - Public Sector
Framework
Governance

Fitch - Global
Infrastructure Sector
Governance

Moody'’s - Private Sector
Governance

Kroll — Global ESG
Governance

Governance Structure
Fed, state framework,
board

Governance Structure
Board independence and
effectiveness, ownership
concentration, ring fencing

Board Structure, Policies,
and Procedures
Ownership and

control, management
compensation,

Board oversight and
effectiveness, financial
oversight, and capital
effectiveness

Governance Structure
Business model,
management profile,
strategy, internal policies

Risk Management,
Culture, Oversight
Management control
framework and systems,
cyber, pension/OPEB,
headline risk

Management

Strategy Operational
implementation of
strategy informed by
sponsor strength /
experience and ability

to effectively manage
risks, involvement of local
parties

Financial Strategy/Risk
Management

Leverage policy, capital
modeling and stress
testing, risk management
and controls, internal
controls

Cybersecurity

Systems and resources to
mitigate data breaches
and malware/ransomware
attacks

Transparency and
Reporting Adherence to
standards, transparency,
timeliness

Financial Transparency
Quality and timeliness

of financial disclosure,
reliability and level of detail
and scope of information —
informed by data sources,
use of expert reports

Compliance and
reporting Regulatory
violations, accounting
policies and disclosures,
consistency, and quality of
financial reporting, bribery
and corruption, security
lawsuits and investigations

Group Structure
Complexity, transparency
of related party
transactions

Organizational Structure
Legal and ownership
structure, organizational
complexity, capital
structure

Management
Credibility and Track
Record Earnings and
guidance accuracy,
regulator relationships,
management quality and
experience, succession
planning and key person
risk
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ESG Methodology Overview. All rating agencies have published ESG methodologies. The methodologies describe
how ESG factors are evaluated and incorporated in each respective agency's credit analysis and rating report.
Generally, there are some differences across methodology in how ESG factors are defined, which factors are deemed
most important (as illustrated above) and how those factors are included in the analysis and credit report. For
example, Moody's provides separate ESG-related credit impact scores and issuer profile scores, S&P and Kroll provide
ESG qualitative assessments (with no ESG-specific rating scores), and Fitch provides issuer ESG relevance scores
derived from sector guidance for the particular industry and provides issuer assessments in their ESG Navigators.
Despite these differences, it appears that ESG factors are not materially impacting the credit quality or bond ratings
of U.S. airports from any of the rating agencies at the time of publication of this document in early 2024. A brief
overview of the methodologies from S&P, Fitch, Moody's, Kroll, and DBRS follows. Links to the specific publications
and related publications by each of the rating agencies are included in Appendix 4.

S&P ESG Ratings Methodology. S&P published its updated criteria, “Environmental, Social, and Governance
Principles in Credit Ratings” on December 20, 2023. S&P’s methodology makes a distinction between broader

ESG factors, and those that can materially impact an issuer’s rating, which S&P calls “ESG credit factors.” ESG

credit factors particularly include those that can impact an issuer's revenue base, operating costs, risk planning,
governance controls, cash flow / liquidity, or financial commitments. S&P also indicates its focus on issuer assets that
may be exposed to severe weather events, as well as debt leveraging impacts of climate adaptation plans. S&P notes
the extent to which ESG credit factors can impact credit ratings varies by sector and geography and can be expected
to change over time.

Within an issuer’s credit report, S&P typically provides a qualitative assessment of ESG factors, identifies the specific
risks S&P believes the issuer is exposed to, and whether risks are “elevated” or “neutral”. Specific to U.S. airports, S&P
has noted that environmental factors include carbon transition risks and costs, physical risks (sea level rise, extreme
weather), and costs of adaptation and resiliency efforts; social factors include health and safety, including pandemics;
and governance factors include financial metrics, including level of pension funding, and cybersecurity. However, it
does not appear that credit ratings issued by S&P have been materially impacted by these credit factors.

