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	Summary of the Paris Alignment Assessment   

	The Program’s General Development Objective is to promote the sustainable development of the Amazon Region, strengthening productivity and job creation among MSMEs. The Specific Development Objective is to increase the availability of financing for productive investments of MSMEs in the Amazon Region.  These goals will be achieved through loans to financial intermediaries for the qualified operations in the legal Amazon (Acre, Amapá, Amazonas, Pará, Rondônia, Roraima, Tocantins, Mato Grosso, and part of Maranhão).

This operation has a single component - Funding for Productive Investment operations of MSME in the Amazon Region. It will provide support for mid- and long-term productive credit operations by MSMEs in the Amazon Region, via second-tier credit lines from BNDES, i.e., indirect operations carried out through financial agents accredited by BNDES. Program funds will be channeled using eligible existing BNDES product lines, namely, Cartão BNDES, Rural Credit BNDES, BNDES Automático and BNDES Finame. Eligible operations of these lines are exclusively investment operations, thus excluding working capital and costing of farming activities. Eligible investments of the Program are mainly intended for the acquisition of machinery, equipment and vehicles which are consistent with the context and current needs of Amazon Region. Moreover, climate positive investments[footnoteRef:2] will be supported by the rural credit line RENOVAGRO, which is dedicated to the adoption of climate-smart agricultural practices, such as no-till farming, pasture recovery, bioinputs sourcing and integrated systems[footnoteRef:3]. More specifically, RENOVAGRO aims to: a) reduce greenhouse gas emissions from agricultural activities; b) decrease deforestation; c) increase agricultural production on sustainable basis; d) adapt rural properties to environmental legislation, e) expand the area of cultivated forests and f) promote the restoration of degraded areas. [2:  	Climate-positive refers to activities that go beyond net-zero emissions to create environmental benefits by removing or mitigating GHG emissions on all sectors, including agriculture, energy, transport.]  [3:  	BNDES considers the “Sectoral Plan for Adaptation and Low Carbon Emission in Agriculture with a view to sustainable development 2020-2030 (ABC+ Plan)” to define the activities that increase resilience and the sustainability of the agriculture and livestock sectors. ] 

In line with the identified context and the current needs of the region, two broad types of eligible sub-borrowers are envisaged: (i) MSMEs operating in the rural sector, including those investing in the adoption of climate-smart practices and (ii) MSMEs seeking to expand their operations and create jobs in urban areas, mainly in the service and industrial sectors, contributing to regional economic dynamism and diversification, and increasing the presence of financial intermediaries in the region.  The Program will also promote the increase of credit access for women-led enterprises. For eligible operations to be financed through the Program, they must comply with (i) the applicable environmental, social, and occupational health and safety standards of applicable Brazilian legislation; (ii) the IDB's Environmental and Social Policy Framework; and (iii) BNDES' Environmental and Social Management Policies and System. The Program will only finance eligible operations with low socio-environmental risk (category C, according to the IDB's Environmental and Social Policy Framework), excluding any finance operations that could be classified as medium or high socio-environmental risk (categories B and A, respectively, according to the IDB's Environmental and Social Policy Framework). 

BNDES sustainability criteria has an A1+ rating on Corporate Environmental, Social and Governance risk management[footnoteRef:4]. According to recent data, from 2015 to December 2023, BNDES has invested more than USD 26 billion in green economy[footnoteRef:5], corresponding to 41% of its loan portfolio[footnoteRef:6] (BNDES: Clima e Desenvolvimento) and avoided more than 113 Mt of CO² on the following sectors: energy (renewable energy),  public lighting (energy efficiency), urban mobility (rail and BRT), biofuels (production efficiency), solid waste (biogas utilization and biomethane production), transportation (less carbon-intensive modes), and forests (native).[footnoteRef:7]  [4:  	BNDES has been awarded a "Best in Class" rating for its environmental, social and governance (ESG) performance by Vigeo Eiris (V.E), a rating agency associated with Moody's Corporation. Among the 4,913 companies in the global ranking, BNDES is ranked 86th. In emerging markets, the Bank is ranked 4th among the 848 organizations analyzed. Source: V.E. 2021: https://api.mziq.com/mzfilemanager/v2/d/0a296115-dd7d-454b-ba26-369893ae3f0c/202bf86f-5259-02a4-d22e-19d5e10b8d3e?origin=2 ]  [5:  	For BNDES, Green Economy refers to operations with environmental objectives; operations supported by environmental lines, programs and funds of the BNDES; and/or operations in sectors considered to be socio environmental.]  [6:  	BNDES 2024. “Expenditures that contribute to emissions reductions.” Available at: https://www.bndes.gov.br/wps/portal/site/home/desenvolvimento-sustentavel/resultados/emissoes-evitadas/painel-desembolsos-ndc ]  [7:  	BNDES 2024. NDC Panel - our contribution to Brazil's emission reduction targets. Available at: https://www.bndes.gov.br/wps/portal/site/home/desenvolvimento-sustentavel/resultados/emissoes-evitadas ] 


BNDES will ensure that second-tier lenders rigorously screen all rural activity loans using a comprehensive set of criteria and deforestation alerts based on geospatial images provided by MapBiomas .  This screening process will be complemented by the Central Bank's regulatory requirements, particularly Resolution 3545, which mandates environmental compliance for loan approvals. This regulation has historically reduced deforestation by limiting financial support to non-compliant entities and can further strengthen the environmental integrity of this operation. Additionally, the integration of real-time monitoring technologies, such as MapBiomas, ensures effective enforcement of these regulations. This tool allows BNDES to analyze deforestation alerts using high-resolution imagery and generate reports on recent deforestation trends, including in Tier 2 operations. This process involves linking BNDES credit lines to rural property registrations in the National Rural Environmental Registry System (CAR), a mandatory step for loan approval. By leveraging this tool, BNDES can ascertain whether borrowers engage in deforestation activities both before and after receiving loans for subprojects.  It is important to highlight that financing from this operation will not accept any kind of deforestation. Brazilian Forest Code allows for 20% of properties in the Amazon biome to be cleared to enable agriculture and/or livestock production; however, Mapbiomas alert will be used to discontinue finance upon identification of any vegetation suppression. Further details about this tool can be found in Section 3 of this document titled "Counterparty-Based Assessment". The use of this tool will reinforce BNDES’ commitment to comply with national land regulations concerning deforestation. 
Moreover, BNDES aims to assess the extent to which these operations positively impact climate objectives. This will be monitored by analyzing changes in deforestation patterns within areas where rural credit was provided, using georeferencing with public satellite image data. A subset of beneficiaries of rural credit supported by the Program will be used to track these changes. Positive changes would include a decrease in deforested or degraded areas, or an increase in reforested or restored pastures or forests under management. Satellite images will also trigger alerts if deforestation or degradation is detected (refer to Annex 4 of the Rules of Operations -ROP).
Furthermore, in accordance with the Program’s ROP (see paragraph 10.3 pasted below), BNDES will prepare and present progress reports that identify climate, environmental, health and safety risks, along with their respective mitigation measures.  

“10.3 To comply with the Environmental and Social aspects, the Program will follow the requirements below:
a) Maximum amount of individual sub-loan: equivalent to US$ 500,000 for all loans directed to beneficiaries in the rural sector, except for those classified as low carbon agriculture sub-loans, which will be equivalent to US$ 1 million; the limit for all other sub-loans for non-rural beneficiaries will be equivalent to US$ 1 million.
b) All eligible operations must comply with the List of Exclusions Applicable to Program Financing (Appendix 1).
c) Only sub-loans financed through the products described in Section 4.1 will be considered Eligible Operations under the Program. If BNDES is interested in adding another product, it must first obtain IDB's non-objection, including a socio-environmental risk management assessment. The inclusion of a new product could result in new socio-environmental requirements.
d) Eligible climate-related investments must comply with the list in Annex 5. If BNDES wishes to add another investment type to the list, it must obtain the Bank's non-objection to evaluate possible additional socioenvironmental requirements.
e) BNDES will prepare and submit, as part of the Annual Progress Report, a report on the compliance of the financed portfolio with climate, environmental, health and safety aspects, with information on any risks identified, as well as the mitigation measures agreed with the Sub-Borrower and their degree of fulfillment, in the format defined in Appendix 2, Part 3.”

Finally, BNDES has established institution-wide strategies to support Brazil’s updated NDC and its target to reduce 48.4% GHG emissions until 2025 based on 2005 levels and to prevent increasing emissions from deforestation or agriculture (sectors responsible for 75% of Brazilian emissions in 2022). The most important BNDES’ public commitments[footnoteRef:8] on climate and development are: [8:  	BNDES, Climate and development: the BNDES' contribution to a just transition. Available at: https://www.bndes.gov.br/wps/portal/site/home/conhecimento/publicacoes/livros/clima-e-desenvolvimento ] 


· To align its operations with Brazil's NDC, both in decarbonization and adaptation, and with the National Adaptation Plan (PNA), directing capital to priority adaptation sectors and technologies, including working with municipalities and states on infrastructure projects and resilient urban development.
· To achieve carbon neutrality by 2050, considering scope 1-3 emissions, for direct, indirect, and variable income credit lines.
· To integrate climate risks into its environmental and social systems, focusing on climate adaptation in infrastructure projects to minimize flood and landslide impacts.
· To promote sustainability in the agriculture sector, including the sector's value chains, financing the use of bio-inputs and biofertilizers, and promoting the reduction of deforestation through low carbon agriculture[footnoteRef:9], such as crop-livestock-forestry integration. [9:  	According to EMBRAPA, Low-carbon agriculture is the agricultural activity that is able to reduce greenhouse gas (GHG) emissions through practices and technologies which are less carbon intensive, such as soil conservation, no-till farming, recovery of degraded pastures and Crop-Livestock-Forest Integration. Available at: https://www.embrapa.br/busca-de-publicacoes/-/publicacao/1101744/agricultura-de-baixo-carbono-tecnologias-e-estrategias-de-implantacao#:~:text=S%C3%A3o%20tecnologias%20como%20conserva%C3%A7%C3%A3o%20de,na%20vanguarda%20do%20agroneg%C3%B3cio%20mundial.] 

