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Climate Risk Integration in PPPs: Objectives

. Impact of climate risks on long-term PPP contracts

. Deve

in PP

. Deve

op policy recommendations to improve resiliency
P projects

op a Toolkit to operationalize climate-resilient

measures

. Generate Project Pipelines of Resilient Infrastructure
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Climate Risk Integration in PPPs: Two Publications
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https://publications.iadb.org/en/improving-climate-resilience-in-public-private-partnerships-in-jamaica
https://publications.iadb.org/en/climate-resilient-public-private-partnerships-a-toolkit-for-decision-makers
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Our diagnosis: well-developed PPP framework, but
climate risk considerations not yet integrated
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« Include climate « Include climate * Insurance
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Criteria in PPP * Oversee aspects of requirements in « More contract
guidelines; same for detailed climate technical provisions, flexibility for changes
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screening level climate * Funding and Financing « Customize Force
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Jamaica: Main policy recommendations

QN
”

Assess climate risks for every (PPP) project, distinguishing
between screening-level analysis and detailed level
analysis

Include resilience requirements in transaction phase — e.g,
through RFP, output specifications — and evaluate and
score bidders

Reexamine Force Majeure definition to exclude regular
climate events, and include an uninsurability clause in PPP
agreement

PROJECT PHASE

PROJECT IDENTIFICATION
& BUSINESS CASE

TRANSACTION

CONTRACT
MANAGEMENT
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We developed a comprehensive toolkit that

translates the policy recommendations into practice Ve

o Project identification

During this stage, the tools

provide guidance on assessing at
a high-level a project’s exposure

to certain climate hazards

e Business Case

Opportunities to integrate
consideration of CR and resiliency
aims into an understanding of a
project’s feasibility

e Transaction

Opportunities to either qualify
bidders based on their approach
to climate/incentivize bidders to
compete on climate approach

Contract
Management

Help teams think through the
definition of FM, uninsurability,
and contract flexibility in the face
of climate change

CLIMATE RESILIENT
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Tools — Climate risk assessment

1.1 Screening level Assessment of

climate risk exposure

1.2 Screening level assessment of

project vulnerability

1.3 Screening level assessment of

project vulnerability

Tools - Climate risk assessment
2.1 Comprehensive assessment of
climate risk exposure

2.2 Comprehensive assessment of
climate of project vulnerability

2.3 Comprehensive assessment of
climate risk profile

Tools — CRA valuation

2.4 Embedding resilience in costs
estimates

2.5 Risk valuation methods

Tools - Including CRA in:

| 2.6 Cost benefit analysis

2.7 Financial feasibility
2.8 Value for money

2.9 Environmental impact assessment

Tools - Procurement preparations

3.1 Include CR in RFQ

3.2 Decision framework for including
CR in PPP contracts

3.3 Integrating CR into PPP output
specifications decision framework

3,4 Considerations for requiring
‘disaster response plans’

3.5 Embedding climate resilience into
PPP evaluation

3.6 Sample language on requirement
to regularly update CR mitigation
plan

3.7 Enforcing CR mitigation plans
through payment mechanism

3.8 Concessional financing options
3.9 Innovative funding mechanisms

3.10 Innovative financing mechanisms

Tool - Contract management

4.1 Simplified change regime

4.2 Defining force majeure

4.3 Sample language for
uninsurability
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At this stage, the tools to help teams develop a
high-level assessment of climate risk

Project
identification
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1.1 Screening level

Assessment of climate Note: these tools are
risk exposure applicable for both PPPs
and traditionally procured

1.2 Screening level
assessment of project
vulnerability

projects

1.3 Screening level
assessment of the
overall climate risk
profile
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These three tools build on one another and require ) G2
that teams access climate data )

x - Climate risk
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Tool 1.3 combines tool 1.1 & 1.2 outputs to help
construct a high-level climate risk profile for project Me

Appendix D: Screening-level Climate Risk Matrix Template

*Corresponds with Tool 1.3

Project Mame:

+

EXPOSURE

Key question it tries to answer:
What is the project’s risk profile
for each of the hazards? What is
the project’'s overall climate-
related risk profile (i.e. a
combined assessment)?

VULNERABILITY

—

...those with medium to high risk will need to be examined

further during the business casegai;ﬁ
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Opportunities exist during transaction stage to

embed climate resilience
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a Transaction

Opportunities to qualify bidders based on their approach to climate or incentivize bidders to compete on climate approach

Tools - Procurement preparations

3.1 Include CR in Request for Qualifications

3.2 Decision framework for including CR in PPP
contracts

3.3 Integrating CR into PPP output specifications
decision framework

3.4 Considerations for requiring ‘disaster response plans’

3.5 Embedding climate resilience into PPP evaluation

3.6 Sample language on requirement to regularly update CR
mitigation plan

3.7 Enforcing CR mitigation plans through payment
mechanism

3.8 Concessional financing options

3.9 Innovative funding mechanisms

3.10 Innovative financing mechanisms
a3 IDB
-/ -
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Including Climate Resilience in Request for
Qualifications (Tool 3.1)

REQUIREMENT: sufficient experience managing
projects with similar climate profile

EVALUATION: A Pass/Fall

Minimum
Requirement

CRITERION: extent of past experience with similar
climate risk profile and effective mitigation thereof

EVALUATION: e.g., according to 100pt scale

CRITERION/MIN SCORE: extent of past experience
Evaluation & with similar climate risk profile and effective mitigation

Minimum Pass thereof (100pts); each RFQ submittal must achieve
70%
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Opportunities for Climate Resilience in Request for
Proposals / PPP Contract (Tool 3.2)

MINIMUM REQUIREMENTS EVALUATION CRITERIA
« If Procuring Agency knows ,
what it wants in terms of * If Procuring Agency wants
climate resilience bidders to differentiate
themselves on climate
* Procurement; Contract resilience
Management

» Expertise on Procuring
Agency side to evaluate
climate resilience
approaches

» Expertise on procuring
agency side to set
requirements

Required for

Use
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Integrating Climate Resilience into Output

Specifications (Tool 3.3)

A) FICTIONAL CASE

Getting
Started

Design and
Construction
Standards

Developing
Availability
Requirements

Developing
Performance
Standards

Do climate risks determine whether project goals will
be met?
Is project location subject to climate risks?

Are certain standards — use of certain materials, or
prescriptive design requirements - necessary?

Are certain performance requirements assoc. with
climate risk mitigation important enough to be
included in the definition of ‘availability'?

Performance requirements, not incl in availability but
important for climate resilience?

CLIMATE RESILIENT
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Yes, may impact life of asset and
‘availability’ of asset for use
Yes, floods, hurricanes, higher temps

Yes, drainage mechanisms for road
(e.g. culvert capacity) need to be
sufficient for peak flow of water
Asphalt permeability

Drainage ditches along road must be
clear of debris; non conformance can
result in a deduction in payment

'‘Records and Reporting’ requirements
of O&M require and update of the
Disaster Response Plan on an annual

basis @
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Thanks!

Gianleo Frisari, IDB

Climate Change Senior Economist

giovannif@iadb.org
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