In 2024, the Wellington Sludge Minimisation Facility (SMF) green syndicated loan of NZD
400 million became the latest example of the Industrial and Commercial Bank of China
(Industrial and Commercial Bank of China, ICBC)putting the Green Investment Principles
for the Belt and Road (Green Investment Principles for the Belt and Road, GIP) into
practice.

The project completed fund disbursement in August 2024 and has since entered the equipment
installation phase. ICBC’s New Zealand Branch acted as Mandated Lead Arranger and Joint
Sustainability Coordinator, demonstrating strong capabilities in green financing, risk
management, and multi-stakeholder coordination.

(Sources: The New Zealand Herald; original reporting by Tim McCready;
https://www.nzherald.co.nz/business/business-reports/infrastructure-report/icbc-innovative-
funding-for-green-infrastructure/A56IFMK7ZBF5ZHBC6GZUISHEJA/ ;
https://timmccready.nz/2024/08/28/infrastructure-icbc-innovative-funding-for-green-
infrastructure/ )

1) Investment Overview

e Location: Moa Point Wastewater Treatment Plant, Wellington, New Zealand

o Investment Size: Approx. NZD 400 million (= USD 245 million) syndicated loan with
a 33-year tenor. The debt is issued by an IFF-SPV, with repayment supported by
dedicated local government levies.

e Sector: Solid waste resource recovery and clean energy (sludge drying + anaerobic
digestion with biogas recovery for heat and power generation).

2) Project Background and Client Profile

Wellington generates around 60 tonnes of wet sludge per day. Traditional landfill disposal has
resulted in significant greenhouse gas emissions and leachate pollution. Under the city’s Net
Zero 2050 Strategy, the municipal council decided to develop the SMF to comply with new
central government regulations prohibiting the landfill disposal of untreated sludge.

The SPV (Civic Financial Services Ltd.) is responsible for financing and fee collection.
Leveraging its local experience in PPP/IFF infrastructure financing—including projects such
as the Transmission Gully Motorway and public-private partnership university
accommodation—ICBC New Zealand Branch was selected as the lead arranger.



3) Environmental Benefits (Quantified Indicators)

. . After Project

Indicator Baseline Operation* Change
Sludge sent to landfill HIOO% H—80% H80% reduction
Anpugl COz-equivalent 63,000 25,000 tonnes —60% direct emissions
emissions tonnes

: . 1.5 GWh of clean 100% substitution for
Annual biogas production |0

heat/power natural gas

ILandfill service life |[Until 2035 |[Until 2045 [+10 years (estimated)

* Environmental benefits are based on registrations with NZ Infra.gov and municipal technical
feasibility studies. Final figures will be independently verified after commercial operation
in 2027.

4) Innovative Financial Structuring and Integrated Benefits

‘ Innovation H Financing Challenge H Economic / Social Benefits

IFF-SPV structure (debt
kept off the municipal balance

Costs spread over 33 years; annual levy

Local t o
ocal governmen <0.3%o, avoiding crowd-out of other

sheet) debt ceiling infrastructure spending

Sustainability coordinator |Investor focus on If key KPIs (sludge reduction rate, CO-
role with performance- environmental abatement) underperform, loan margin
linked terms outcomes +10 bps; if exceeded, —5 bps

Six lenders including ICBC, ANZ, and
Kiwibank; ~30% aligned with green
incremental deposits

Multilateral syndicate with ||Scarcity of long-tenor
local banks cross-border capital

5) Application of GIP Principles and Transferable Insights
Application of GIP Principles

e Principle 2 — Understanding Environmental, Social and Governance Risks:
ICBC engaged third-party consultants during the feasibility stage to conduct an
environmental impact assessment, focusing on leachate management, noise, and
community health risks, with mitigation measures embedded in the financial model.

o Principle 3 — Disclosing environmental information:
The loan agreement requires the SPV to publish semi-annual construction progress and



emissions monitoring reports, subject to independent audit. ICBC New Zealand discloses
loan balances and environmental performance in its annual climate-related disclosures.

o Principle 5 — Utilizing green financial instruments:
The loan qualifies under ICBC’s internal green classification for “solid waste resource
recovery,” is recorded as green credit, and benefits from preferential FTP pricing.

o Principle 7 — Building capacity through collective action:
Project documentation and post-lending monitoring templates have been shared with 12
Asia-Pacific member banks within the Belt and Road Banking and Research (BRBR)
network to replicate the “municipal sludge + IFF” model.

Key Takeaways

1. Local legislation combined with SPV-based user charges can effectively bypass
municipal debt ceilings.

2. Linking environmental performance to interest-rate step-ups/step-downs strengthens
borrower incentives for operational excellence.

3. Early engagement of third-party emissions verification is recommended to facilitate
subsequent green bond refinancing.
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