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PRIMARY ANALYST
María Ortiz de Mendívil

Madinah 3, Buraydah 2, and Tabuk 2 are three independent sewage treatment plants (ISTPs) to
be constructed in the cities of Madinah, Buraydah, and Tabuk, respectively, in Saudi Arabia.
Each will be owned by one of three special-purpose vehicles (SPVs). Each SPV will act as a
project company for the ISTP it owns and each will have three shareholders: Acciona Agua (35%),
Tawzea (35%), and Tamasuk (30%). The SPVs, or project companies, will design, build, own,
operate and transfer the ISTPs. The Saudi Water Partnership Company (SWPC), which facilitates
the commercialization of water and electricity in Saudi Arabia, has signed an agreement with
the project companies to procure the treated water from the ISTPs for the next 25 years.
Madinah 3 is expected to have a guaranteed influent treatment capacity of 200,000 m3/day;
Buraydah 2 to have capacity of 150,000 m3/day; and Tabuk 2 to have capacity of 90,000
m3/day. The ISTPs are expected to expand and improve wastewater and sewage treatment
services in Saudi Arabia.
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In our view, the ISTPs Green Loan Framework published on March 7, 2022, is aligned with:

✔

Green Loan Principles, LMA/LSTA/APLMA, 2021

Issuer's Sustainability Objectives
The construction and operation of the ISTPs will aid in optimizing the use of water resources in
Saudi Arabia by providing treated and renewable water to be used for agricultural purposes,
therefore reducing the consumption of freshwater.
The ISTPs aim to support Saudi Arabia's Vision for 2030 program, given that demand for water is
increasing in the region, and the country is promoting the optimization of water use.
In addition, photovoltaic solar panels installed on-site at each plant will generate renewable
power that will partially cover that ISTP's daily energy consumption. Furthermore, no by-products
will be wasted, as all sludge produced in the plants will be suitable for agricultural application and
cement manufacturing and the biogas generated from the water-treatment processes will be
used to produce electricity for self-consumption.
By incorporating those elements into the sewage treatment plants, the project companies aim to
contribute jointly to the EU's objectives of the sustainable use of water and mitigation of climate
change, while also addressing the United Nations' Sustainable Development Goals (UN SDGs) on
water and clean energy.
The project companies have developed this Green Loan Framework to raise green loans that will
be exclusively used to finance expenditures related to the eligible green assets associated with
the treatment plants.
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Second Party Opinion Summary
Use of proceeds
Alignment
Score

✔

The ISTP's Green Loan Framework is aligned with this component of the Green Loan principles.

Not aligned

Aligned

Strong

Advanced

The net proceeds will be used exclusively to finance the development, design, construction, and operation of three ISTPs in Saudi
Arabia, and the procurement, installation, and operation of on-site renewable power generation for these plants. These activities
fall under the GLP's eligible categories of sustainable water and wastewater management, eco-efficient and/or circular economy
adapted products, production technologies and processes , and renewable energy. We consider that these projects contribute to
the EU's objectives of sustainable use and protection of water and marine resources, and climate mitigation, and are also in line
with the GLP's environmental objectives and the Sustainable Development Goals on water and clean energy (SDG 6 and 7).

Process for project evaluation and selection
Alignment
Score

✔

The ISTP's Green Loan Framework is aligned with this component of the Green Loan principles.

Not aligned

Aligned

Strong

Advanced

Each of the ISTPs will be built and operated in partnership by Acciona Agua, Tawzea, and Tamasuk, through separate SPVs and
separate financing arrangements. The plants have been designed to comply with stringent technical requirements regarding the
quantity and quality of discharged water. The project companies will identify and manage perceived social and environmental
risks through the development of an environmental and social impact assessment (ESIA) and a certified consultant is required to
perform an environmental risk study to obtain the required permits from the authority.

Management of proceeds
Alignment

✔

The ISTP's Green Loan Framework is aligned with this component of the Green Loan principles.