Of note, S&P released a commentary, “The Evolving Impact of Environmental and Social Factors on Credit Ratings,”
on October 25, 2023, in which the credit rating agency addressed ESG health and safety considerations regarding
airports, including the rapid traffic decline during the COVID-19 pandemic and the various rating downgrades by
S&P for airports. S&P noted that the traffic experience for airports during the pandemic served to highlight the key
principles outlined within its ESG methodology, including the perspective that ESG credit risks (and impact on credit
ratings) do not have a pre-determined time horizon, remain uncertain, and can change rapidly. S&P added that

it believes “aviation-related sectors could be more vulnerable to credit rating deterioration following a significant
health and safety event.”

Fitch ESG Scoring Methodology. Fitch provided its methodology, “Introducing ESG Relevance Scores for Public
Finance/Infrastructure” on May 16, 2019. Fitch's ESG approach provides “Relevance Scores” to its entire portfolio of
public and internationally rated issuers. The Relevance Scores reflect the degree to which ESG factors impact credit
ratings for an issuer or a transaction; the scores are not inputs in the rating process.

Fitch's ESG Relevance Scores range from 1“no credit impact” to 5 “highly material credit impact.” Under Fitch'’s
initial assessment in May 2019, less than 1% of public finance and global infrastructure issuers scored a 5, and only 5%
scored either a 4 or 5. A subsequent Fitch report on May 16, 2022, indicated that 7% of U.S. public finance ratings are
affected by ESG considerations (with a score of 4 or 5). Under Fitch's analysis, governance factors drove a score of 4
or 5 more than environmental or social factors. Specific to U.S. airports, Fitch has generally assigned up to a score of
3, which indicates that ESG factors are minimally relevant to the issuer’s credit ratings and/or the issuer has actively
mitigated those ESG risks.

Moody’s Ratings Methodology. Moody's rating methodology, “General Principles for Assessing Environmental,
Social, and Governance Risks,” was most recently updated on September 28, 2023. Moody's indicated that its rating
methodology seeks to incorporate all material credit considerations, including ESG issues, into ratings, and to take
the most forward-looking perspective that visibility into these risks and related mitigations permits. Moody's places
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particular focus on climate risks such as carbon transition and physical climate risks, including sea level rise and
extreme weather events, as well as the related increased costs of climate adaptation plans. Moody's also notes that
ESG factors can impact the credit analysis in a variety of ways, whether incorporated analytically through pro-forma
analysis or credit metrics, or more qualitatively.

To provide an assessment of ESG risks for each issuer, Moody's provides an Issuer Profile Score (IPS), which is
expressed on a five-point scale ranging from 1-“Positive” to 5-“Very Highly Negative”. For airports specifically,
Moody's has typically assigned an Environmental IPS Score of E-3 (Moderately Negative), which reflects Moody's
assessment that airports face “moderate carbon transition risk”, and that the agency sees the potential that evolving
policies and regulations related to carbon mitigation may increase costs for airports and airlines. Regarding Social
and Governance scores, most airports have been assigned S-2 “neutral-to-low” and G-2 “neutral-to-low”, respectively,
indicating that Moody’s views both Social and Governance factors as having very limited negative impacts to the
credit analysis of airports.

Moody's also provides issuers a Credit Impact Score (CIS), which provides to what degree ESG attributes impact the
current rating and is similar in concept to the relevance scores provided by Fitch. The majority of airports received
a CIS-2, which indicates that ESG factors generally have a “neutral-to-low” impact on current airport ratings. While
airports are generally exposed to ESG risks, those risks are not material to airport ratings at this point.

Kroll Ratings Methodology. Kroll released its “ESG Global Rating Methodology” on June 16, 2021. Kroll does not
provide separate ESG scores or ratings. Instead, it provides an assessment of those ESG factors that it considers to
have a meaningful impact on credit quality. As with other agencies, Kroll acknowledges that ESG risks vary materially
across sector and geography, and these risks carry a high level of uncertainty and may change over time. Kroll

also indicates that it maintains a particular focus on an issuer’s strategy to mitigate ESG risks, referred to as “ESG
Management”. Kroll notes the importance of management’s level of awareness of their ESG related risks, level of
planning, and ability to execute on remediation efforts and absorb economic costs. Kroll also notes that it maintains
a particular focus on considerations surrounding climate change with focus on GHG, stakeholder preferences that
can impact demand, and reputational risk and cyber security risk. Within each rating report, including for airport
ratings, Kroll typically provides a summmary of ESG factors separately.

