Physical Climate

Risk Assessment
Methodology

PCRAM (BETA Version)

In response to growing demand from investors for
comprehensive solutions for improving the integration
of physical climate risks (PCRs) into investment
appraisal practices, CCRI has developed the Physical
Climate Risk Assessment Methodology (PCRAM).
PCRAM will deliver both the principles and practical
support needed, leveraging growing awareness and
availability of climate risk data, to infrastructure
investment practitioners. It will provide users with
guidance on climate risk analytics, engineering, credit
quality and the investment appraisal.

The PCRAM is an output of the Asset Design
& Structuring Working Group of CCRI. This
ADS group is composed of 27 organisations
including pension funds, asset managers,
banks, rating agencies, insurers, engineers,
climate risk analysts and consultants.

We are grateful to Mott MacDonald for
M having played the lead role in the first stage
MACDONALD development of PCRAM and for assigning
a dedicated team to work on it for over a year.

THE CCRI ADS FRAMEWORK

Future iterations and versions of PCRAM will involve
additional engineering and consultancy firms

within the CCRI membership. PCRAM was born

from real life infrastructure projects using real time
engineering, climate and financial data. To date,

four case studies have been developed, selected to
ensure a diversification of asset, location, hazard, and
investment type. Additional case studies will follow
to inform future versions of PCRAMs.

EARLY USERS

CCRI has already generated interest and is being
adopted, even in its beta version. The State of
Californias Climate-Related Risk Disclosure Advisory
Group, following an executive order from Governor
Newsom, has recommended, in a report outlining
improvements to climate risk practices that “Project-
level physical risk disclosure should align with PCRAM,
or other best practices, for physical risks assessment, as
endorsed by the State in the future.” Other public and
private investors have recently indicated interest in
adopting PCRAM and in structuring financing facilities
based on the methodology.

PCRAM is the core component of the Framework of the Asset Design and Structuring Working Group of
CCRI. The other two components are the S&P Resilience Credit Quality Drivers and the CCRI Principles for
Inclusion of Physical Climate Risks in Infrastructure Investment Appraisal.
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of the later publication of more detailed methodology and associated case studies.
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This beta version of PCRAM s intended to provide basic information only, ahead of the later publication of more detailed methodology and associated case studies.




ATTRIBUTES METHODOLOGY PRACTITIONERS CURRENTLY INVOLVED IN THE DEVELOPMENT OF PCRAM

PCRAM's core attribute is its practicality and the Four critical stages in the PCRAM analytical -_—
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complex components from a range of critical practitioners with a comprehensive assessment -
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‘live’ methodology, which will be refined and
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analytical stages. To reach this stage, PCRAM has
benefited from a genuine and open collaboration
across critical industries and sectors. It will continue
to be open-source and parties involved in its 3. Resilience Options Identification — Identifying CLIMATE RISK DATA PROVIDERS
development are unable to use it for their own potential resilience options and quantifying
exclusive commercial interests. their costs, expressed as % capex and/or % . & .
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financial impact.
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SUSTAINABILITY

The PCRAM methodology can be applied
to any real asset (or portfolio of assets)
for any set of climate hazards.

NEXT STEPS ABOUT CCRI

The Guidelines to Incorporating Physical A United Nations Climate Action Summit and

Climate Risks into Infrastructure Investment,
which will include the use of PCRAM, will be
published in early 2022.

These guidelines will include updated case
studies and an updated version of PCRAM.

Subsequent versions of PCRAM wiill follow
during 2022 along with additional case
studies, when leading roles will be assigned
to additional ADS members.

COP26 flagship initiative, The Coalition for
Climate Resilient Investment (CCRI) represents
the commitment of the global private financial

industry, in partnership with key private and
public institutions, to foster the more efficient

integration of physical climate risks (PCRs)
in investment decision-making. The diagram
below outlines the supporting institutions
involved with the ADS working group.

For additional information, please visit
www.resilientinvestment.org
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