The project companies commit to place the proceeds of the green loans in a dedicated account and to earmark them for use by the
SPVs. The loans will be drawn down in stages throughout the construction phase (2.3-2.7 years) and will be fully utilized in that
timespan, or by the closing date of the green loan. Temporary unallocated proceeds will be held in short-term financial
instruments, or in the ordinary bank accounts of the project companies, until deployed to the projects.

Reporting
Alignment
Score

✔

The ISTP’s Green Loan Framework is aligned with this component of the Green Loan principles.

Not aligned

Aligned

Strong

Advanced

The project companies commit to make available information on the allocation of proceeds, to be renewed annually until full
drawn down, and as necessary afterward, in the event of material developments. If there are unallocated proceeds, the specific
amount will be disclosed in a separate allocation report, which will be reviewed periodically by an independent external advisor.
Furthermore, the companies commit to share with the relevant parties an annual impact report that will include information and
metrics regarding the actual positive impact achieved, following the ICMA Harmonized Framework for Impact Reporting.
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Framework Assessment
Use of proceeds
The Principles make optional recommendations for stronger structuring practices, which inform our alignment opinion as aligned,
strong, or advanced. For use of proceeds, we consider the commitments and clarity on how the proceeds are used.

✔

The ISTP's Green Loan Framework is aligned with this component of the Green Loan principles.

Commitments score

Not aligned

Aligned

Strong

Advanced

We consider the ISTPs' overall use of proceeds commitments to be advanced.
The net proceeds of the green loans will be used exclusively to finance expenditures related to the
development, design, construction, and operation of three ISTPs in the cities of Madinah,
Buraydah, and Tabuk in Saudi Arabia. The permitted expenditures will be defined within the loan
documentation, and will include the procurement, installation, and operation of on-site renewable
power generation for these plants. These activities fall under the GLP's eligible categories of
sustainable water and wastewater management, eco-efficient and/or circular economy adapted
products, production technologies and processes, and renewable energy.
We consider that by expanding and improving the wastewater and sewage treatment services,
these projects will contribute to the protection and sustainable use of freshwater in the area, in
line with the environmental objectives set by the EU, the GLP and the SDGs on the sustainable use
of water and protection of water and marine resources.
In addition, the installation of solar PV panels to supply renewable energy to the plants (8%, 47%
and 57% of the daily electricity consumption in Madinah 3, Buraydah 2, and Tabuk 2, respectively)
will reduce the projects' carbon footprint, which we consider will contribute to the objectives set
by the EU, the GLP and the SDGs on climate change mitigation and clean energy.
By incorporating on-site renewable energy generation to the ISTPs, we anticipate that the project
companies will stimulate the expansion of renewable energy generation in the country, providing
an additional sustainable benefit that we view as a strength of the projects.

Process for project evaluation and selection
The Principles make optional recommendations for stronger structuring practices, which inform our alignment opinion as aligned,
strong, or advanced. For our process for project selection and evaluation, we consider the commitments and clarity on the
process used to evaluate and select eligible projects to fund with the proceeds of the sustainable finance instrument.

✔

The ISTP's Green Loan Framework is aligned with this component of the Green Loan principles.

Commitments score

Not aligned

Aligned

Strong

Advanced

We consider the ISTPs' overall process for project evaluation and selection commitments to be
aligned.
The plants have been designed to comply with stringent technical requirements regarding the
quantity and quality of discharged water, and as such we expect them to satisfy the needs of the
local farmers who will ultimately use the discharged water. The project companies commit to
identify and manage perceived social and environmental risks through the development of an
ESIA, as well as through a health and safety study, an operational safety study, and others if
deemed necessary. Such assessments include the development of suitable mitigation plans to
potential social and environmental risks associated with the projects, which we view as being in
line with the Principles. Furthermore, the project companies have identified and established
additional controls to mitigate adverse effects related to odor, noise, and by-products, which we
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view as a good practice. Finally, the project companies will have an environmental risk study
performed by a certified consultant to obtain the required permits from the authority.
We acknowledge that the three ISTPs that will be financed through the green loans fit the eligible
categories of sustainable wastewater management and renewable energy aligned with the GLP.
However, the framework does not provide substantial information on the process by which the
eligible projects have been selected and evaluated, nor does it identify the internal or external
bodies, teams, or committees responsible for the process, which limits our assessment.
The framework states that the eligibility criteria are in line with the list of activities included in the
EU Taxonomy Climate Delegated Act (Annex 1) and comply with the draft report on the preliminary
recommendations for the Sewerage - Urban Wastewater Treatment technical screening criteria,
which we view as a strength in the selection of the projects.