· To direct investments towards land use change and the forestry sector for the prevention, control, and monitoring of illegal deforestation in the Legal Amazon in an integrated and systemic way, to generate sustainable development, as well as recovery of degraded areas to restore and protect forests and watersheds.
· To promote industrial decarbonization through energy efficiency and renewable energy, replacing emissions intensive raw materials, as well as carbon capture and circular economy initiatives.
· In consistency to its exclusion policy[footnoteRef:10], since 2021, BNDES has not financed coal-fired power plants and has stopped financing thermal oil plants and coal mining to supply thermal power plants. [10:  	In the energy sector, the following activities are not supported: i) Generation of thermoelectric energy exclusively from mineral coal or oil derived from petroleum; ii) Production of mineral coal dedicated exclusively to thermoelectric plants. iii) Hybrid oil projects derived from petroleum with other renewable energy sources in isolated systems will be eligible for support. https://www.bndes.gov.br/wps/portal/site/home/desenvolvimento-sustentavel/sustainable-development/exclusion-and-conditional-support-list ] 

· The intention to begin monitoring CO2 emissions in direct investments: not only for emissions reduced but also emissions generated as part of the approval process of new projects.  




	Main approach to PA alignment of financial flows via financial intermediaries in this operation
	Transaction- based
	Counterparty based

	
	☒
	☒ 

	Justification: 

Both the Transaction and the Counterparty-based approaches have been applied to this operation. For the Transaction-based assessment, BNDES has provided a complete list of credit lines associated to eligible financial products and their distribution in the Program's relevant portfolio. BNDES defines a detailed list of positive activities for each credit line, which is publicly available on its website.

Following the Joint MDB methodology on Paris Alignment for financial institutions and the IDB Group sectoral guidance, the Counterparty-based assessment focused on BNDES commitment to low carbon and climate-resilient development, through the analysis of its capacities and processes to manage climate risks and promote green and climate finance; commitment to sustainable markets; and transparency of its sustainability performance.
 


1. Country climate and regulatory context
[image: ]

Figure 1: Sector Emissions in Brazil. Source: Sistema de Estimativa de Emissão de Gases (SEEG – 2023). Available at: https://plataforma.seeg.eco.br/ 
Greenhouse Gas (GHG) emissions in Brazil amounted to 2,318 Mt CO2eq in 2022. The figure shows that the agriculture sector contributed 27% of total national emissions in 2022, the Energy sector with 18% and the Land Use, Land Use Change and Forests (LULUCF) sector with 48%. The Industrial Processes and Product Use (IPPU) and Waste sectors contributed 3% and 4%, respectively. The figure above demonstrates that the only sector that increased emissions was agriculture, with a 3% increase. In general, total emissions have decreased 212 Mt CO2eq compared to the previous year.
Brazil's updated NDC confirms its absolute net GHG emission target for 2025, corresponding to a reduction of 48.4% from 2005 levels, and for 2030 a reduction of 53.1% from 2005 levels.[footnoteRef:11]  Brazil is one of the few countries to adopt a 2025 commitment as well as a 2030 commitment, what will allow for better monitoring of mitigation efforts throughout the decade.  [11:  Ministério do Meio Ambiente e Mudança do Clima - NDC – Ambição Climática Brasileira. Available at: https://www.gov.br/mma/pt-br/assuntos/mudanca-do-clima/NDC ] 

Currently, 30% of Brazil's territory is covered by protected areas, such as nature reserves and indigenous lands. Brazil's environmental laws require landowners to conserve 20-80% of their land and provide additional protection for fragile ecosystems. Approximately 50-60% of Brazil's territory is under some form of protection, including protected areas established under the Brazilian Forest Code. Nevertheless, the Brazilian government has decided to go beyond existing laws and policies by committing to achieve zero illegal deforestation by 2030, according to the Action Plan for the Prevention and Control of Deforestation in the Legal Amazon (PPCDAm).
Brazil is home to 64% of the Amazon biome, a key regulator of climate and hydrology, which contains 40% of the world's tropical forests and 25% of terrestrial biodiversity[footnoteRef:12]. Additionally, Brazil has a comprehensive and consistent legislative framework for biodiversity conservation and sustainable use. There are several regional policies and strategic plans that aim at guiding the sustainable development of the Legal Amazon. Therefore, the leading role in the conservation of the biome and in the fight against deforestation lies with Brazil.  [12:  Amazonia 2030. Fatos da Amazonia 2021. Available at: https://amazonia2030.org.br/fatos-da-amazonia-2021/#:~:text=A%20Pan%2DAmaz%C3%B4nia%20tem%20uma,em%2038%20milh%C3%B5es%20de%20habitantes. ] 

According to the OECD, promoting sustainable development and avoiding deforestation supports economic growth and involves many actions, which are an opportunity to increase productivity through sustainable development alternatives.[footnoteRef:13] This can be done through the creation of better jobs through productive investments by MSMEs and entrepreneurs, and through the promotion of the adoption of sustainable practices, particularly in agriculture and the bioeconomy. [13:  OECD - Putting Green Growth at the Heart of Development. Available at: https://www.oecd.org/dac/environment-development/Putting%20Green%20Growth%20at%20the%20Heart%20of%20Development_Summary%20For%20Policymakers.pdf  ] 

Brazil currently has a large amount of deforested land suitable for agriculture, reducing the need for additional deforestation. As the expansion of farmland has slowed and productivity has increased in recent years, companies across various sectors are becoming more aware of the need to invest in sustainability measures[footnoteRef:14]. This recognition is driving a shift toward practices that not only improve productivity but also enhance long-term competitiveness. A survey carried out by SEBRAE indicates that 91% of micro and small companies in Brazil consider that sustainability generates opportunities for new business models, 93% feel committed to the Sustainable Development Goals (SDG) and 67% are already adopting sustainable practices in favor of social justice and preservation of the environment. Moreover, 87% of firms report having deployed concrete measures to reduce energy costs, and, within these, substituting equipment and machinery for more efficient ones was reported by 68% of firms.[footnoteRef:15]  [14:   CPI 2024. Halting Deforestation through Finance: Regulatory Mapping of the Central Bank of Brazil]  [15:  SEBRAE, Available at: https://www.sebrae-sc.com.br/observatorio/analise-diagnostica-de-mercado/engajamento-dos-pequenos-negocios-em-sustentabilidade-e-aos-ods  ] 

The Brazilian Government, through the Low Carbon Agriculture Plan (ABC Plan) has allocated R$17 billion (around US$3,5 billion) to implement low carbon technologies (ABC technologies), between 2010-2020. The ABC technologies mitigate GHG emissions and combat global warming, being: 1) recovery of degraded pastures; 2) integration of crop-livestock-forest (ILPF) and agroforestry systems (SAFs); 3) no-tillage system (SPD); 4) biological nitrogen fixation (FBN); 5) planted forests; 6) animal waste treatment; and 7) adaptation to climate change[footnoteRef:16]. By 2020, the ABC Plan had exceeded its targets by 155%. The Ministry of Agriculture preliminary evaluations demonstrate that approximately 52 million hectares implemented some sort of ABC technology. The recovery of degraded pasture alone accounted for 26.8 million hectares, equivalent to the mitigation of around 154.38 million tons of carbon dioxide equivalent (Mt CO2 eq) in the period 2010-2018.[footnoteRef:17] The ABC plan, ended in 2020, and was replaced by ABC+, with the goal of achieving 72.68 million hectares of sustainable production by 2030, reducing agricultural carbon emissions by approximately 1.1 billion t CO2 eq[footnoteRef:18].   [16:  ABC technology refers to the low carbon sustainable practices within the ABC Plan, being:. Source: EMBRAPA. Agricultura de Baixa Emissão de Carbono. Available at: https://www.embrapa.br/tema-agricultura-de-baixo-carbono/sobre-o-tema#:~:text=O%20Plano%20ABC%20%C3%A9%20uma,e%20combate%20ao%20aquecimento%20global.]  [17:  AGROICONE. ABC+ 2020-2030 O Que Esperar Para o Próximo Decênio. Availabel at: https://www.agroicone.com.br/wp-content/uploads/2022/07/Revista-Agroanalysis_maio2022.pdf ]  [18:  EMBRAPA. Mapa Apresenta Metas e Tecnologias de Produção Sustentável para o Plano ABC+. Available at: https://www.embrapa.br/busca-de-noticias/-/noticia/65572858/mapa-apresenta-metas-e-tecnologias-de-producao-sustentavel-para-o-plano-abc ] 

To facilitate the transition from conventional to low carbon agriculture, producers need to increase their access to investment financing. According to “The New Amazon Economy”, developed by WRI, halting deforestations, managing land use, promoting low-carbon technologies, and reducing rural inequalities are ways of ending the indiscriminate use of land in the Amazon. The study has estimated that an additional US$88 billion of investment will be needed in the sector by 2050. For agriculture, the total would be US$153 billion, US$31 billion more than maintaining the current investment pattern. For livestock, the total would be US$127 billion, US$58 billion more.[footnoteRef:19] However, producers in the Amazon have less access to credit than the rest of the country, with 4.8% of rural credit lines in the 2019/2020 agricultural year, compared to 26% in the rest of Brazil, according to a study by the Climate Policy Initiative (CPI)[footnoteRef:20]. Historically, the participation of the Amazon biome in rural credit has been very low, as shown in the chart below. Over the past two decades, on average, just 7.5% of the number of contracts and 6.3% of the value of rural loans went to Amazonian producers.  [19:  WRI. The New Amazon Economy. Available at: https://www.wribrasil.org.br/noticias/nova-economia-da-amazonia-requer-investimentos-de-r-14-trilhao-para-agricultura-e-pecuaria]  [20:  CPI. 6 Peculiaridades do Crédito Rural na Amazônia: Nova Pesquisa Mostra Restrições a Crédito e Uso Extensivo da Terra na Agropecuária. Available at: https://www.climatepolicyinitiative.org/wp-content/uploads/2021/05/Insight-6-Peculiarities-of-Rural-Credit-in-the-Amazon.pdf] 
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Figure 2. Source: Climate Policy Initiative

Another study, conducted by the World Resources Institute (WRI Brazil) and New Climate Economy (NCE), demonstrate that the transition to a low-carbon economy could boost Brazil's economic growth and reduce carbon emissions by up to 33%[footnoteRef:21]. The same study also shows that investments in greener industry, agriculture and energy could generate an additional US$325-525 billion in GDP and a net increase of more than 2 million jobs over the next decade, while reversing damage to Brazil's environmental reputation and improving access to international investment and green bonds. Economic support for MSMEs in the Amazon will promote sustainable economic development and improve communities’ livelihoods, both in urban and rural areas. Additionally, an environment that facilitates the incorporation of technological advances, directs them toward increased productivity, lower emissions, and adaptive measures. Thus, the spilling over impact throughout the economy will create more jobs, alleviate poverty, reduce the pressure to open new forest areas, and provide a more climate resilient economy. [21:  Pinheiro, B. et al. A New Economy for a New Era: Elements for Building a More Efficient and Resilient Economy in Brazil, WRI (2021).] 

