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	Environmental and Social Review Summary

	Operation Data

	Operation Number
	BR-L1625

	IDB Sector/Subsector
	Financial Markets / Capital Market Development

	Type of Operation & Modality
	LON / GCR

	E&S Impact Classification (ESIC)
	FI

	E&S Risk Rating (ESRR)
	Substantial

	Disaster and Climate Change Risk Classification (DCCRC)
	Low

	Borrower
	Banco Nacional do Desenvolvimento Econômico e Social (BNDES)

	Executing Agency
	BNDES

	IDB Loan Amount (and total project cost)
	$750,000,000.00 (IDB) + $150,000,000.00 (BNDES) 
Total: $900,000,000.00

	Applicable ESPS’s with requirements
	ESPS 1; ESPS 2; ESPS 10

	Estimated Gross GHG emissions (tCO2e) construction (if applicable)
	NA 

	Estimated Gross GHG emissions (tCO2e) operation (annual), if applicable
	NA 

	Executive Summary

	PRO-AMAZONIA is a Tier 2 financial intermediation operation where the BNDES will channel resources to an array of Tier 2 financial institutions serving final beneficiaries across the Legal Amazon region of Brazil. BNDES is independently recognized by international rating agencies as having a sector-leading ESG risk rating and a robust Environmental and Social Management System (ESMS) that will effectively manage the risks and impacts across the portfolio and Tier 2 lenders. Through the application of its ESMS, including the exclusion list, positive lists, and screening tools, BNDES will ensure that Tier 2 lenders finance only subprojects or activities that have no or minimal negative environmental or social impacts and that comply with applicable national environmental and social legislation, including the Rural Credit law. The Program-specific exclusions include any subprojects involving the expansion of the agricultural frontier, child or forced labor, involuntary displacement (physical or economic), negative impacts on livelihoods, negative impacts on critical habitats, or negative impacts on indigenous peoples, quilombolas, and other traditional Amazonian communities. The operation has an environmental and social risk rating of Substantial due to the contribution and context risk factors associated with financing a large number of small to mid-sized loans --up to US $500k for all loans directed to beneficiaries in the rural sector, except for those classified as low carbon agriculture loans (Renovagro), which will be equivalent to US$1M-- in support of the primary sector in the Amazon basin as well as subprojects designed to increase employment for urban populations in the region (up to US $1M). The disaster and climate change risk rating is low due to the low level of criticality of the financed activities to the prevailing natural hazards of the region. Overall, the operation is designed to improve the environmental performance of the productive sectors in the Brazilian Amazon through the financing of sustainable practices and technologies in compliance with applicable legislation and international good practice.


	Operation Description

	The Borrower and Executing Agency will be the BNDES, a highly experienced and highly capable institution with a robust environmental and social management system (ESMS).  BNDES will channel resources to an array of financial institutions (i.e., Tier 2) serving final beneficiaries across the Legal Amazon region of Brazil. Eligible Tier 2 institutions will be financial agents accredited by BNDES based on their existing procedures and criteria that include: (i) technical capacity for evaluating and monitoring credit operations; (ii) credit risk rating higher than the minimum required by BNDES’ policy; (iii) minimum annual balance of credit operations in its assets or those of the conglomerate; and (iv) documents required for accreditation (e.g., minutes of Board of Directors’ election meeting, latest consolidation of statutes, certificate of authorization from BACEN, clearance certificate of federal tax debt and active debt of the Union, corporate structure, business plan regarding focus of action, politically-exposed persons declaration) as established in the Operating Regulations (OR). Some 60% of the financing for eligible portfolio is currently being disbursed by the top 10 financial agents, which include public and private banks, development agencies, credit unions, automaker banks and other credit societies such as Banco do Amazonas, Banco do Brasil, Bradesco, Itaú, Santander, John Deere, Randon, and Scania.