Management of proceeds
The Principles require disclosure of the issuer's management of proceeds from sustainable finance over the life of the funding.
The alignment opinion focuses on how clear in the documentation is the issuer's commitment to ensure that the funds raised will
remain dedicated to eligible sustainability projects throughout the life of the sustainable finance funding.

✔

The ISTP's Green Loan Framework is aligned with this component of the Green Loan principles.

The project companies commit to placing the green loan proceeds in a dedicated account and to
earmarking them for the SPVs following the structured drawdown requirements for each project.
The loans will be drawn down in stages throughout the construction phase, which is expected to
last for 2.3-2.7 years. The funds will periodically be adjusted following the drawdown schedule
and they will be fully utilized during the construction phase or before the green loans are paid
down.
Temporary unallocated proceeds will be held in short-term financial instruments or in the ordinary
bank accounts of the project companies, until fully deployed to the projects. We view all practices
described here as aligned with the requirements set by the Green Loan Principles.

Reporting
The Principles make optional recommendations for stronger disclosure practices, which inform our disclosure opinion as aligned,
strong, or advanced. We consider plans for updates on the sustainability performance of the issuer for general purpose funding,
or the sustainability performance of the financed projects over the lifetime of any dedicated funding, including any commitments
to postissuance reporting.

✔

The ISTP's Green Loan Framework is aligned with this component of the Green Loan principles

Disclosure score

Not aligned

Aligned

Strong

Advanced

We consider the ISTP's overall reporting practices to be strong.
The project companies commit to make available information on the allocation of proceeds and to
renew the information annually until the funds are fully drawn, and as necessary after that, in the
event of material developments. If there are unallocated proceeds, the specific amount will be
disclosed in a separate allocation report. An independent external technical advisor will verify the
allocation of proceeds and will also receive a quarterly project development report from the
project companies, which we view as a strong practice.
The framework includes information on the expected positive impact of the projects, which we
view as positive. For example, it includes the average daily treatment capacity of each plant and
that 95% of the wastewater being treated is expected to be saved. The remaining 5% includes the
water used for internal purposes and that lost through evaporation from the sludge drying
processes. The project companies predict that Medinah 3's average capacity will reach 200,000
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m3/day--and it may be expanded to 375,000 m 3/day--while Buraydah 2 will have an average
capacity of 150,000 m 3/day, and Tabuk 2's average capacity will be 90,000 m 3/day.
The project companies also commit to share with the relevant parties an annual impact report
that will include information on the progress and positive impact of the ISTPs, including, if
possible, quantitative metrics on the actual impact. In our view, the project companies'
commitment to include both the expected and actual impacts increase transparency for investors
and is a strength of the framework.
The project companies will also include information on the methodology and assumptions used to
evaluate the impact of the plants and will report following the GRI standards for sustainability and
the waste management and water utilities and services specific standards by SASB. Additionally,
they intend to align with ICMA's Harmonized Framework for Impact reporting and have provided
KPIs supported by it. We view these as indicating the strength of their reporting commitments.
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Mapping To The U.N.'s Sustainable Development Goals
The Sustainable Development Goals (SDGs), which the United Nations (U.N.) set up in 2015, form
an agenda for achieving sustainable development by 2030.
We use the International Capital Market Association's (ICMA's) SDG mapping for this part of the
report. We acknowledge that ICMA's mapping does not provide an exhaustive list of SDGs and that
ICMA recommends each project category be reviewed individually to map it to the relevant SDGs.
The ISTP's Green Loan Framework intends to contribute to the following SDGs:

Use of proceeds
Sustainable water and
wastewater management

*6. Clean water
and sanitation

Eco-efficient and/or circular
economy adapted products,
production technologies and
processes
6. Clean water
and sanitation