Command and control strategies have been used in the fight against deforestation, but they have limitations in terms of effectiveness. According to CPI, a comprehensive approach is needed, including regulating land tenure and providing financial incentives to conserve and adopt sustainable agricultural practices. In this context, agricultural activities and deforestation are closely linked to Brazil's national rural credit policy, centered on the Brazilian Agricultural Plan (Plano Safra), the main policy to support agriculture in Brazil through subsidies that improve financial conditions and direct private bank resources to rural finance. Evidence shows that rural credit reduces total agricultural area without increasing deforestation and has a positive impact on agricultural productivity. These gains are mainly associated with lending to small farmers, who face greater credit constraints[footnoteRef:22].  [22:  CPI 2024. Halting Deforestation through Finance: Regulatory Mapping of the Central Bank of Brazil] 


Moreover, investments in low-carbon agriculture in the Amazon Region can support the fight against climate change while ensuring food security by reducing GHG emissions, avoiding deforestation, and supporting adaptation to climate change through more resilient agricultural production.

Hence, this operation might be an opportunity for BNDES to increase financial flows to sustainable agriculture production while preventing deforestation, as the financial and banking sector have an important role in financing low carbon agriculture activities.

2. Transaction-based assessment of the operation with the goals of the Paris Alignment
2.1 Alignment with adaptation goals of the PA (assessment based on materiality and risks) 

a. Simplified assessment. Consistent with the responses provided at ERM, please indicate whether the transaction qualifies or not for a simplified assessment of alignment with PA adaptation goals:  
​​☐ Yes
☒ No 
IF YES: please explain how the team validates the operation does not undermine countries’ NDC, NAP and transition towards a climate resilient pathway.  

If it did not qualify for a simplified assessment, please continue to section b. 
b. Specific assessment. If the operation/transaction does not qualify for a simplified assessment (2.1.a), please answer: 
Will a significant portion of financial flows be expected to reach sub-projects or sub-borrowers in sector/location combinations that may be materially exposed to physical climate risks? And if so, does the counterparty commit to making verifiable improvements on physical climate risk management, specifically focusing on any materially exposed sector(s) being financed with resources of this IDB operation?
​​☒ YES – aligned. 
​​☐​NO (not aligned) 	

Justification/description: 

The Program covers both urban and rural financial operations in the Legal Amazon region. The maximum amount per sub-loan for rural areas is US$500.000 for regular credit lines, except for low carbon agriculture[footnoteRef:23] investments, which should not exceed US$ 1 million, and, US$1 million for urban areas. [23:  Climate positive investments are described as all financing that is directed towards the reduction of greenhouse gas emissions and the corresponding net positive climate benefits.] 


The estimation of the potential portfolio, obtained from data on occupation by economic sector in Legal Amazon Region is as follows: 46% services, 21% commerce, 17% agriculture, 9% industry and 7% construction.

BNDES is committed to apply climate risk mitigation measures, such as an exclusion list and a positive list of eligible activities to comply with the risk profile that has been set for the operation: low socio-environmental risk, Category C, according to IDB's Environmental and Social Policy Framework.

Agriculture is susceptible to physical climate risks and transition risks. Regulatory or legislative changes, new technologies, market changes and reputational issues can create transition risks. Physical risks can be severe, occurring with high intensity over a short period of time, or chronic, occurring with lower intensity over time. 

With a focus on managing those risks, BNDES will use: i) MapBiomas, ii) eligibility and exclusion criteria, and iii) BNDES’ environmental and social management systems. Those risk monitoring tools will be applied to all BNDES operations, including Tier 2. MapBiomas will be the main tool to ensure that loans granted to rural landowners will not be allocated to agricultural models generating potential areas of irregular deforestation. It operates by georeferenced satellite imagery detecting deforestation patterns and gives an alert to either prevent financing to farmers involved in illegal deforestation or suspend financing in areas where native forest is being illegally cleared. In addition, access to BNDES credit is exclusively directed to producers in accordance with the Forest Code, which requires the preservation or restoration of native vegetation on private lands.  

In addition, the Central Bank of Brazil has published a set of regulations that strengthen the rules for managing social, environmental and climate risks and for drawing up the Social, Environmental and Climate Responsibility Policy (PRSAC) by all the institutions that form part of the National Financial System (SFN). It is important to highlight that all Brazilian financial institutions need to comply with those regulations, and BNDES has incorporated the PRSAC policy in June 2022. The Central Bank's regulations explicitly consider both physical and transitional climate risks. A CPI study[footnoteRef:24] estimates that the Central Bank Resolution 3,545, requiring borrowers to be in compliance with environmental regulations, has prevented the deforestation of over 2,700 Km² of forest, reducing deforestation by 15% between 2008 and 2011.  [24: ] 


Directing investments to the agricultural sector will be important as the adoption of low carbon agriculture can not only mitigate emissions, but also make the food production systems more resilient to climate change. For instance, agroforestry, no tillage, integrated systems, recovery of degraded areas and forest conservation are examples of practices that promote carbon sequestration, as it improves soil structure, water retention, and nutrient cycling[footnoteRef:25]. The improvement of soil health makes it more resilient to extreme weather events, as it can tolerate better moisture fluctuations and maintain productivity under stress, which also avoids deforestation by offsetting the traditional expansion that replaces depleted land[footnoteRef:26]. Low carbon agriculture will be extremely important to ensure that the growing demand for food, expected to reach a 60% increase by 2050[footnoteRef:27], will be met without harming the environment. Thus, ensuring the long-term sustainability and productivity of farming systems. [25:  WRI. Papel do Plano ABC e do Planaveg na Adaptação da Agricultura e da Pecuária às Mudanças Climáticas. Available at: https://www.wribrasil.org.br/sites/default/files/AF_WRI_WorkingPaper_MudancasClimaticas_ajustado_DIGITAL_23junho.pdf]  [26:  WRI. Expandir uma agricultura sustentável torna os produtores mais resilientes às mudanças do clima. Available at: https://www.wribrasil.org.br/noticias/expandir-uma-agricultura-sustentavel-torna-os-produtores-mais-resilientes-mudancas-d]  [27:  FAO. Addressing Agriculture, Forestry and Fisheries in National Adaptation Plans. Available at: https://openknowledge.fao.org/server/api/core/bitstreams/7a7e83f3-467a-4784-8020-a6a322a1d246/content] 


This operation will not only create a more resilient production system, but also support the economic development in the legal Amazon, as deforestation and the degradation of ecosystem services affect the performance of production activities themselves. A study carried out by WRI estimates that more than 97% of agricultural land and almost the totality of pastureland in the legal Amazon depends exclusively on rain-fed irrigation and that pollination, rainfall and climate regulation services provided by forests to Brazilian agriculture are estimated to be worth around US$30 billion per year, a figure similar to the agricultural subsidies in Japan.[footnoteRef:28] The resilience and adaptability of agriculture will increase in the same proportion as the availability of ecosystem services.  [28:  WRI. Nova Economia da Amazonia requer investimentos de R$1,4 trilhão para agricultura e pecuária. Available at: https://www.wribrasil.org.br/noticias/nova-economia-da-amazonia-requer-investimentos-de-r-14-trilhao-para-agricultura-e-pecuaria] 


The low carbon agriculture can triple the average productivity of cattle ranching without deforestation by adopting techniques that already exist in the region, such as pasture rotation and crop-livestock-forest integration.[footnoteRef:29] This was reiterated by Brazil's Minister of the Environment, Marina Silva, during a panel discussion at the World Economic Forum 2023 in Davos. Silva said that Brazil has the capacity to double agricultural production without cutting down any more trees. She stressed the need to protect the environment, but also to fight against inequality, especially in the Amazon region[footnoteRef:30], which is rich in biodiversity and has the second lowest human development index in Brazil, with up to 47% of the population living in poverty (less than US$7 a day) and 12% in extreme poverty (less than a US$1 a day)[footnoteRef:31].  [29:  IPAM Amazonia, É Possível Aumentar a Produtividade Agropecuária sem desmatar. Available at: https://ipam.org.br/aumentar-produtividade-agropecuaria-sem-desmatar-amazonia-e-possivel-e-necessario/#:~:text=Segundo%20pesquisa%20do%20Imazon%20(Instituto,integra%C3%A7%C3%A3o%20lavoura%2Dpecu%C3%A1ria%2Dfloresta.]  [30:  MMA. Marina Silva defende proteção ao meio ambiente e combate à desigualdade. Available at: https://www.gov.br/mma/pt-br/assuntos/noticias/marina-silva-defende-protecao-ao-meio-ambiente-e-combate-a-desigualdade]  [31:  IPEA. Desenvolvimento Humano nas Macros Regiões Brasileiras. Available at: https://repositorio.ipea.gov.br/bitstream/11058/6217/1/Desenvolvimento%20humano%20nas%20macrorregiões%20brasileiras.pdf] 

More specifically, the agricultural sector plays a fundamental role in achieving the climate goals of the Paris Agreement. Through low carbon agricultural technologies, the sector can contribute to mitigate GHG emissions and promote carbon capture and storage in soils and forests.  
2.2 Alignment with mitigation goals (assessment based on targeted use of proceeds)
a. Simplified assessment. Consistent with the responses provided at ERM, please indicate whether the transaction qualifies or not for a simplified assessment of alignment with PA mitigation goals:  
☐ Yes
☒ No 
IF YES: Explain how the team validates this operation does not undermine countries’ NDC, LTS and transition to long-term low-GHG emissions pathways nor lead to lock-in of carbon-intensive patterns. (Note: in the case of transactions under universally aligned activities, please list the categories under which it can be considered as such): 
______________________________________________________________________________________

b. Specific assessment. If the operation/transaction does not qualify for a simplified assessment (2.2.a), please answer:  
Will the counterparty commit to a progressive strengthening, during the tenor of the investment, of its risk management systems and processes [e.g. ESMS, Risk Management] so they can mitigate, manage, and reduce the specific transition risks identified for this particular operation? (Note: For this purpose, it is necessary to take into account the environmental and social safeguards and the IDB Group Sector Guidance).  