Morningstar DBRS ESG Methodology. Morningstar DBRS does not rate U.S. municipal debt, but the agency is the
largest credit rating agency in Canada and the fourth largest globally. Morningstar DBRS rates more than 4,000
issuers and 60,000 securities globally, including airports in Canada and Europe. The agency's ESG methodology is
set out in “Morningstar DBRS Criteria: Approach to Environmental, Social and Governance Risk Factors in Credit
Ratings”, most recently published in January 2024. Generally, Morningstar DBRS considers 17 ESG factors and
qualitatively determines how each factor may affect the credit analysis and credit rating. The criteria do not assess
ESG factors from the viewpoint of how sustainable, ethical, or responsible an issuer’s operations or policies are.
Rather, they consider ESG factors in the context of an issuer’s credit profile where they may have a material impact
on that issuer’s financial profile, such as its revenues, expenses, cash flows, asset value, refinancing flexibility, etc.
The credit factors are grouped into separate environmental, social, and governance factors. For airports, the relevant
environmental factors include carbon and greenhouse gas costs, land impact and biodiversity, and climate and
weather risks. Social factors include human capital and human rights, occupational health and safety, and access to
basic services. Most relevant governance factors are business ethics, corporate governance, and bribery, corruption
and political risks. Similar to the other credit rating agencies, Morningstar DBRS ESG factors have not, to date, had a
significant impact on the credit rating outcome of airport ratings.

5.2 Investors

Municipal bond investors are a key external stakeholder for airports. Airports finance capital improvements through
the issuance of tax-exempt, and in some cases, taxable bonds. Airports issue debt with maturities of up to 30 years
because the assets being financed have long lives. Accordingly, investors take a long-term perspective when they
evaluate the investment risk of an airport bond. This is where ESG risks, especially climate-related risk, can impact
investors’ decisions.
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The Task Group did a survey of large and U.S. medium hub airport CFOs in July 2023 to determine if ESG questions
were being asked by investors before bond sales in the last two years. Of the 20 large airports responding and
issuing debt in the last two years, 18 had been asked ESG questions. Interestingly, none of the four U.S. medium
hubs that had issued debt had been asked ESG questions through 2023. The survey also revealed that there is good
CEO awareness of investors' interest in ESG, with 25 of 29 CEOs being aware of ESG issues.

Institutional investors invest in bonds that span a wide range of industries, which can impact how these investors
may approach ESG issues with respect to airport investments. There has been a significant growth of investments

in securities issued to finance sustainable infrastructure and/or in entities that are working to achieve socially driven
goals. As of June 2023, assets within sustainable funds exceeded $3.1 trillion globally, doubling the assets from $1.6
trillion in June 2018". According to another estimate, there were $30.3 trillion in 2022 in total sustainable investing
assets globally (including funds and all other investment alternatives)? The largest portion of sustainable assets is
held in Europe at $14.1 trillion, versus $8.4 billion in the United States, reflecting Europe’s higher level of interest in
socially conscious investing. The sustainable investing market grew at an estimated 20% from 2020-2022 and reflects
a maturing industry, with evolving expectations on how sustainable investments are defined, more consistent and
transparent standards, and tightening regulatory frameworks and industry standards.

Approach. Members of the Task Group arranged 14 separate calls, including 12 investors and two ESG second-party
opinion providers, to solicit feedback on three principal questions:

1. How are ESG metrics used to make investment decisions?
2. What ESG metrics do you want airports to provide?

3. How and where do you want to see ESG information presented?

The responses from investors were quite diverse. Some were just getting started with ESG, others were further
along, while others had fully included ESG into their investment analyses. Investors with international operations
subject to ESG regulation in those countries (e.g., Europe) had more robust and closely aligned feedback. This
could be a preview of how U.S. investors might respond if new regulations like the SEC's proposed climate-related
disclosure rule changes are adopted.

Impact of ESG Factors on Investment Decisions. The Task Group received a wide range of responses from
investors on how, if at all, ESG factors impact investment decisions. This ranged from the use of sophisticated
ESG models designed to integrate a large amount of data and arrive at an adjusted issuer credit score to the use
of a qualitative assessment of an issuer’'s ESG maturity. Many investors use ESG factors as a qualitative “gating”
consideration for including an investment in an ESG-type funds.

