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Executive Summary
The COVID-19 pandemic will continue to impact infrastructure projects around the globe in all sectors as supply
chains are disrupted, customer demand falls, and health regulations force a change in the way business is
conducted. Infrastructure projects delivered through public-private partnerships (PPPs) make them more
challenging to deal with because of long-term contractual commitments made between counterparties,
including third-party lenders and investors.
This note discusses key operational considerations when trying to maintain services during the COVID-19 crisis
and recalibrating the PPP project in the short term. It builds on early lessons from the pandemic response and
provides general guidance that could assist governments when assessing their policy and legal options for
addressing COVID-19 impacts on PPP projects that are already underway 1.
This note focuses only on a process for assessing individual PPP projects that are in the operational stage. Similar
practice notes are being developed to provide insights into the impact of COVID-19 on other aspects of PPPs 2.
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This note is informed by expert knowledge, international practice, and early lessons from the support being provided by
the Infrastructure Financing, PPPs & Guarantees (IPG) Global Practice, through PPIAF, to country clients who have sought
assistance under a COVID-19 Rapid Response Facility.
2
Other notes being developed alongside this one cover other issues linked to COVID-19 impacts on PPPs: PPPs under
preparation, fiscal implications of COVID-19 to PPP programs, and developments in the infrastructure financial markets.
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Governments and authorities managing infrastructure PPPs should get ahead of anticipated developments
through a rapid assessment of their PPP portfolios in order to identify risks, estimate the cost of such risks, and
inform decisions on options and actions. The process diagram below sets out steps for assessing COVID-19
impacts on PPP projects that are under operation or construction. The practice note describes the details of
assessing each step, discusses issues to consider, and provides early examples of government action to manage
the impact of COVID-19 on their PPP programs.
There is a wide range of aspects to be assessed, and specific sector, policy, and legal considerations will drive a
government’s decision making process. Ultimately, governments have an obligation to ensure the continuity of
essential infrastructure and access to such services – whether through public or private means. Governments,
therefore, need to decide whether providing relief to concession holders under the existing PPPs or facing
potential liabilities under contract, such as the costs of termination and taking over the service, meets its policy
objectives—ultimately, a government is evaluating a new value-for-money equilibrium.
The principles for approaching the review of COVID-19’s impact on PPP projects should be:
•

Based on early identification of stress points through the prompt examination of information, stress testing,
and assessment of contract rights and obligations to help identify the appropriate level of action from
governments.

•

To find an agreed-upon approach of maintaining services that is built on mutual trust and transparent
rationale with a degree of pain/gain sharing between the parties.

•

Proactive – rather than wait for the private partner to make claims and potentially end up in dispute, engage
early to determine the private partner's assessment of the risk of COVID-19 to the projects and its plans for
addressing such risk.

•

To involve all relevant parties in the discussions. This includes the Project Company’s authorized
representatives, the government contracting authority, supervisory agent, Ministry of Finance, regulator,
and PPP Unit. Project lenders may also need to be brought in, particularly where a government is
guaranteeing the financing.

•

Considered on a project-by-project basis whether to negotiate and implement a COVID-19 response plan for
the project in which the government and Project Company agree to actions that each party should be taking
now to address COVID-19, actions that each party will take in the future and the triggers for such actions.

•

Consistent with government policies—such as maintenance of and access to services, job protection and
economic stimulus—assessing how government actions impact the specific PPP project.

•

Time-bound or temporary in nature, based only on COVID-19 impacts and not broader issues relating to the
project.

•

To not take unilateral action that may undermine the government’s position in negotiating with PPP
counterparties, or worse, place the government in breach of its obligations under those contracts.

•

To ensure support, if necessary, is not a ‘windfall’ to private operators and to ensure the public does not
perceive it as such, in order to avoid a backlash against PPPs.

•

Benchmarked against similar projects and global experience.

Disclaimer: This document is a product of the staff of The World Bank with contributions from external sources. Any
findings, interpretations, and conclusions expressed in this work do not necessarily reflect the views of The World Bank, its
Board of Executive Directors, or the governments they represent.
The material contained in this document is intended for general information purposes only and does not constitute legal
advice in any regard. Such material is intended to be neither exhaustive nor prescriptive and should in no circumstances be
construed as or substituted for appropriate professional financial, technical or legal advice on any PPP project or program.
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Process for Assessing and Resolving COVID-19 Impacts on PPPs
Assessing COVID-19 Impact

Review project fundamentals
Has demand for the service changed? Are these likely to
be short or long-term impacts?
Despite demand change, how critical is the service?
What other government policy objectives need to be
considered?

What is the ‘government in for’ in case project
fundamentals deteriorate?

What contractual provision are available for
dealing with such impacts?

Does the impact lead to financial distress of the
project?

Direct obligations under the PPP

Force majeure

Loss of revenue

Indirect obligations

MAGA/change in law

Disruption in supply chains

Potential claims under law and contract

Emergency services/Government step-in rights

Increased costs due to COVID-19 restrictions

Default and termination

Inability to meet service obligations
To what extent have losses been mitigated by national
stimulus support?

Dispute resolution and governing law
insurance

Assess possible actions

Does the project still meet underlying government policy
objectives?
What is the appropriate level of action given…

Actions WITHOUT additional financial outlay or
contingencies

•

Project fundamentals

•

Criticality of service

•

Other policy objective

•

Resulting new value-for-money

Actions WITH additional financial outlay or
contingencies

Continuing availability payments despite operating
below full capacity

Payment of COV19-related additional costs

Extension of time

Financing or grants to furloughed employees

Reduction of performance requirement
Postpone capex & expenses

Liquidity support
Take-over of capex

Increase user fees/tariffs

Payment guarantee for offtake

Payments for shortfalls in revenue

Government Actions outside the contract
National stimulus packages and government support
can address constraints impacting many projects or
sectors, e.g. furlough works schemes
Sector wide policy responses rather than responding
at a project-by-project level.
Rationalizing services if appropriate in the context of
broader fiscal burden.

Evaluate financial rebalancing
Financial model update
Review and amend critical documents
Use of benchmarking or third-party assessment
Reassessment of value for money and fiscal affordability

Resolution between parties negotiated
and agreed

3