☒YES (aligned, assessment complete)
☐NO (not aligned)

Justification/ description: ____________________________________________________________


In 2022, BNDES revised its financing exclusion list. In addition to not supporting the generation of thermoelectric power exclusively from coal or petroleum-derived oil, BNDES does not support investments related to the use of petroleum-derived oil in hybrid projects within the National Integrated System (SIN), nor the portion of investments related to the use of petroleum-derived oil in hybrid projects in isolated systems, please see below BNDES’ exclusion list per relevant sector:

	Agriculture

	· The purchase of animals for resale is not eligible.
· Cattle farms will only be supported for the production of calves.
· Agricultural companies must be registered in the Rural Environmental Registry (CAR), as specified in the Rural Credit Manual.
· Fishing enterprises will be required to have the General Fishing Activity Registry (RGP), and if financing extractive fishing vessels, a Prior Fishing Permit (PPP) will also be required, as specified in the Rural Credit Manual.
· Support will not be allowed for projects that involve fishing during prohibited periods or in places prohibited by the competent authority; fishing for species that must be preserved or for specimens smaller than those authorized; fishing in quantities greater than those authorized; the use of devices, equipment, techniques and methods that are not authorized; and the transportation, marketing, processing or industrialization of specimens from prohibited collection, harvesting and fishing, as provided for in Law No. 9,605 of February 12, 1998 - Environmental Crimes Law.
· Support will not be granted to projects that involve fishing with the use of explosives or substances that produce a similar effect when in contact with water, toxic substances, or any other means prohibited by the competent authority, as set forth in Law No. 9,605 of February 12, 1998 - Environmental Crimes Law.
· Companies containing genetically modified organisms must have a Biosafety Quality Certificate issued by CTNBio, in accordance with the provisions of Law No. 11.105 of 24.03.2005.
· It is forbidden to grant loans under PRONAF in relation to tobacco production carried out in partnership or integration with tobacco industries, except in cases where the loan is intended for crops other than tobacco, to promote the diversification of the family unit's income-generating activities.


	Mining

	· Mining companies involving rudimentary mining or garimpo processes.
· Mining and working asbestos (CNAE 0899-1/03)
· Projects located in areas that are fully protected, as established in the Socio-Environmental Policy of the BNDES for the Mining Sector.
· Other criteria and conditions established in the BNDES Socio-Environmental Policy for the Mining Sector must be met.

	Timber

	· Business using wood as their main raw material may be supported provided that the wood comes from planted forests; if the wood comes from native forests, support will be conditional on the existence of a sustainable forest management plan approved by the competent environmental authority and forest certification, or chain of custody certification issued by an independent, publicly accredited body.
· Business related to the exploitation of primary vegetation or native species may be supported if there is a sustainable forest management plan approved by the competent environmental authority and forest certification issued by an independent body with public credibility.


	Energy

	· Thermoelectric power generation using only mineral coal or oil derived from petroleum (CNAE 3511-5/01);
· Electricity generation in hybrid renewable energy projects using oil derived from petroleum outside isolated systems.
· Investments related to the part of thermoelectric electricity generation using oil derived from petroleum (CNAE 3511-5/01) in hybrid projects using oil derived from petroleum with renewable energy sources in isolated systems; and
· Mineral coal production dedicated exclusively to thermoelectric power plants.


	Steel Industy

	· Enterprises related to the iron and steel production sector may be financed if the wood and coal used as energy and raw materials in the production process of the enterprises are from reforestation (chain of custody certification).


Regarding this operation, BNDES also commits to apply IDB’s environmental and social exclusion list, as established in Annex 1 of the ROP:
I. Thermal coal mining and coal-fired power plants and associated facilities.  [CNAE subclasses 0500-3/01, 0500-3/02, 3511-5/01, 3512-3/00]
II. Upstream oil exploration and development projects.  [CNAE codes 0600-0/01, 0910-6/00]
III. Upstream gas exploration and development projects.  [CNAE codes 0600-0/01, 0910-6/00]

Besides, activities that may be subject to carbon lock-in and/or transition risks will be screened, and these risks managed. 

The agriculture sector, which contributed 27% of total emissions in 2022 (48% if land use change is added)[footnoteRef:32], generates a lot of emissions and has a higher risk of deforestation. The operation will prioritize low carbon agriculture, by ensuring that 20% of its agricultural credit will be channeled through RENOVAGRO, which only finances low-carbon agriculture activities. This is in addition to other rural credit lines, such as PRONAMP, which also includes low-carbon agriculture, such as reforestation and restoration of degraded pasture. It's important to note that the BNDES has an individualized control of the items that are financed. Therefore, it makes sure that the financing is aligned with the purpose of the line offered by the first-tier institution. In order to increase the mitigation of deforestation risks, this operation does not finance working capital and therefore does not allow the acquisition of livestock, even in the context of low-carbon investment projects, such as integrated systems that intensify production and reduce greenhouse gas emissions.  This will be done in part, but not exclusively, through the list of eligible activities, as stated in Climate Finance section and the Annex 5 of the ROP.  [32:  Sector Emissions in Brazil. Source: Sistema de Estimativa de Emissão de Gases (SEEG – 2023). Available at: https://plataforma.seeg.eco.br/] 


To access RENOVAGRO credit line, the producer must present an investment project complying with a set of eligibility criteria. It is important to hire technical assistance to prepare and carry out the project, which can be financed by the RENOVAGRO program. This is an eligibility condition to access the credit line with all financial institutions, including Tier 1 banks - which transfer funds directly to the final beneficiary. The investment project must include:

1. Identification of the property and its total area
2. Descriptive sketch and history of use of the area to be financed containing at least 4 points on the perimeter by GPS. 
3. Proof of soil analysis
4. Agricultural, agro-forestry or forestry plan, as appropriate, for the project area.
5. A management plan approved, by the competent environmental authority, for funding that includes the implementation of sustainable forest.
6. For conversion to organic production: declaration of the conversion project issued by the certifier.
7. For certified producers: registration in the National Register of Organic Producers
8. Justifications for linking funding to RENOVAGRO credit line must be detailed in the project. For example, the need for ABC recovery to increase productivity on the property.
9. Description of the infrastructure available on the property, machinery, equipment, and vehicles.
10. Current composition of the herd and/or current agricultural production, i.e. information to assess how farming is carried out on the property.
11. Flow of agricultural and non-agricultural costs and income (rent, lease, etc.) on the property.
12. Flow identifying the ability to pay financing.

It is necessary to mark the perimeter of the property and within it identify the area to be benefited by the investment. In addition, it is necessary to include the historical of use of the area (e.g. crops that have been planted in the area, and crops currently covering the area). This supports Mapbiomas to track the area and identify any deforestation.
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Description automatically generated]
Figure 3: Source Agroicone. 

Indirect potential deforestation impacts related to the expansion of agricultural production through finance for agricultural inputs will be managed by Mapbiomas, which allows BNDES to analyze deforestation alerts using high-resolution imagery and generate reports on recent deforestation trends, including in Tier operations. It has been put in place in February 2023, as a tool that ensures that loans granted to rural landowners are not directed to areas of irregular deforestation. This control is carried out through a platform and monitors all Brazilian biomes in real time using high-resolution satellites and generates alerts and reports with images before and after deforestation. 

According to its single component this operation will channel finance to: (i) MSMEs operating in the primary sector, investing in the deployment of sustainable practices, mainly entrepreneurs in rural areas; and (ii) MSMEs in the services and industry sectors in urban areas seeking to expand operations and employment, both in the Amazon Region. 

Agriculture in Brazil is growing faster than the rest of the economy. In 2022, the agribusiness GDP in Brazil was R$ 2.6 trillion - equivalent to 25% of the national GDP, being also very important in the legal Amazon. According to WRI's New Amazon Economy study, agricultural production in the Legal Amazon accounted for about 13% of the region's GDP and 8% of the national GDP in 2015. 

Economic support for MSMEs in the Amazon will promote sustainable economic development and improve communities’ livelihoods, both in urban and rural areas. Additionally, an environment that facilitates the incorporation of technological advances, directs them toward increased productivity, and spreads their impact throughout the economy will create more jobs, alleviating poverty and reducing the pressure to open new forest areas. According to a study conducted by the World Resources Institute (WRI Brazil) and New Climate Economy (NCE)[footnoteRef:33], the transition to a low-carbon economy could boost Brazil's economic growth and reduce carbon emissions by up to 33%. The same study also shows that investments in greener industry, agriculture and energy could generate an additional US$325-525 billion in GDP and a net increase of more than 2 million jobs over the next decade, while reversing damage to Brazil's environmental reputation and improving access to international investment and green bonds. [33: ] 


Additionally, firms are increasingly becoming aware of the need to invest in measures to improve sustainability and productivity for competitiveness. A survey by SEBRAE indicates that 91% of micro and small companies in Brazil consider that sustainability generates opportunities for new business models, 93% feel committed to the Sustainable Development Goals (SDG) and 67% are already adopting sustainable practices in favor of social justice and preservation of the environment. Moreover, 87% of firms report having deployed concrete measures to reduce energy costs, and within these, substituting equipment and machinery for more efficient ones was reported by 68% of firms.[footnoteRef:34] [34: ] 

3. Counterparty Assessment 
For this approach, the IDB has reviewed BNDES policies, frameworks, and public commitments on climate, as well as procedures to avoid deforestation. 