Investors, similar to the rating agencies, stated that they look at financially material ESG factors to determine if
those factors could impact an airport’s ability to repay its debt obligations over time. Some investors went further
and noted that many factors now grouped under the “ESG umbrella” (especially in the G section) have always been
part of their credit assessment. A couple of investors noted the growing use of third-party ESG data aggregators to
obtain their ESG data (see Section 5.5). AlImost all investors agreed that ESG was becoming more prominent in the
investment arena and likely to become more important in the future.

ESG Data Desired by Investors. The most concrete and overlapping feedback from investors with respect to the
ESG data was in the environmental and governance areas. Feedback on social factors was mixed or limited. The
Task Group used the feedback from investors to develop the ESG framework in this White Paper. Scope 1and 2
greenhouse gas emissions (GHG) were the most common metrics requested. This was also the most common
“impact” consideration for investors constructing an ESG portfolio. Many investors would like to see airports report
Scope 1, 2, and 3 emissions. Diversity, Equity, and Inclusion (DE&I) was the most commmon social metric requested,

n Sustainable Reality: Sustainable Funds Return to Outperformance in First Half of 2023", Morgan Stanley Institute for Sustainable
Investing, August 2023
12 Global Sustainable Investment Review, 2022", Global Sustainable Investment Alliance
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although customer satisfaction and safety metrics were also mentioned frequently. The following table summarizes
the most frequent ESG metrics mentioned.

Environmental

Social

Governance

GHG Emissions (Scope 1and 2)

Water usage and wastewater
generated

Identification of physical risks,

Management, workforce, and
contractor demographics
relative to the local community
(DEI)

Customer satisfaction (e.g.,

Board structure: appointment,
oversight, efficacy, and
independence

Details of any investigations
(Federal, State, or Local)

how they are being managed,
passenger ASQ scores; noise

complaint rates)

and associated costs . Timeliness and completeness

. Changes in insurability due of year-end disclosures and

. Safety performance budget information

to environmental factors
(availability, cost, policy term, . Approach to risk management

coverage limit) (including cyber)

. Environmental remediation
obligations

ESG Reporting. Investors were agnostic in terms of how an airport disseminates its ESG information (e.g., stand-
alone ESG report, Official Statement, website). Their primary request was to make the data easily accessible. Most
investors expressed interest in having a consolidated statistical appendix to an ESG Report to make the extraction
of key data points less burdensome, with a link to a data table spreadsheet underscored as the most user-friendly
option.

Investors indicated a strong preference for five years of historical data for metrics to provide context as to whether
things were improving or getting worse. Also, if an airport has identified targets for a metric (whether an absolute
level or change relative to a base year), embedding those targets in the report is most helpful. Investors also
expressed interest in unit-adjusted metrics (e.g., intensity metrics such as carbon emissions per enplanement or per
square foot) to allow for easier comparability across airports of differing size.

Investors were asked if it was valuable to align airport disclosures with international ESG disclosure regimes such

as GRI or SASB. The feedback was decidedly mixed, with the only consensus being that such disclosure alignment
could be most valuable for issuers intending to market debt to overseas investors. All investors interviewed strongly
supported the NA airport industry developing a commmon measurement and reporting framework stating that this
had worked for other industries. They stated that knowing what airports would be tracking would help them ask the
right ESG questions and assist with comparability. The Task Group stressed that its focus was on enabling interested
individual airports to use a common set of metrics rather than comparability.

Investor Feedback after Completion of ACI-NA ESG Framework. The Task Group did a follow-up interview

with the 12 investors to determine if the ESG framework shown in Appendix 1 met their needs. The response was
enthusiastically, “yes.” They felt that the framework was comprehensive, and generally agreed with the breakout
of recommended and optional disclosures at this initial stage. Some stated that they would like to see more of the
optional disclosures shifted to Recommended. The narrative discussion in Appendix 1 highlights where investors
made this request and large airports may want to consider whether to track these metrics also.