The Program’s general development objective is to promote the sustainable development of the Amazon Region, strengthening productivity and job creation among MSME. The specific development objective is to increase the availability of financing for productive investments of MSMEs in the Amazon Region. The Program will provide support for mid- and long-term productive credit operations by MSME (including entrepreneurs) in the Amazon Region, via second-tier credit lines from BNDES. The resources will be utilized to finance productive investments (such as purchase of machinery, equipment, vehicles, goods and services for production). The Program will encourage investments that involve the adoption of sustainable practices by MSMEs and small entrepreneurs, mainly in the primary sector in rural areas. 

The Program will support beneficiaries in the Legal Amazon, a geographical delimitation comprised of the states of Acre, Amapá, Amazonas, Maranhão, Mato Grosso, Pará, Rondônia, Roraima and Tocantins. It has an approximate area of 5.1 million km² and is home to 67% of the world's tropical forests. The current BNDES portfolio in the Legal Amazon is heavily weighted toward the productive sectors – agriculture, livestock, forestry, and aquaculture – which account for 81% of the lending by volume in 2023 (through November).  Within this rural portfolio, approximately 80% is dedicated to the purchase of farm machinery and vehicles and approximately 20% for unspecified agricultural items. Accordingly, BNDES and the national legislation has implemented a system of controls for rural loans to mitigate potential impacts of the sector, including loans for farm machinery. The maximum size of subprojects is capped at USD $1 per subproject. The urban subprojects may include a wide range of eligible sectors, fixed assets, and activities as defined by the Program’s Operational Regulation (OR). Eligible subprojects and activities will have no or minimal negative environmental or social impacts.

Program beneficiaries will be MSME, including entrepreneurs that fulfil all of the Program’s eligibility criteria, including: (i) microenterprises are legal entities with annual Gross Operating Revenue (ROB) up to R$360,000, small companies are legal entities with annual ROB between R$360,000 and R$4,800,000, medium companies are legal entities with annual ROB between R$4,800,000 and R$300,000,000; (ii) geographic location: the Brazilian Amazon (states of Acre, Amapá, Amazonas, Pará, Rondônia, Roraima, Tocantins, Mato Grosso, and part of Maranhão); (iii) use of funds: productive investment, including purchase of goods, machinery and equipment, as well as investment in fixed capital; (iv) no or minimal environmental and social impacts; (v) maximum amount of individual sub-loans: equivalent to US$500,000 for all loans directed to beneficiaries in the rural sector other than Renovagro (limit of US$1M) , and to US$1M for all other loans for non-rural beneficiaries; and (vi) sector restrictions: compliance with the exclusion list applicable to program financing. Further detail on these and other criteria is included in the program’s OR.

BNDES will implement an Environmental and Social Management System (ESMS) as part of its OR, agreed upon with the Bank, in accordance with the requirements of the Environmental and Social Policy Framework (ESPF) to ensure that the Program and its subprojects are managed in alignment the ESPF. The Tier 2 financial institutions will review proposed loans to final beneficiaries to ensure that only subprojects or activities with no or minimal environmental and social impacts are financed with proceeds of the operation. BNDES will ensure that the Tier 2 financial institutions have the necessary capacity and tools to effectively screen and classify proposed subprojects and activities.

The OR include Program-specific exclusion and eligibility criteria, screening and classification of subprojects, due diligence requirements for subprojects, disclosure of information, and stakeholder engagement (including the grievance redress mechanism). The exclusion and eligibility criteria will ensure that only activities with no or minimal environmental and social impacts are financed and that these activities are compliant with the IDB Exclusion List. For example, the Program will not finance any subprojects that will result in expansion of the agricultural frontier, involve involuntary displacement (physical or economic), negative impacts on livelihoods, negative impacts on critical habitats, or negative impacts on indigenous peoples, quilombolas, and other traditional Amazonian communities; or any other activity considered to have moderate or significant environmental or social impacts. 

The limits of the Legal Amazon and indicative areas of critical habitats, disaster risks, indigenous peoples’ lands, and quilombolas are presented in Annex C of this ESRS. 