BNDES is one of the financial institutions with the highest standards of sustainability, ranked 4th out of 848 organizations in emerging markets[footnoteRef:35], having the socio-environmental and climate change agenda as an integral part of its operations. It was the first domestic bank to issue green bonds and in 2021, it has launched its Sustainability Bond Framework, expanding the bank's financing capabilities through green, social, and sustainable bonds in Brazil and abroad.  Regarding its commitments to green investments, BNDES has invested more than USD 23 billion in green economy since 2015, the number goes as high as USD 49 billion if ESG is considered, and has intensified the integration of environmental, social and climate aspects in its governance and strategy. In addition, 41% of its loan portfolio (September 2022 data) is focused on the green economy and 68% in ESG[footnoteRef:36]. [35:  BNDES, Sustainable Markets. Available at: https://www.bndes.gov.br/wps/portal/site/home/desenvolvimento-sustentavel/sustainable-development ]  [36:  BNDES. Climate and Development – The BNDES Contribution to a Just Transition. Available at: https://web.bndes.gov.br/bib/jspui/bitstream/1408/22606/1/PRFol_BNDES_Climate%20and%20deevelopment%202022.pdf ] 


In addition, BNDES will need to comply with several Central Bank norms aimed at helping financial institutions identify, measure, assess, monitor, control, and mitigate social, environmental, and climate risks, including deforestation. One of these, Resolution 3545, requires borrowers to adhere to environmental regulations. This resolution has significantly reduced deforestation, contributing to a 60% decrease in deforested areas from 2008 to 2011[footnoteRef:37]. [37:      CPI. Halting Deforestation through Finance: Regulatory Mapping of the Central Bank of Brazil] 

The green investments on: energy, forestry, urban mobility, biofuels, public lighting, solid waste, and transport sectors have contributed, since 2015, to the mitigation of 86.6 million tons of CO2e over their lifetime (equivalent to the emissions from the car fleet of the city of São Paulo (SP) for 32 years)[footnoteRef:38]. [38: ] 


In addition to its green economy and ESG portfolio, BNDES manages two of the most important climate and forest funds in Brazil: i) the Climate Fund, created in 2009 to reduce GHG emissions and adapt to climate change impacts, and ii) the Amazon Fund, the world's largest REED+ fund. The latter has resumed in 2023 after 4 years of inactivity, its Steering Committee (COFA) has been reinstated and project analysis is back on track. Launched in 2008, the Amazon Fund is an important financial instrument for the prevention, monitoring, and control of deforestation. With a total of US$1 billion (R$ 5.4 billion), the projects financed by the Fund support the conservation and sustainable use of the legal Amazon.

Currently, the climate agenda is a strategic and cross-cutting part of all BNDES activities contributing to Brazil's NDCs and the just transition. BNDES established several climate-related corporate and sector indicators, such as the number of green economy operations approved, the value of carbon credits purchased, the increase in installed renewable energy capacity, and the number of sectors reported in BNDES NDC Panel, including information on disbursements for projects supported in those sectors, as well as performance indicators for these projects, in addition to emissions avoided. The data showcase the Bank's effectiveness in the fight against climate change in Brazil. In 2022, BNDES increased its ambition to make the Bank a leader in a just transition to a carbon-neutral economy with reduced social inequalities, by developing a Climate Strategy.

This Climate Strategy includes a commitment to become carbon-neutral by 2050 (considering scopes 1-3, for direct, indirect, and variable income portfolio). To achieve these climate transition commitments, transversal strategies, and strategies specific to key sectors (energy, logistics, urban mobility, land use, land use change, forestry, agriculture, industry, and sanitation) were outlined. Transversal strategies include seeking the engagement of companies and financial institutions that on-lend the BNDES’s resources, both in relation to the preparation of GHG emission inventories, as well as the definition of transition goals and strategies for emission neutrality and incorporation of good practices related to climate. 

They also provide for the supply of financial products that promote investments in transition and climate resilience and the advancement in the incorporation of emission inventories and climate aspects in the structuring of infrastructure projects and privatization, the BNDES adaptation strategy. It establishes that they will act in line with the National Adaptation Plan (PNA), directing capital to priority adaptation sectors and technologies. The strategy includes the following topics:
i. Act in line with the National Adaptation Plan (PNA) to channel capital to priority adaptation sectors and technologies.
ii. Support the development and implementation of adaptation-oriented infrastructure plans for municipalities and provinces, especially in the most vulnerable urban areas.
iii. Promote climate-resilient urban development projects aimed at adapting communities and states, focusing on nature-based solutions.
iv. Incorporate climate risk reduction measures, especially for physical risks related to flooding, inundation, and landslides, into the modeling of infrastructure projects.

Additionally, to having a climate agenda aligned with Brazilian policies, BNDES has put in place a tool to detect and mitigate the risk of financing beneficiaries whose activity could be associated or lead to deforestation – MapBiomas, as explained in the previous section. 

MapBiomas has been put in place in February 2023, as a tool that ensures that loans granted to rural landowners are not directed to areas of irregular deforestation. This control is carried out through a platform and monitors all Brazilian biomes in real time using high-resolution satellites and generates alerts and reports with images before and after deforestation. 

From February to October 2023, the information generated by MapBiomas has helped BNDES to reject 58 loan applications totaling BRL 24.8 million (USD 5 million) for deforested rural properties in 14 states, covering 948 hectares (equivalent to 1,300 soccer fields). Another important factor to consider is that the tool monitors the owner, not the property involved. This means that if a landowner has land that has been deforested illegally or has other irregularities, he or she will not be approved for funding. The fully automated integration of MapBiomas data into BNDES' operational platform allows the bank to monitor signs of deforestation on properties related to rural credit transactions that have been already signed. As of February 2023, rural credit can only be approved for properties where there is no evidence of illegal deforestation.

The monitoring framework will use compliance and monitoring mechanisms to ensure the ongoing management of environmental and social risks throughout the life cycle of the project. The use of geospatial technology for real-time monitoring (Mapbiomas) will enhance the enforcement of environmental regulations and support the goals of sustainable development.

The institution states that climate urgency must permeate all its actions and be incorporated into the national development approach so that concrete steps can be taken to promote a truly just transition for the Brazilian economy.

Strategies for agriculture, include the i) promotion of sustainability in the sector's value chains, ii) financing the use of bio-inputs and biofertilizers, and iii) promoting the reduction of deforestation by promoting crop-livestock-forestry integration systems. In the direct operations of the sector, it will invest in the production and use of biofuels and in the reduction of carbon and methane emissions associated with bovine livestock, in addition to supporting the increase of productivity through the adoption of new technologies, reducing the pressure for the opening of new productive areas.

Land-use change and forestry strategy include investments in prevention, control, and monitoring of illegal deforestation in the Legal Amazon in an integrated and systemic way, to generate sustainable development, as well as recovery of degraded areas to restore and protect forests and watersheds.

BNDES also applies Environmental Criteria for Indirect Operations in these sectors, as outlined below:
· The need of environmental license for investment projects.
· Rural Environmental Registry (CAR): registration cannot be canceled or suspended.
· Non-compliance with environmental embargoes.
· No current embargoes on the economic use of illegally deforested areas in the Amazon Biome.
· No total or partial overlap with Conservation Units, indigenous lands, quilombola territories; and
· No credit for properties with deforestation alerts without a Vegetation Suppression Authorization (ASV), a Degraded Area Recovery Project (PRAD), a Conduct Adjustment Agreement (TAC) or similar document capable of proving the regularity of the situation.

Energy sector strategy includes: i) supporting the decarbonization of Brazil's energy matrix through energy efficiency projects, ii) producing and using biogas and biomethane, and iii) renewable energy generation, including structuring green hydrogen.

For logistics and urban mobility, the strategy includes electrification and the use of renewable energy, as well as promoting high-capacity, low-emission urban transport, including cycling infrastructure, and supporting low-carbon logistics. 

For the industry strategy, it will act to promote decarbonization from energy efficiency and use of renewable energies, replacement of raw materials by alternatives of lower intensity of GHG emissions, as well as carbon capture and circular economy initiatives.

And for the sanitation sector strategy, BNDES will promote projects that expand access to services and contribute to reduce social and regional inequalities, invest in actions to capture, and use methane, use biogas, and initiatives for zero generation of waste and composting on a macro scale.

BNDES is also committed to the transparency of its operations, the Bank has gathered all the documents required by TCU Normative Instruction 84/2020, CGPAR Resolution 05/2015, Laws 12.527/2011 and 13.303/2016, and other applicable regulations, in order to facilitate access by citizens, regulators and other interested parties. Additionally, it created a channel for dialogue with society called BNDES Aberto, to develop actions to improve transparency, efficiency, management practices and processes, to find explanations on controversial issues and to have a transparent dialogue on the Bank's operations.

Furthermore, BNDES has a solid record of participating in partnerships and multisector forums that promote climate finance. BNDES is a member of the International Development Finance Club (IDFC), a network of development banks aimed at intermediating resources, providing expertise, and fostering cooperation to achieve the Sustainable Development Goals (SDGs) and implement the Paris Agreement.

[bookmark: _Hlk150262577]In addition to the BNDES institutional capacity on delivering a decarbonization pathway, IDB will provide technical support to BNDES on the development of a sustainable finance taxonomy and investment framework, which will enable BNDES to map, identify and evaluate sustainable finance and climate-positive investment opportunities more effectively.

[bookmark: _Ref150434825]IDB will also offer continued support to BNDES’ climate initiatives and procedures. For instance, through the IDB’s Amazonia Forever, a holistic umbrella program for sustainable development in the region, working together to conserve forests, combat climate change, and provide economic alternatives to improve people's quality of life. Both institutions signed a letter of intent to move forward with the proposed program as part of their continued support for the Amazon climate and alternative sustainable economic activities. 

Finally, this Program is also being developed under the framework of the Green Coalition for the Amazon, an initiative proposed by BNDES and the IDB to coordinate efforts among public development banks aiming to support the sustainable development of the region.
[bookmark: FC]4. Climate finance (if applicable) 
A target of at least 20% of the operation's resources dedicated to activities classified as climate finance was agreed with the BNDES team. It is important to note that eligible activities under this operation, including RENOVAGRO, excludes working capital and costing of farming activities, as detailed in the table 2. [footnoteRef:39] [39:  Working capital is the money used to fund daily operations. It will not eligible under this operation to mitigate the risk of lack of visibility of the use of the loans and its performance across the MSMEs.] 

This was based on a commitment to channel 20% of the operations financing through RENOVAGRO, which finances exclusively low carbon agriculture, with the following targets:
· reduce greenhouse gas emissions from agricultural activities.  
· Reduce deforestation.
· Increase agricultural production on a sustainable basis. 
· To adapt rural properties to environmental legislation
· To increase the area of managed forests.
· Promote the restoration of degraded areas.

The 20% target was agreed after an analysis of SAFRA Plan’s increase, along with the Central Bank’s Green Credit Bureau which increases the benefit (greater indebtedness) if the activity is aligned with low carbon agriculture. The Safra Plan offers various lines of rural credit, including RENOVAGRO, which has additional benefits for low carbon agriculture, having the lowest interest rate for corporate agriculture (7% a.a), thus, increasing the capital consumption for this type of credit line. 
The Safra Plan is a federal government program to support the agricultural sector. It offers credit lines, incentives, and agricultural policies for rural producers, from family farmers to large producers. As the main instrument of Brazilian agricultural policy, the Safra Plan is crucial for sustainable development, establishing credit lines aimed at ensuring financing for crop production and product commercialization. The goal of the agricultural policy has been to assist producers in dealing with difficulties and uncertainties. Given its relevance to agricultural practices and land use, it is essential to fully align the Plan with Brazil’s climate goals, and to link its portfolio to low-carbon emission practices, such as the credit lines provided by RENOVAGRO.