Investors wanted to know how airports would report this information in the future. The Task Group responded that
this was an airport-by-airport decision. Larger airports are more likely to issue ESG reports and include financially
material information in their Official Statements in the future. Other airports are more likely to begin to track

now that they know what to consider tracking and have this information available when asked. See discussion on
reporting options in Section 7.0.
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5.3 Insurance Companies

Insurance carriers are another key stakeholder of the airport industry. Airports of all sizes require multiple types
of insurance to manage risks. A few examples of the key types of insurance coverage required by airports include
property and casualty, liability, and owner-controlled insurance programs for major capital programs.

The insurance industry is a complex system with multiple players working together to manage and mitigate risks.
Direct insurers play a pivotal role in providing coverage directly to airports. These insurers assume the responsibility
of evaluating risks, setting premiums, and directly interacting with policyholders. However, these direct insurers,
particularly in specialty sectors such as aviation, rely on reinsurance (insurance of insurers) to provide additional
layers of protection. This also helps provide direct insurers with financial stability allowing them to maintain the
capacity to handle large and unexpected losses and ensure they can honour their commitments to policyholders
even in the face of unforeseen and catastrophic events.

The following diagram is a graphic representation of recent property insurance placement for a large U.S. airport.
The chart shows that 32 insurers from four different markets: U.S. (54%), U.S. wholesale (8%), Bermuda (11%), and
London (27%), bid on coverage in different layers to spread the risk. It also demonstrates the complexity of a single
insurance procurement, albeit for a large airport. It should be noted that each of these insurance companies has a
unique ESG perspective.

Property Insurance Example

US Market London Market Wholesale US Market Bermuda Market

$2B
Layer

$18
Layer

Insurance Layer

$500M
Layer

$250M
Layer

Each Block Represents an insurance company and generally represents the percent of that layer taken by that company.

Approach. The Task Group interviewed eight different insurance companies after the ESG framework, shown

in Appendix 1, had been developed. Each of the insurers interviewed are multi-national insurers (by nature most
insurers are) with a global reach and, therefore, capable of participating in insurance risks both in Europe and the
United States. There is a high level of cormmunication and coordination among the various international branches
of insurance companies. So, despite the geographic differences, the implementation of ESG policies will likely be
developed as part of a global strategy and be managed centrally.

Of the eight insurers interviewed, three were U.S. based underwriters focused on U.S. clients and five were European
insurers able to write U.S. risks as well as risks throughout the rest of the world. The Task Group’s questions were
centered on the insurers’ business model (e.g., the types of insurance products offered, their primary customers
within the aviation industry); how the insurer utilizes ESG as part of their decision process; where they obtained their
ESG information; and their thoughts on the ESG framework are included in Appendix 1.

Impact of ESG Factors on Insurance Decisions. Similar to investors, there was a wide range of feedback from

insurance companies. In general, investors are further along the ESG journey than insurers, but ESG is clearly on
the industry’s radar. Some are just beginning to focus on ESG while others are quite advanced. Most insurers are
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primarily interested in the environmental elements of ESG, especially reductions in carbon emissions. They want
to understand how airports are mitigating climate-related risks with a focus on resiliency under the theory that
more resilient airports are better risks. Most are also focused on key safety metrics for employees, customers, and
construction workers. One insurer stated that the U.S. was generally more advanced on the social and governance
elements, while Europe has been more progressive in the environmental area.

Insurers have a shorter-term focus than investors due to the shorter life of an insurance policy. Most said that they
are beginning to look at ESG, but it is not impacting their decisions to insure today. One insurer was attempting
to link ESG factors to loss information to provide a basis for using ESG in the future. It's currently challenging for
insurers to make this purely a financial decision given the information available. A few mentioned that they were
avoiding specific industries for climate concerns or due to social reasons.

Some insurers are taking a benevolent approach to help the insured organizations advance their ESG efforts stating,
“they want to be conversational,” and help organizations develop ESG metrics; a few stated they prefer to take a
“carrot” approach and may make additional layers of insurance available or offer better pricing for organizations that
had advanced ESG efforts; and a few others stated that they see a time (five to ten years from now) when they might
take the “stick” approach and not insure organizations or reduce capacity for organizations that are not making
efforts to improve ESG performance. The insurers fully appreciated the difference between ESG adoption in Europe
and North America.