	Rationale for Classifications/Rating

	E&S Impact Classification
	The operation has a financing structure that involves the provision of funds through FIs or through delivery mechanisms involving intermediation whereby the FI undertakes the task of subproject appraisal and monitoring; thus, the impact classification is “FI”. Tier 2 lenders will screen and classify proposed subprojects and activities to ensure that only subprojects and activities with no or minimal environmental and social impacts are financed by the proceeds of this operation.

	E&S Risk Rating
	The contribution and context risk factors associated with the potential aggregate impact of financing a large number of subprojects and activities supporting productive sectors across the Legal Amazon, as well as urban employment in Amazonian cities, the operation’s overall E&S risk rating is Substantial.

	DCC Risk Classification
	The disaster and climate change risk is classified as Low given that the financed subprojects will have minimal potential to exacerbate the risk of disasters, and that while subprojects face varying levels of risk of disasters such as floods, drought, or wildfires, given the small scale and nature of the subprojects, none are anticipated to have relevant levels of criticality and disaster risk narratives are not required for subprojects.

	Use of Borrower E&S Framework 
	No

	The operation will apply the ESPF and the applicable ESPS.

	Will a framework approach be applied?
	No

	The operation will not apply a “Framework approach”.

	Will the operation be co-financed?
	No

	The operation will not be co-financed.

	Environmental and Social Performance Standards (ESPSs) that apply to the proposed project

	[bookmark: _Hlk46906745]ESPS-1. Assessment and Management of E&S Risks and Impacts
	Yes

	E&S Policy: 
For BNDES, which assumes the commitment to sustainable development in its Mission, Social and Environmental Responsibility is to value and ensure the integration of the social and environmental dimensions into its strategies, policies, practices and procedures. Therefore, BNDES counts with a Social and Environmental Responsibility Policy, a Social and Environmental Policy, and a Sustainable Purchase Policy. While the Social and Environmental Responsibility Policy sets comprehensive principles and guidelines that exceed all BNDES’s activities and guide its relationship with the various stakeholders, the Social and Environmental Policy values sustainability in the granting of financial assistance. This policy establishes, among other factors, social and environmental criteria for the analysis of financing to companies and projects, especially in sectors of great impact, as cattle farming and electric power. These criteria are explained in its Social and Environmental Guides. BNDES’s Sustainable Purchase Policy encourages the adoption of sustainable practices in the relationship between the Bank and its suppliers.

The Manual de Crédito Rural (MCR) is issued by the Banco Central do Brasil and establishes requirements for rural credit programs using BNDES resources (MCR 11), as well as general requirements regarding environmental, social, and climate impediments applicable to all rural lending (MCR 2-9).  These impediments to financing include properties not registered with the Rural Environmental Cadastre (CAR), properties with embargoes by the IBAMA, and properties located within conservation units and indigenous or quilombola lands, and companies registered as using forced labor.

BNDES applies its Regulamento de Gestão Socioambiental de Operações (RGSO) to its direct, indirect, and mixed credit operations. The RGSO defines risk categories and procedures for managing risks and impacts in alignment with the MCR and other national regulations.

The BNDES has a set of specific environmental guidelines for cattle operations. These guidelines require meatpacking companies and slaughterhouses to prove, for example, that their suppliers have not been charged with trespassing on indigenous lands, with discrimination, child labor or slavery. The meatpacking and slaughterhouse value chain, howwer, is excluded from financing through this Operation by the OR. Also, no resources of this Operation may be used for purchasing livestock, land, or as working capital. The guidelines also prohibit borrowers from setting up in areas that IBAMA has embargoed. In addition, borrowers must commit to maintaining an updated list of suppliers as well as verifying they are abiding by the rules so as to monitor environmental compliance throughout the supply chain. For beef cattle animal production operations, only calf production operations are eligible for financing through the Automatic product.  

Enterprises that depend on wood as the main raw material, when the wood comes entirely or partially from native forests, must demonstrate the existence of a Sustainable Forest Management Plan approved by the competent environmental body and a Forest Certification or Chain of Custody Certification issued by an independent body with public credibility. Enterprises associated with the exploitation of primary vegetation or native species must demonstrate the existence of a Sustainable Forest Management Plan approved by the competent environmental body and a Forest Certification issued by an independent body with public credibility. 