The Plan’s fund availability has increased 17% in 2023/2024 compared to the previous year (USD 92 billion, against a USD 68 billion), and a 30% increase is foreseen for the 2024/2025 Plan, a proposal of USD 117 billion[footnoteRef:40] has already been submitted to the government.   [40:  CNA. Plano Agrícola e Agropecuário 2024/2025. Available at: https://cnabrasil.org.br/publicacoes/plano-agricola-e-pecuario-2024-2025#:~:text=A%20Confedera%C3%A7%C3%A3o%20da%20Agricultura%20e,R%24%204%20bilh%C3%B5es%20para%202025.  ] 

According to the Ministry of Agriculture, RenovAgro had a disbursement of USD 750 million in the 2022-2023 period[footnoteRef:41]. Up to March 2024, RenovAgro, signed contracts worth USD 1 billion, an increase of 41% compared to the same period of the previous harvest.[footnoteRef:42] The government increase to SAFRA Plan and the rise in the uptake of RENOVAGRO, matches BNDES compromises to support the activities such as the restoration of biomes, the development of low carbon production chains and the granting for forest conservation. For the period 2017-2021, BNDES has disbursed USD 600 million for this agenda[footnoteRef:43]. These projects include reimbursable and non-reimbursable amounts for native and planted forests.  [41:  MAPA. Aplicação do crédito rural da safra 2022/2023 somou R$ 344 bilhões. Source: https://www.gov.br/agricultura/pt-br/assuntos/noticias/aplicacao-do-credito-rural-da-safra-2022-2023-somou-r-344-bilhoes#:~:text=O%20Programa%20para%20a%20Adapta%C3%A7%C3%A3o,R%24%203%2C75%20bilh%C3%B5es. ]  [42:  MAPA. Em oito meses o desembolso do crédito rural chega a R$ 293,1 bilhões. Source: https://www.gov.br/agricultura/pt-br/assuntos/noticias/em-oito-meses-o-desembolso-do-credito-rural-chega-a-r-293-1-bilhoes ]  [43:  BNDES. Clima e Desenvolvimento. Available at: https://web.bndes.gov.br/bib/jspui/bitstream/1408/22544/3/PRFol_BNDES_Clima%20e%20desenvolvimento%202022.pdf 
] 

Within BNDES, RENOVAGRO financial uptake has doubled in the past year. It is important to note that RENOVAGRO is the new and updated ABC credit line, which was reformulated for the new administration’s political context, however, maintaining its mitigation and adaptation activities. The figure below demonstrates the increase trend from last year’s RENOVAGRO uptake. 
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This program will work on demand through tier 1 banks, thus, the use of a list of positive activities that can be financed to reduce environmental impact has been established. The activities on this list were extracted from RENOVAGRO credit line eligible activities and contribute to the Brazilian policy recommendations to mitigate emissions in agriculture. In addition, they are aligned with the MDB’s methodologies. All the tier 1 banks' financial flows will be tracked by BNDES. About Renovagro in particular, the georeferenced location of the property and area to be financed included in the investment projects – as detailed in the Adaptation Section – will be crossed with MapBiomas, making it possible to check deforestation daily. 
The operation will direct its financial flows to increase production while maximizing resources, thus, adopting more sustainable production systems, both in the urban and rural areas. For instance, the urban MSMEs will purchase machinery and equipment to promote a reduction on energy consumption, increasing energy efficiency, and in agriculture it will promote the transition to a sustainable agriculture, that mitigates emissions and is more resilient to climate impacts. For instance, through RENOVAGRO it will finance both mitigation and adaptation activities, as demonstrated in the activities listed in the table. Some activities serve both mitigation and adaptation aspects, such as, no-till planting, soil management, integrated systems and waste management and re-use. According to Embrapa, increasing resilience in the agricultural sector means optimizing livestock water use, management of animal waste and its use as fertilizer, and available technologies for water reuse and treatment, as well as controlling erosion processes, and increasing soil nutrients and moisture[footnoteRef:44].  [44:  EMBRAPA. Resiliencia e Adaptação. Available at: https://www.embrapa.br/en/visao-de-futuro/adaptacao-a-mudanca-do-clima/sinal-e-tendencia/resiliencia-e-adaptacao ] 

RENOVAGRO replaced the ABC in July 2023 and includes the financing of investments identified to promote adaptation to climate change and low carbon emissions in agriculture.  It will finance sustainable practices such as: i) the recovery of degraded land and pastures, ii) the introduction/expansion of integrated crop-livestock-forest systems, iii) the adoption of conservation practices and the management and protection of natural resources, iv) introduction of organic farming, v) restoration of permanent conservation areas or legal reserves, vi) bio-inputs and bio-fertilizers production, vii) renewable energy production systems, and, viii) other sustainable production practices. Results from the 2010-2018 ABC program show that low carbon agriculture practices have been implemented on more than 52 million hectares (e.g., 1.5 times the size of Germany), avoiding emissions of approximately 170 million metric tons of CO2[footnoteRef:45]. [45:  MAPA. Resultados do Plano. Available at: https://www.gov.br/agricultura/pt-br/assuntos/sustentabilidade/planoabc-abcmais/plano-abc/acoes-do-plano] 


To access RENOVAGRO credit line, the producer must present an investment project complying with a set of eligibility criteria. It is important to hire technical assistance to prepare and carry out the project, which can be financed by the RENOVAGRO program. This is an eligibility condition to access the credit line with all financial institutions, including Tier 1 banks - which transfer funds directly to the final beneficiary. The investment project must include the 12 criteria, as specified in page 14.

A list of Renovagro´s most financed low carbon agriculture technologies and its benefits to the environment and climate are described in the table below[footnoteRef:46]: [46:  AGROICONE. Programa ABC – Programa Agricultura de Baixo Carbono. Available at: Apresentação do PowerPoint (agroicone.com.br).] 


	NO TILL - No-till farming is a conservation tillage technique in which planting is done without the traditional steps of conventional cultivation and harvesting. In this technique, the soil must always be covered with plants and plant residues. The purpose of this cover is to protect the soil from the direct impact of raindrops, surface drainage, and water and wind erosion.

IMPORTANCE OF NO TILL FARMING:
· Increases soil moisture.
· Increases productivity.
· Conserves soil
· Reduces CO2 emissions.
· Increases biological control of pests and diseases.
· Reduces production costs.
Purpose of ABC NO TILL: investments to implement and improve no-till systems.

[image: A collage of different plants

Description automatically generated]
Source: EMBRAPA


	RECOVERY OF DEGRADED LAND - Pasture degradation is an evolutionary process of loss of strength, productivity, and natural regeneration capacity of pastures to maintain production levels and quality required by animals, as well as to overcome the harmful effects of pests, diseases and invasive species, culminating in the advanced degradation of natural resources due to inadequate management. In this sense, pasture restoration consists in the adoption of practices aimed at restoring forage production.

IMPORTANCE TO RECOVER DEGRADED PASTURES:
· Increase the capacity of pastures.
· Increases productivity.
· Reduces slaughter ag, which consequently reduces enteric methane emissions.
· Increases the resilience of the production system.
· Reduces CO2 emissions.
· Avoids deforestation.

Purpose of ABC RECOVERY: investments for recovery of degraded pastures
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	SOIL MANAGEMENT is the set of practices applied to soil with a view to agricultural production. It includes cultivation, cultural practices, corrective and fertilization practices, among others.

IMPORTANCE OF SOIL MANAGEMENT:
· Recovery of degraded areas.
· Protection of resources.
· Mitigation of GHG emissions.

PURPOSE OF ABC SOIL MANAGEMENT:  investments for adoption of practices, management and protection of natural resources, including correction of acidity and fertility.
[image: ]
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	INTEGRATED SYSTEMS (CROP-LIVESTOCK-FORESTRY): The crop-livestock-forest integration system is a production strategy that integrates agricultural, livestock and forestry production systems in the same area, with the aim of optimizing land use, increasing productivity, diversifying production and obtaining quality products, as well as reducing the pressure to develop new areas.

IMPORTANCE OF INTEGRATED SYSTEMS:
· Diversification of production and increase in income.
· Increased resilience of the production system to climate extremes.
· Sustainable land use intensification.
· Carbon sequestration.
· Recovery of degraded areas.

PURPOSE of ABC INTEGRATED SYSTEMS: Investments to implement and improve crop-livestock, crop-forest, livestock-forest or crop-livestock-forest integration systems and systems.

[image: ]
Source: EMBRAPA


	ENVIRONMENTAL REGULARIZATION: Recovery or restoration of native vegetation includes the restoration of native vegetation cover through the implementation of agroforestry systems, reforestation, natural regeneration of vegetation, ecological rehabilitation, and ecological restoration. Environmental regularization also includes soil and ecosystem restoration to maintain a seed bank, fauna, genetic diversity, groundwater, and microclimate.

IMPORTANCE OF ENVIROMENTAL REGULARIZATION:
· Compliance with environmental legislation.
· Recovery of degraded areas.
· Mitigation of emissions.
· Protection of biodiversity.
· Improving the quantity and quality of water.

PURPOSE of ABC ENVIRONMENTAL: Investments to adapt or regularize rural properties to environmental legislation, including the recovery of legal reserves, permanent conservation areas, the recovery of degraded areas and the implementation and improvement of sustainable forest management plans.


	PLANTED FORESTS: are forests that consist primarily of trees that are the result of sowing or planting and are managed with an economic focus and for commercial purposes.

IMPORTANCE OF PLANTED FORESTS:
· Protection and strengthening biodiversity.
· Recovery of areas.
· Protecting water resources.
· Mitigation of emissions.
· Diversification of production.

PURPOSE of ABC PLANTED FORESTS: Investments to establish, maintain and improve the management of commercial forests (eucalyptus, pine, rubber, etc.), including those intended for industrial use or charcoal production.

[image: ]
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	ORGANIC PRODUCTION - The organic agricultural production system is characterized by the non-use of synthetic pesticides and fertilizers, genetically modified organisms and ionizing radiation at any stage of the production, processing, storage, distribution and marketing process.

IMPORTANCE OF ORGANIC PRODUCTION:
· Reduced use of agrochemicals.
· Increased biodiversity.
· Access to markets with price differentials.
· Productive diversification.
· Increased production.
PURPOSE OF ABC ORGANIC: investments for implementation and improvement of organic production farming.