Current Source of ESG Data. Some insurers had internal teams that gathered ESG data. Others obtained ESG
information from third party data aggregators such as Moody's Analytics, S&P Sustainable Plus, or Sustainalytics
(see Section 5.5). Some insurers have formed a consortium to gather ESG information. Others rely on their insurance
brokers to gather the data directly from the organizations being insured.

Feedback to ESG Framework and Disclosures. The feedback from the interviewed insurance companies was very
positive. All were supportive of the ACI-NA effort and expect that it will provide guidance to airports and result in
better ESG information in the future. Some were interested in additional data regarding PFAS (see Section 6.0),
deicing, and airport participation with airlines to develop sustainable aviation fuels.

5.4 Airlines

Airlines are a vital business partner and a key stakeholder for engagement on sustainability with airports. Airlines are
the airports’ largest customers and, often, the primary source of revenue. Most airports derive the majority of the rest
of their revenue from airline passengers.

There are many areas of operational and data tracking overlap between airlines and airports on complex, system-
wide sustainability issues like climate change. For example, since airports provide the primary infrastructure from
which airlines operate (in addition to their aircraft maintenance, fueling, and training facilities), airlines are very
focused on how climate risk could impact their primary operating locations. Airlines contribute to airports’ Scope
3 emissions and, conversely, airports contribute to the airlines’ Scope 3 emissions. Both parties are interested in
reducing waste and water consumption and share other environmental priorities.

Airlines want to enhance their ESG reporting by integrating more ESG data from their key business partners (e.g.,
airports) and their supply chain. This has the short-term benefit of enhancing the airlines’ ESG disclosures but

also brings a longer-term benefit of increased collaboration with those same partners and suppliers to address
mutual risk and opportunities. Airports and airlines are recognizing the need to work more collaboratively on these
initiatives and the Task Group supports these efforts.

Approach. To get a better sense of the current state of ESG reporting and approaches being used by airlines,
members of the Task Group arranged calls with the ESG leads at American Airlines, Delta Air Lines, Southwest
Airlines, and United Airlines. The Task Group members were also invited to participate in an Airlines for America
(A4A) Sustainability Committee meeting to present the Task Group’s mission and a summary of the key disclosures.
The primary purpose of the calls and meeting was to obtain answers to the following questions:
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1. What airport ESG information (disclosures and metrics) is the airline including in their ESG report today, if
any, and which airports are included, if any?

2. What additional airport ESG information (disclosures and metrics) would they like add to their ESG report
in the future?

Interest in Airport ESG-Related Information. Airlines have primarily focused on climate-related information about
airports but also include or reference other ESG-related information from airports such as terminal construction and
renovation projects, waste reduction efforts, and safety. A summary of the six largest U.S. airlines’ ESG disclosures
about climate impacts on airports in their ESG Reports is included in Appendix 2. American, Delta, and United
specifically mention climate impact on their largest hubs, while Southwest, Jet Blue, and Alaska write more generally
about it. Some of the airlines also discuss transition risk, which covers risks to the airline business model resulting
from the transition to a low-carbon economy. Some use third party consultants and climate risk modeling platforms
to quantify the risks, while others do qualitative reviews. Each airline discusses and reports potential climate impacts
on a near-term, mid-term, and long-term basis and several discuss the risks using scenario analyses, contrasting
various emissions (e.g., low vs. high), policy, and development scenarios.

Given the sensitive nature of some of this information, it is critical for airports to know what narratives are being
included in the airlines’ ESG reports, because this information is publicly available to financial stakeholders. Those
stakeholders may read the airline ESG report and then ask questions of the airport regarding the information
included in an airline’s ESG report. Airports and airlines should share this information to ensure uniformity in the
reporting and to avoid possible conflicts. For example, an airline could report a flooding risk at an airport, while
the airport has a flood study that shows there is no risk. Airlines are most interested in what airports are doing to
mitigate climate risk. All parties agreed that closer cooperation between airports and airlines on ESG would be
beneficial.