Renewable energy

*7. Affordable and
clean energy

*The eligible project categories link to these SDGs in the ICMA mapping.
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Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P) receives compensation for the provision of the Sustainable
Financing Opinions product (Product). S&P may also receive compensation for rating the transactions covered by the Product or for
rating the issuer of the transactions covered by the Product. The purchaser of the Product may be the issuer.
The Product is not a credit rating, and does not consider credit quality or factor into our credit ratings. The Product does not consider,
state or imply the likelihood of completion of any projects covered by a given financing, or the completion of a proposed financing. The
Product encompasses Second Party Opinions and Transaction Evaluations. Second Party Opinions consider features of a financing
transaction and/or financing framework and provide an opinion regarding alignment with certain third-party published sustainable
finance principles and guidelines (“Principles”). For a list of the Principles addressed by our Second Party Opinions, see the Analytical
Approach and Analytical Supplement, available at www.spglobal.com.Transaction Evaluations provide an opinion which reflects our
assessment of the potential relative environmental benefit of the funded or resilience projects. The Product is a statement of opinion
and is neither a verification nor a certification. The Product is a point in time evaluation reflecting the information provided to us at the
time that the Product was created and published, and is not surveilled. The Product is not a research report and is not intended as
such.
S&P's credit ratings, opinions, analyses, rating acknowledgment decisions, any views reflected in the Product and the output of the
Product are not investment advice, recommendations regarding credit decisions, recommendations to purchase, hold, or sell any
securities or to make any investment decisions, an offer to buy or sell or the solicitation of an offer to buy or sell any security,
endorsements of the suitability of any security, endorsements of the accuracy of any data or conclusions provided in the Product, or
independent verification of any information relied upon in the credit rating process. The Product and any associated presentations do
not take into account any user’s financial objectives, financial situation, needs or means, and should not be relied upon by users for
making any investment decisions. The output of the Product is not a substitute for a user’s independent judgment and expertise. The
output of the Product is not professional financial, tax or legal advice, and users should obtain independent, professional advice as it
is determined necessary by users.
While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of
due diligence or independent verification of any information it receives.
S&P and any third-party providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do
not guarantee the accuracy, completeness, timeliness or availability of the Product. S&P Parties are not responsible for any errors or
omissions (negligent or otherwise), regardless of the cause, for reliance of use of information in the Product, or for the security or
maintenance of any information transmitted via the Internet, or for the accuracy of the information in the Product. The Product is
provided on an “AS IS” basis. S&P PARTIES MAKE NO REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, INCLUDED BUT NOT
LIMITED TO, THE ACCURACY, RESULTS, TIMLINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR
PURPOSE WITH RESPECT TO THE PRODUCT, OR FOR THE SECURITY OF THE WEBSITE FROM WHICH THE PRODUCT IS ACCESSED. S&P
Parties have no responsibility to maintain or update the Product or to supply any corrections, updates or releases in connection
therewith. S&P Parties have no liability for the accuracy, timeliness, reliability, performance, continued availability, completeness or
delays, omissions, or interruptions in the delivery of the Product.
To the extent permitted by law, in no event shall the S&P Parties be liable to any party for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost
income or lost profits and opportunity costs or losses caused by negligence, loss of data, cost of substitute materials, cost of capital,
or claims of any third party) in connection with any use of the Product even if advised of the possibility of such damages.
S&P maintains a separation between commercial and analytic activities. S&P keeps certain activities of its business units separate
from each other in order to preserve the independence and objectivity of their respective activities. As a result, certain business units
of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to
maintain the confidentiality of certain nonpublic information received in connection with each analytical process.
For PRC only: Any “Sustainable Financing Opinions” or “assessment” assigned by S&P Global Ratings: (a) does not constitute a credit
rating, rating, sustainable financing framework verification, certification or evaluation as required under any relevant PRC laws or
regulations, and (b) is not intended for use within the PRC for any purpose which is not permitted under relevant PRC laws or
regulations. For the purpose of this section, “PRC” refers to the mainland of the People’s Republic of China, excluding Hong Kong,
Macau and Taiwan.
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