[image: ]
Source: EMBRAPA

	WASTE MANAGEMENT is the proper disposal of waste and effluent from livestock operations, helping to reduce environmental impact. Through the processes of bio-digestion and composting of organic matter, two products are obtained: biogas and bio-fertilizer.

IMPORTANCE MANURE WASTE TREATMENT:
· Nutrient utilization.
· Production of biogas and biofertilizer.
· Reduction of industrial fertilizer use.
· Source of income (supply of biogas/energy).
· Reduction of production costs.
· Reduction of environmental impact.

PURPOSE ABC MANURE WASTE TREATMENT: Investments to implement, improve and maintain systems to treat manure and waste from animal production for energy generation and composting.

[image: ]
Source: EMBRAPA


Table 1: Created with information provided by Agroicone

In addition, RENOVAGRO rewards producers with the lowest interest rate for corporate agriculture 7% p.a. for the uptake of following activities:
· the recovery of degraded pastures, and their conversion to agricultural production
· the adaptation or regularization of rural property in accordance with environmental legislation, including: i) the recovery of legal reserves, permanent conservation areas (APP) and restricted use areas, ii) the recovery of degraded areas and, iii) the implementation and improvement of sustainable forest management plans (Renovagro Ambiental).

To enable the implementation, or transition, to low carbon agriculture, RENOVAGRO investment projects can include the purchase of vehicles, machinery, tools, and equipment, including for the implementation of irrigation systems for agriculture and livestock, biodigesters, machinery and equipment for composting and for producing and storing energy - limited to 40% of the financing amount. This machinery and equipment are enablers and instrumental for the transition to a low carbon agriculture, which mitigates emissions and develops a more resilient production model. The machinery included in those investment projects will match or will be the best available technology for the region, since electric or lower-carbon alternatives are currently not applicable to the Amazon context [footnoteRef:47].  [47:  Common Principles for Climate Mitigation Finance Tracking. Table 4: Manufacturing, Category Energy and Resource Efficiency. Eligible Activity 3. Guidance: “Where a project includes fossil fuels, their continued use for the lifetime of the project should be consistent with a credible decarbonization pathway for that sector”. Page 22-23] 


The evaluation of the results of the ABC Program from 2010 to 2020 demonstrates the emissions mitigated by each technology in the 10-year Program[footnoteRef:48]. The updated program, the ABC+ Program 2021-2030, financed through RENOVAGRO, has established a target to mitigate 1.076 million MG CO2 eq.[footnoteRef:49] [48:  MAPA. Resultados do Programa. Available at: https://www.gov.br/agricultura/pt-br/assuntos/sustentabilidade/planoabc-abcmais/plano-abc/acoes-do-plano ]  [49:  MAPA. Metas do ABC+. Available at: https://www.gov.br/agricultura/pt-br/assuntos/sustentabilidade/planoabc-abcmais/abc/metas-do-abc ] 
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  Table 2: Developed with information provided by the Ministry of Agriculture. 

It is important to note that although RENOVAGRO investment projects can finance the purchase of livestock, limited to 40% of the amount financed, this item is not eligible for funding as the operation excludes any form of working capital and the cost of the agricultural activities.

Historical RENOVAGRO disbursements for 2020-2024 are shown in the table below, including a list of eligible activities under each sub-credit line from RENOVAGRO program[footnoteRef:50]: [50:  AGROICONE. Programa ABC – Programa Agricultura de Baixo Carbono. Available at: Apresentação do PowerPoint (agroicone.com.br). ] 


	Historical Disbursements of RENOVAGRO (ex-ABC) from 2020-2024

	Name of Sub Credit Lines under the RENOVAGRO PROGRAM (Ex-ABC)
	%

	ABC NO-TILL
ACTIVITIES FINANCED:
· Technical assistance.
· Purchase of agricultural inputs and correctives. 
· Purchase of machinery and equipment (40% of the amount financed);
· Green manuring and planting of cover crops.
· Construction and modernization of improvements and facilities.
· Services (marking contour lines, terraces, etc.).
· Costs related to investments, such as the purchase of inputs, seeds, fertilizers and pesticides. It can also be used in livestock production to cover animal expenses, such as the purchase of vaccines, medicines and feed, as well as the purchase of animals for rearing and fattening, if the enterprise is run by an independent rural producer. (NOT ELIGIBLE UNDER THIS OPERATION – working capital)*
· Expenses related to the use of own labor, as long as they are compatible with production cost structures and in accordance with the project; (NOT ELIGIBLE UNDER THIS OPERATION – working capital)*
· Renewable energy for own consumption.
	46,60%

	ABC RECOVERY OF DEGRADED LAND
ACTIVITIES FINANCED:
· Technical assistance.
· Purchase of agricultural inputs and correctives. 
· Purchase of seeds.
· Construction and renovation of fences.
· Purchase, construction or renovation of fences, drinking fountains and salt pans or troughs.
· Purchase of animals for breeding, rearing and finishing, and of semen, ova and embryos; (NOT ELIGIBLE, as this operation is not financing working capital)*
· Purchase of machinery, equipment and biodigesters (40% of the amount financed);
· Costs related to investments, such as the purchase of inputs, seeds, fertilizers and pesticides. It can also be used in livestock production to cover animal expenses, such as the purchase of vaccines, medicines and feed, as well as the purchase of animals for rearing and fattening, if the enterprise is run by an independent rural producer. (NOT ELIGIBLE UNDER THIS OPERATION – working capital)*.
· Expenses related to the use of own labor, as long as they are compatible with the production cost structures and in accordance with the regulations. NOT ELIGIBLE, as this operation is not financing working capital)*
· Cost structures and in accordance with the project.
· Renewable energy systems for own consumption.

	34,31%

	ABC SOIL MANAGEMENT
ACTIVITIES FINANCED:
· Technical assistance.
· Purchase of agricultural inputs and correctives. 
· Payment for services related to the project.
· Costs related to the investment. (NOT ELIGIBLE UNDER THIS OPERATION – working capital)*
· Expenses related to the use of own labor, as long as they are compatible with production cost structures and in accordance with the project. (NOT ELIGIBLE UNDER THIS OPERATION – working capital)*
· Renewable energy production systems for own consumption.

	13,97%

	ABC INTEGRATED SYSTEMS`ACTIVITIES FINANCED:
· Technical assistance.
· Purchase of agricultural inputs and correctives. 
· Purchase of seeds. 
· Establishment and restoration of pastures. 
· Construction and renovation of fences. 
· Construction and modernization of improvements and facilities.
· Purchase, construction or renovation of drinking fountains and salt troughs.
· Purchase of animals for breeding, rearing and finishing, as well as semen, ova and embryos. (NOT ELIGIBLE UNDER THIS OPERATION – working capital)*
· Purchase of machinery, equipment and biodigesters (40% of the amount financed).
· Costs related to investments, such as the purchase of inputs, seeds, fertilizers and pesticides. It can also be used in livestock production to cover animal expenses, such as the purchase of vaccines, medicines and feed, as well as the purchase of animals for rearing and fattening, if the enterprise is run by an independent rural producer. (NOT ELIGIBLE UNDER THIS OPERATION – working capital)*.
· Expenses related to the use of own labor, as long as they are compatible with production cost structures and in accordance with the project. (NOT ELIGIBLE UNDER THIS OPERATION – working capital)*
· Renewable energy production systems for own consumption.
	3,97%

	ABC ENVIRONMENT
ACTIVITIES FINANCED:
· Technical assistance.
· Purchase of seeds and seedlings to establish forests.
· Purchase of inputs. 
· Payment for project-related services.
· Establishment of forest seedling nurseries.
· Relocation of internal roads on rural lands for environmental compliance.
· Costs related to the investment. (NOT ELIGIBLE UNDER THIS OPERATION – working capital)*
· Expenses related to the use of own labor, as long as they are compatible with production cost structures and consistent with the project. (NOT ELIGIBLE UNDER THIS OPERATION – working capital)*
· Renewable energy systems for own consumption.

	0,61%

	ABC FORESTRY
ACTIVITIES FINANCED:
· Technical assistance.
· Purchase of seeds and seedlings for reforestation; Purchase of agricultural inputs and correctives. 
· Purchase of machinery and equipment (40% of the amount financed).
· Construction and modernization of improvements and facilities.
· Payment for services related to the project. (NOT ELIGIBLE UNDER THIS OPERATION – working capital)*
· Establishment of forest seedling nurseries.
· Clearing operations.
· Costs related to the investment. (NOT ELIGIBLE UNDER THIS OPERATION – working capital)*
· Expenses related to the use of own labor, as long as they are compatible with production cost structures and consistent with the project. (NOT ELIGIBLE UNDER THIS OPERATION – working capital)*
· Systems to produce renewable energy for own consumption.


	0,38%

	ABC ORGANIC
ACTIVITIES FINANCED:
· Technical assistance.
· Purchase of inputs. 
· Payment for services for conversion to organic production and its certification
· Implementation of soil conservation practices
· Costs related to investments, such as the purchase of inputs, seeds, fertilizers and pesticides. It can also be used in livestock production to cover animal expenses, such as the purchase of vaccines, medicines and feed, as well as the purchase of animals for rearing and fattening, if the enterprise is run by an independent rural producer. (NOT ELIGIBLE UNDER THIS OPERATION – working capital)*.
· Expenses related to the use of own labor, as long as they are compatible with production cost structures and in accordance with the project. (NOT ELIGIBLE UNDER THIS OPERATION – working capital)*
· Renewable energy systems for own consumption
	0,03%

	ABC MANURE WASTE TREATMENT
ACTIVITIES FINANCED:
· Technical assistance.
· Payment for services related to the project.
· Construction and modernization of improvements and equipment.
· Purchase of bio-digesters, machinery and equipment for composting and energy production and storage.
· Costs associated with the investment. (NOT ELIGIBLE UNDER THIS OPERATION – working capital)*
· Expenses related to the use of own labor, as long as they are compatible with production cost structures and in accordance with the project. (NOT ELIGIBLE UNDER THIS OPERATION – working capital)*
· Renewable energy production systems for own consumption.

	0,03%


Table 3: Created with information provided by Agroicone

*Working capital (money you have to fund your daily operations) will not be eligible under this operation to mitigate the risk of lack of visibility of the use of the loans and its performance across the MSMEs.