Priority ESG Data and Metrics. Given the industry and regulatory trends towards greater disclosure, there will be
increasing interest from airlines in ESG data that is material to the airlines’ business and intrinsically connected to
airport operations. The airlines stated that if the proposed SEC regulation on climate disclosure is promulgated, the
regulations will require airlines to report climate-related information. This will certainly have a major impact on the
data airlines will need from airports of all sizes. The SEC's proposed regulations are modeled in part on the TCFD and
its 11 recommmended disclosures. The airlines use the TCFD disclosure recommmendations as a framework for their
climate planning and climate risk reporting including how they review climate impact on airports.

From an environmental perspective, the airlines are interested in GHG emissions and intensity, energy consumptions
and intensity usage, waste reductions, waste diverted, water management, significant spills, and enforcement
actions, if applicable. Airlines would like airports to provide Scope 1and 2 emissions by airline, where possible, since
these are the airlines’ Scope 3 emissions. It was pointed out during the A4A meeting that California recently passed
Senate Bill 253 that will require California airports with over $1 billion in revenue to report Scope 1and 2 emissions
beginning in 2026 and Scope 3 emissions beginning in 2027.

Several airlines were also interested in how airports are dealing with extreme heat from an employee perspective
(e.g., mandatory breaks and providing water) and how airports are thinking about biodiversity. A few airlines
mentioned pay equity, labor relations, customer satisfaction scores, safety, and employee engagement as good social
metrics. Cyber security, Board diversity, and ESG involvement were most important from a governance perspective.

Airlines are very supportive of ACI-NA developing an ESGC framework for NA airports and would like to continue to
work together on this in the future.

Other Priority ESG Information - Sustainable Aviation Fuel. Sustainable aviation fuel, or SAF, is an alternative
fuel source to conventional jet fuel and is currently produced from various organic materials such as fat, oil, and
grease. Over the lifecycle of the fuel, referred to as well-to-wake or from extraction/feedstock processing to engine
combustion and exhaust, SAF has the potential to reduce GHG emissions by up to 80% or more depending on the
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feedstock and production methods. As such, SAF is critical to the decarbonization strategies of airlines. In addition

to working with airports, fuel consortiums, and other fueling business partners, airlines will be interested in accurate
and timely reporting of SAF-related expenditures and emissions saving potential. The timely and accurate reporting
of SAF usage is crucial for airlines in their climate communications and to control for any erroneous or potentially
misleading concerns as it relates to the climate benefits of SAF. Although SAF development is primarily an airline
issue, airports will need to think about how this fuel is stored and used in fueling in the future. This is a topic the Task
Group will continue to follow.

5.5 ESG Ratings and Research Organizations

There are over a dozen firms that conduct ESG research, aggregate ESG data from publicly available information (or
surveys), and develop ESG ratings. Several investors and insurance companies mentioned that they use one or more
of these aggregators to obtain ESG information. The Task Group interviewed representatives from five of these
firms including Sustainalytics, Standard & Poor's Global ESG, Moody's ESG, Sustainable Fitch, and Carbon Disclosure
Project (CDP). These firms are primary focused on the top 5,000 publicly traded companies. Most stated that they
were not actively looking to add airports, although they might in the future. All firms were supportive of the White
Paper and the ACI-NA Airport framework. Airports should be aware that these organizations exist and may begin to
aggregate airport ESG information in the future. The Task Group will continue to monitor these firms and the roles
they play in the ESG ecosystem.

Some of these firms or “sister organizations” also provide third-party opinions for green bonds. Investors prefer to
see a third-party opinion included when airports issue green bonds. The subject of third-party opinions on green
bonds is beyond the scope of this White Paper, but the Task Group will continue to monitor these firms in the future.

5.6 Other ESG Stakeholders
There are many other stakeholders that may be interested in an airport’'s ESG information or ESG reports including:

. Local council of governments, cities, and states
. Organizations — corporate relationships
. Vendors

. Concessionaires and other business partners at the airport for ESG elements such as GHG emissions or
waste management

. Employees and potential employees
. Passengers

. Local Communities

These stakeholders are most likely more interested in the ESG impact factors, rather than the financial factors. In
more activist communities, ESG reports can become part of a social license to operate (SLO) conversation. SLO
refers to the ongoing acceptance of an organization or industry’s standard business practices and operating
procedures by its employees, stakeholders, and the p