BNDES has a network of Tier 2 lenders recognized as Accredited Financial Institutions (AFIs) through which it channels resources to Final Beneficiaries using the “automatic indirect modality”.  The AFIs are responsible for verifying the compliance of Final Beneficiaries.  In the event of non-compliance by the Final Beneficiaries, BNDES imposes penalties on the AFIs in accordance with national regulations and in cases of evidence of environmental crimes, the cases are reported to the competent authorities for investigation.

BNDES has developed internal control systems and due diligence processes to ensure compliance with national legal requirements, including the MCR and related dispositions. In addition, BNDES has strengthened its processes in response to reports of loans to final beneficiaries using illegal practices to obtain credit on lands with embargoes or without proper CAR status.  The application and compliance with Brazilian environmental, social, health, safety, and labor legislation at the level of subprojects will provide substantial avoidance and minimization of associated risks and impacts in alignment with this ESPS and the ESPF overall.

Corporate Structure: 
BNDES will be the borrower and executing agency of the program. Its strategy and experience are considered fully aligned with the program objectives. BNDES Funding Department will be responsible for coordinating the approval process with the IDB, as well as for the execution and monitoring of the program with support from its Operations and Digital Channels Area. 

Exclusion and Eligibility criteria:  
Tier 2 lenders will screen all proposed subprojects against the IDB’s Exclusion List and a Program-specific exclusion list to be included in the OR in order to ensure all subprojects or activities financed with proceeds from this operation will cause only minimal or no negative environmental or social impacts. The IDB Exclusion Lists includes, amongst others, activities that are illegal under host country laws, regulations, or ratified international conventions and agreements as well as activities subject to international phase-outs or bans. The OR exclusions will include subprojects that have potential to cause moderate or significant environmental and social impacts, including subprojects that will lead to the use of child or forced labor, the conversion or degradation of natural habitats, negative impacts on critical habitats, cultural heritage, indigenous people or traditional rural communities, vulnerable urban communities, and activities that involve involuntary displacement (physical or economic), impacts on livelihoods. In addition, the OR specifically excludes subprojects in the meat packing value chain. Eligible subprojects should be aligned with the operation’s objectives, i.e., the sustainable development of the Amazon Region and the reduction of regional inequalities, through the strengthening of productivity and job creation.

Screening and Classification: 
Subprojects will be screened and classified by Tier 2 lenders by use of the Program-specific exclusion list and E&S risk and impact criteria described by the OR to ensure that only subprojects and activities with no or minimal environmental and social impacts are financed with proceeds of this operation. Subprojects and activities with potential to cause moderate or significant environmental or social impacts will not be eligible for financing with proceeds of this operation. BNDES will review the Tier 2 lenders processes and E&S impact classifications to ensure alignment and consistent application of the criteria. 

E&S Due Diligence requirements: 
After application of the exclusion and eligibility criteria, including screening for illegal deforestation and cadastre requirements, no specific E&S due diligence will be required for eligible subprojects or activities. However, BNDES will review the Tier 2 lenders portfolio in accordance with its ESMS. Publication consultation will be in accordance with applicable national or state laws and aligned to the ESPF requirements. The use of independent consultants is not anticipated.

Approval: 
Tier 2 lenders will approve eligible subprojects for final beneficiaries meeting all legal and financial requirements. 

Monitoring and Reporting: 
Tier 2 lenders will report approved subprojects, including geospatial location data, at least semi-annually, to BNDES. BNDES will provide semi-annual E&S reports to the Bank, summarizing the portfolios financed by the Tier 2 lenders. The Bank will review these reports as part of its supervision of the Operation and consider the potential for any indirect or cumulative impacts.

BNDES will present an annual E&S compliance report with information on the portfolio of subprojects financed with resources from the Program and any particular risk issues identified, mitigation measures agreed with clients as well as compliance status. BNDES will provide information that allows the Bank to assess, as part of its supervision, the direct, indirect, and cumulative impacts of the subprojects and activities financed by the Program’s collective portfolio.  The risk of cumulative impacts is mitigated by the Program design and the Results Matrix requirement that will ensure that the resources are spread across the region in municipalities where the need is greatest, avoiding the concentration of subprojects in areas with greater existing access to credit and ongoing economic activities. 