The detailed list of activities eligible for RENOVAGRO funding is presented in the table below, which is cross-checked with the MDBs' Common Principles on Climate Mitigation Finance Tracking.
OEL#6 – BR-L1625
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	Menu of operation’s eligible Machinery, Equipment, Activities, and Investments 
	MDB’s Common Principles for Climate Mitigation Finance Tracking

	
RENOVAGRO

	9. Buildings, public installations and end-use energy efficiency
4. Manufacturing
5: Agriculture, forestry, land use and fisheries
12: Cross-sectoral activities

	Eligible activities
	Sector /Category
	Eligible Activities
	Screening Criteria and Guidance 


	· Acquisition of machinery, tools and equipment manufactured in Brazil - including for the implementation of irrigation systems for agriculture and livestock limited to 40% of the financing amount.

· Acquisition of machinery, tools and equipment related to animal manure and waste treatment systems for energy production and composting, the limit can be up to 100% of the financing amount.

	9.
End-use energy efficiency 

	5. New or replacement stand-alone energy efficient appliances or equipment 

	The activity shall use the best available technology or match or surpass country-appropriate technology benchmarks in performance. 

Where highly efficient new appliances or equipment use a fossil fuel as the source of energy, the entity applying the Common Principles shall demonstrate that the activity represents the development solution with the least GHG emissions, does not create carbon lock-in (e.g., lifetime is short) and documents that neither electric nor lower-carbon alternatives are feasible. 


	
	4. 
Energy and resource efficiency 

	3. Highly efficient or low-carbon greenfield manufacturing facilities or greenfield supplementary equipment or production lines at an existing manufacturing facility 

	The entity applying the Common Principles shall demonstrate a substantially lower carbon intensity or energy intensity of the greenfield manufacturing facility or greenfield supplementary equipment or production lines at an existing manufacturing facility against a selected benchmark. 

The benchmark for defining low carbon or low energy intensity should be based on available documentation for the global or regional top tier of efficient production as applicable. Benchmarks should allow activities involving a fossil fuel as a source of heat for the sector in question only where renewable energy resources on the scale required are not available. 

Benchmarks should allow activities involving a fossil fuel as a feedstock for the sector in question only where the use of a non-fossil-fuel feedstock is relatively rare. 

Where a project includes fossil fuels, their continued use for the lifetime of the project should be consistent with a credible decarbonization pathway for that sector. 

	
	12. 
Energy and resource-use efficiency 

	1.
An activity that enables a reduction in energy or material use across a supply chain (upstream or downstream) through energy efficiency or resource-use efficiency improvements in the existing supply chain, through a shift to a less carbon-intensive supply chain, or by implementing circular economy systems.
	The entity applying the Common Principles shall demonstrate a substantial reduction in net GHG emissions, taking account of material lifecycle sources such as where scope 3 emissions are expected to be material. 

The boundaries for GHG assessment can be limited by excluding stages or activities in the supply chain where emissions are expected to remain unchanged by the activity. Any exclusion should be justified.


	· Biodigesters, machinery and equipment for composting and for producing and storing energy, to implement systems for treating manure and waste from animal production to generate energy and compost.
· Implementation, expansion and renovation of water collection, storage, and distribution infrastructure, including the purchase and installation of water reservoirs, electrical infrastructure, and irrigation equipment.
	5. Agriculture: energy efficiency 

	1. Reduction in energy consumption in operations 

	Potentially eligible activities include increasing energy efficiency of crop production and increasing use of energy-efficient equipment for agricultural processing and storage. 

Examples of operations are traction, irrigation, pumping, harvesting, crop cooling, storage, and transportation. For transportation, see activities related to goods transport in Table 8: Transport 

	· Encouraging the use of bio-inputs, as well as production for own use, on rural properties, including the establishment or expansion of production units.
· Construction of facilities to set up or expand bio-input and bio-fertilizers production units on rural property, for their own use.
· Construction of facilities to set up or expand bio-input and bio-fertilizer production units on rural property, for their own use.

	5. Agriculture: GHG-emission reduction 

	2: Reduction of GHG emissions from agricultural practices or technologies 






	Potentially eligible activities include more efficient nitrogen fertiliser use (by improving the rate, type, timing, placement, or precision of application), manure management including anaerobic digestion, drainage management, improved crop breeds and biotechnology that reduce emissions, water management in paddy rice, and soil conservation practices.

	· Adoption of conservation practices for the use, management, and protection of natural resources, including correction of soil acidity and fertility.
· Establishment, improvement, and maintenance of oil palm forests, primarily in degraded productive areas.
· Implementation, improvement, and maintenance of systems for managing waste from animal production to generate energy and compost.
· Relocating internal roads, within the rural property, to control erosion and comply with environmental regulations. **(Rural roads can be a major source of erosion and environmental degradation if they are poorly constructed and/or maintained, as they can generate large sediment loads that accumulates in the lower parts of the land or is deposited directly into water bodies.)
[image: ]
Source: MAPA. ESTRADAS RURAIS: Orientações para Construção, Adequação e Manutenção
· Payment for services aimed at conversion to organic production and its certification.
· Soil acidity and fertility correction for increased productivity (soil balance for healthy plant growth and prevention of pests and diseases), through the purchase, application and incorporation of agricultural correctives and minerals registered with the Ministry of Agriculture, Livestock and Supply (MAPA) - 
· Marking and building terraces and implementing soil conservation practices.
· Agro-ecological or organic production systems, including the costs of setting up and maintaining the enterprise, including payment for services aimed at converting production and certifying it.
	5. Agriculture: carbon sequestration 

	3: Agricultural projects that contribute to increasing the carbon stock in the soil or avoiding loss of soil carbon through erosion control measures 

	Potentially eligible activities include degraded land rehabilitation, erosion control measures, reduced tillage intensity and cover crops, crop rotation, higher inputs of organic matter to soil, processing, and application of manure/digestate preferably with biogas capture for energy, perennial cropping systems, cultivation of deep rooting species, circular/integrated activities that enhance carbon stock, fire management, and peatland restoration and conservation. 


	· Installation and restoration of fences; purchase of fence electrification systems; purchase, construction, or renovation of drinking fountains and animal feeding troughs. 
· Purchase of cattle, buffaloes, sheep and goats for breeding, rearing and finishing; and semen, eggs and embryos of these species, limited to 40% of the amount financed. This item is not eligible as the operation excludes any form of working capital and costing of farming activities.
	5. Livestock: GHG-emission reduction 

	4: Projects that reduce methane or other GHG emissions from livestock 

	Potentially eligible activities include manure management with biodigesters, wastewater management, improved feeding practices, feed production with reduced GHG emissions, investments in reducing feed losses along the value chain, sourcing low-emission feeds or forage to increase feed conversion efficiency and reduce methane emissions, and efficiency improvement measures to reduce the herd size. 

Potentially eligible activities include manure management with biodigesters, wastewater management, improved feeding practices, feed production with reduced GHG emissions, investments in reducing feed losses along the value chain, sourcing low-emission feeds or forage to increase feed conversion efficiency and reduce methane emissions, and efficiency improvement measures to reduce the herd size 

Introduced species shall not contribute to native ecosystem degeneration. 


	· Recovering degraded pastures.
· Formation and recovery of pastures, paddocks, and other forage species, production, and conservation of forage, silage, and hay for animal feed. 

	5. Livestock: carbon sequestration 

	5: Livestock projects that improve carbon sequestration through rangeland management.
	Potentially eligible activities include improved pasture management to increase soil carbon stocks and reduce erosion, improved grazing management, circular or integrated activities that enhance carbon stock, promotion of silvopastoralism, and nitrification-inhibiting practices in pastures.

	· Implementation and improvement of organic agricultural production systems.
· Implementing and improving no-till systems for grains, sugar cane and vegetables.
· Implementation and improvement of integrated crop-livestock, crop-forest, livestock-forest or crop-livestock-forest systems and agroforestry systems.
· Establishing, maintaining, and improving the management of commercial forests, including those intended for industrial use or charcoal production.
· Adapting or regularizing rural properties in the light of environmental legislation, including the recovery of legal reserves (RL), permanent preservation areas (APP) and restricted use areas, the recovery of degraded areas and the implementation and improvement of sustainable forest management plans.
· Green manure and planting cover crops.
· Creation of forest seedling nurseries.
· Credit line for the establishment, improvement, and maintenance of native plantations, such as; açaí, cocoa, and walnut plantations; and
· Agroforestry systems, ecologically sustainable extractive exploitation, forest management plan, including the costs of setting up and maintaining the enterprise, restoring, and maintaining permanent preservation areas and legal reserves, as well as restoring degraded areas and enriching areas that already have diversified forest cover by planting one or more forest species native to the biome.
· Silviculture, where silviculture is understood to mean the act of implanting or maintaining forest stands that generate different products, both timber and non-timber.
· Rural tourism projects that add value to socio-biodiversity products and services through infrastructure and equipment for accommodation, events, processing, packaging, and storage of products that enhance local gastronomy. **The adoption of environmental management practices, such as rural tourism, in forest areas not only protects the environment and ensures its conservation over the years, but also contributes to the environmental education of guests, employees and neighboring owners.

	5. Forestry: GHG-emission reduction and carbon sequestration 

	6: Forestry or agroforestry projects that sequester carbon through sustainable forest management, avoided deforestation or avoided land degradation.

	Potentially eligible activities include afforestation (plantations) and reforestation on previously deforested land (applying international best practices), and circular or integrated activities that enhance carbon stock, supply chains that promote sustainable agroforestry, restoration of degraded natural land-based habitats, biosphere conservation, policy interventions that explicitly protect carbon stocks (e.g., through land-use zoning, enforcement of sanctions on deforestation, or sustainable intensification of land use), maintaining healthy forests, switching from conventional logging to reduced-impact logging, selective logging, land degradation prevention measures and fire risk mitigation.

	· Preparation of a technical project and georeferencing of rural properties, including technical and administrative costs related to the environmental regularization process, and the necessary technical assistance until the project matures.

	12. 
Policy support and technical assistance for climate change mitigation 

	6: National, subnational or territorial cross-sectoral policy actions that aim to lead to climate change mitigation actions or technical support for such actions 

	Policy actions or technical support shall be for activities that will lead to an increase in carbon sinks or a substantial reduction in net GHG emissions, or if the sector concerned is already low in CO2e emissions, at a minimum does not increase the current level of emissions. 

Potentially eligible policy actions include those supporting the Nationally Determined Contributions (NDCs), long-term emission-reduction strategies, climate action plans, Nationally Appropriate 
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