The Bank will supervise the implementation of the ESMS and E&S aspects related to the use of the proceeds of the Program, as necessary. To this end, BNDES will provide and facilitate access by the Bank to relevant documentation, personnel, and subprojects. If necessary, IDB and BNDES will agree on corrective actions or measures necessary to address impacts and risks and/or to enhance the Program management.

Stakeholder Engagement and Communication: 
BNDES and Tier 2 lenders will apply their existing external relations and communications mechanisms, including stakeholder grievance mechanisms for final beneficiaries. 

Training:  
BNDES will following its procedures for training its E&S staff and providing capacity building opportunities for participating Tier 2 institutions to ensure they have the ability to effectively screen and classify subprojects and activities such that only those with no or minimal environmental or social impacts are financed with proceeds of this operation.

Resources: 
BNDES will utilize its existing human and financial resources for implementation of ESMS. In consideration of the extensive screening process and exclusion criteria to be applied by the Tier 2 lenders, site visits by BDNES are not anticipated. 

Review: 
BNDES will follow its corporate procedures for continuous review and improvement of the ESMS and include a summary of recommendations and actions annually. 

BNDES is preparing the Program’s Operating Regulations (OR), and these will incorporate the environmental and social requirements and procedures, including the Program-specific exclusion and positive lists, necessary to ensure that the Program is consistent with the IDB ESPF, including the seven elements of an ESMS as defined by ESPS 1.  The Program’s Environmental and Social Action Plan (ESAP) requires BNDES to present the executable OR to the Bank for its No Objection prior to First Disbursement. 

	[bookmark: _Hlk46906129]ESPS-2. Labor and Working Conditions
	Yes

	BDNES complies with national and local legislation regarding labor and working conditions for its employees. The Program-specific exclusion list excludes the use of child and forced labor, workplace discrimination, and violation of worker’s rights to freedom of associated and collective bargaining, including through the supply chain in urban subprojects. BNDES does not finance the purchase of imported solar panels. 
A gap analysis between BNDES policy, national legislation and NDAS 2 requirements will be performed and an action plan to reach compliance, if applicable, will be presented prior to first disbursement as a requirement of the ESAP.

	ESPS-3. Resource Efficiency and Pollution Prevention 
	No

	The subprojects supported by proceeds of the operation will be largely focused on the agricultural sector and will largely finance the purchase of farm machinery (tractors, harvesters, plows, graders, sprayers, etc.) and vehicles (trucks). In terms of resource efficiency and emissions, the replacement of old machinery and vehicles with more fuel-efficient models or electric vehicles would have positive impacts. The potential pollution risks and impacts of the rural subprojects are typical of industrialized crop production and cattle operations. There is no anticipated net impact on non-point source pollution resulting from agricultural activities, e.g., the use of biocides, fertilizers and other soil amendments or erosion and sedimentation. The potential pollution risks and impacts of the urban subproject will depend upon the types of activities financed. However, the subprojects will be required to be operated and managed in accordance with applicable national and state environmental regulations, for example, the national policy on hazardous and non-hazardous waste establishes Law No. 10.305/2010, which provides for the National Policy on Solid Waste, which regulates activities with pollution risks in alignment with ESPS 3. 
The IDB Exclusion List excludes the use of prohibited pesticides and other chemicals, pesticides/herbicides and other substances subject to national or international bans.

	[bookmark: _Hlk46906066]ESPS-4. Community Health, Safety, and Security
	No

	It is expected that the financed subprojects will have low risks and impacts related to community health, safety, and security that can be mitigated by application of national and local legislation and good industry practice. The Program will not finance infrastructure or have impacts related to the provision of ecosystem services.
The financed subprojects will have minimal potential to exacerbate the risk of disasters. However, subprojects face varying levels of risk of disasters such as floods, drought, or wildfires. Given the small scale and nature of the subprojects, none are anticipated to have relevant levels of criticality and disaster risk narratives are not required for subprojects. However, due to the prevailing natural hazard risk in the Amazon region, the Bank, as part of its supervision, will monitor the overall disaster risk based on the geospatial subroject information provided by BNDES for the Tier-2 portfolio.

	ESPS-5. Land Acquisition and Involuntary Resettlement
	No

	Subprojects that involve land acquisition or will lead to involuntary resettlement or economic displacement are excluded by the Program-specific exclusion list of the OR. In addition, BNDES Automatic operations cannot finance land acquisition or resettlement (aquisição de terrenos e desapropriações). Furthermore, all rural credit operations must be on properties that are properly registered in the rural cadaster system and not present any legal impediments. 

	[bookmark: _Hlk46906106]ESPS-6. Biodiversity Conservation and Sustainable Management of Living Natural Resources
	No

	The Program will support investments in the agricultural and livestock sector that will be aligned with this ESPS by leading to increased productivity of existing farmland and pastures in the Amazon region, thus reducing demand for land conversion, while excluding any lending for land acquisition or activities requiring or leading to the conversion or degradation of natural habitats or negative impacts to critical habitats. In accordance with Brazilian bank regulations and BNDES policy, all rural subprojects will be limited to investments sited in existing legally cleared lands properly registered in the CAR and without IBAMA embargoes or other impediments.

While the Program will finance the purchase of agricultural machinery, farm machinery used for cultivating, seeding, spraying, harvesting, or processing crops is not the type of machinery required for large-scale deforestation or illegal mining, such as bulldozers and excavators. Furthermore, loans for farm machinery are restricted to beneficiaries with land that is in compliance with national regulations relating to deforestation. Therefore, the risk of used farm machinery being replaced by machinery purchased with resources of this operation being sold or distributed and used for deforestation is considered to be very low. 

BNDES will ensure that second-tier lenders are appropriately screening all loans for rural activities using an extensive set of criteria and geospatial data through the MapBiomas platform that will identify properties located in areas of natural or critical habitats. BNDES and Tier 2 lenders receive deforestation alerts from MapBiomas in the event of detection of apparent deforestation in properties registered to Final Beneficiaries and any cases will be reported to the competent authorities for legal action. The MapBiomas service provides alerts on an ad hoc basis as they are generated.  Once receiving an alert, BNDES notifies the borrower who then has 30 days to respond. If the borrower cannot demonstrate compliance with the applicable regulations, their loan will be cancelled and removed from the program’s portfolio. Tier 2 lenders are required by BNDES to maintain documentation to demonstrate compliance with requirements for rural loans.

By focusing investments in existing legally registered productive lands and their increased productivity, the Program will reduce demand for conversion of natural habitats and contribute to reducing the expansion of the agricultural frontier in the Amazon. Furthermore, the Program will encourage investments that involve the adoption of sustainable practices by MSMEs, in alignment with ESPS 6 requirements for management of living natural resources. 

Given the importance of the Amazon region for global biodiversity and ecosystem services, IDB’s supervision of this operation will include analysis and assessment of potential impacts on land use and habitat conversion using available geospatial information on the portfolio to be provided by BNDES and publicly available land cover, deforestation, and biodiversity datasets such as the MapBiomas platform, Global Forest Watch, and the Integrated Biodiversity Assessment Tool (IBAT). Any potentially negative impacts to critical habitats or conversion of natural habitats associated with subprojects of the portfolio will be reported to BNDES for follow-up, as appropriate.
 

	ESPS-7. Indigenous Peoples
	No

	The direct and indirect area of the influence of subprojects include the entire Legal Amazon region of Brazil, an area with a large number of both urban and rural traditional communities and indigenous peoples. However, none of the types of subprojects to be financed will have differential impacts on traditional communities or indigenous peoples. BNDES’s RGSO classifies activities in lands important to indigenous people as Category A, which are excluded from the program. Screening and due diligence activities will ensure that loans for activities in lands were not obtained illegally or in violation of the rights of indigenous peoples. Likewise, any activities resulting in direct, indirect, or cumulative negative impacts to indigenous peoples will be excluded by ESMS Exclusion List. Therefore, it is not anticipated that any sub-project loans will require Free, Prior and Informed Consent (FPIC) or socio-cultural analyses.

	ESPS-8. Cultural Heritage
	No

	The impacts and risks of subprojects on tangible and/or intangible cultural heritage are largely none to low given that the subprojects will not disturb previously undeveloped lands. Furthermore, the Program will expressly exclude the financing of finance activities will have negative impacts on critical cultural heritage (including archaeological and historical sites or resources) or that involve the commercialization or appropriation of cultural heritage, including products of indigenous and local knowledge and tradition.

	[bookmark: _Hlk47011178]ESPS-9. Gender Equality
	No

	Due to the characteristics of the Program, no direct impacts related to sexual and gender-based violence or discrimination issues are expected. However, special attention will be given to the implementation of engagement strategies and the need to establish a code of conduct and a mechanism to address possible cases of harassment and sexual harassment.

	[bookmark: _Hlk47435000][bookmark: _Hlk46906721]ESPS-10. Stakeholder Engagement and Information Disclosure
	Yes

	The Program will utilize various communication channels, depending on the characteristics and needs of the stakeholders and the Program, taking into account ethno-cultural, social, accessibility and gender aspects to facilitate broad participation. As part of each channel installed, an issue tracking process should be developed, implemented, and monitored, including all follow-up management and responders.
As an ESAP requirement, prior to First Disbursement, BNDES will present to the Bank the Program-specific grievance mechanism to receive and facilitate resolution of concerns and grievances of affected stakeholders.

	Information Disclosure requirements (for the IDB)

	The Bank has announced its plans to support this program as part of the public information on the Green Coalition and the Amazon Presidential Summit in September 2023. 
The Bank will disclose this ESRS as part of the Loan Proposal package. Environmental and social information will be disclosed in the Project Monitoring Reports (PMRs) during execution.
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	Annex A.  The Environmental and Social Action Plan (ESAP)



	The Environmental and Social Action Plan (ESAP)

	Operation Name	
	PRO-AMAZÔNIA - BID-BNDES Credit Access Program for MSMEs and Small Entrepreneurs

	Operation Number
	BR-L1625

	ESAP Version
	

	As agreed by the Bank and the Borrower, this ESAP may be revised from time to time during Project execution to reflect adaptive management of Project changes and unforeseen circumstances or in response to the assessment of Project performance conducted under the ESAP itself. In such circumstances, the Borrower, through the Executing Agency, shall agree to the changes with the Bank and will update the ESAP to reflect such changes. Agreements on changes to the ESAP shall be documented through the exchange of letters signed between the Bank and the Borrower, through the Executing Agency.  The Borrower, through the Executing Agency shall promptly disclose the updated ESAP.



	Topic
	Action
	Evidence
	Milestone
	Due Date
	Cost (estimated)
	Responsible Party

	ESPS-1. Assessment and Management of E&S Risks and Impacts

	ESMS
	Present the final Operating Regulations (OR) that incorporate the environmental and social requirements and procedures, including the Program-specific exclusion and positive lists, necessary to ensure that the Program is consistent with the IDB ESPF, including the seven elements of an ESMS as defined by ESPS 1: (i) project-specific environmental and social framework; (ii) identification of risks and impacts; (iii) management programs; (iv) organizational capacity and competency, including participating Tier 2 lenders; (v) emergency preparedness and response; (vi) stakeholder engagement; and (vii) monitoring and review. 

	Executable OR that demonstrate that the Program will be carried out in compliance with the ESPF and applicable ESPSs.
	Prior to First Disbursement
	
	None
	BNDES

	
	
	
	
	
	
	

	ESPS-2. Labor and Working Conditions

	Labor and working conditions
	A gap analysis between BNDES policy, national legislation and NDAS 2 requirements will be performed and an action plan to reach compliance, if applicable, will be presented prior to first disbursement as a requirement of the ESAP.
	Gap Analysis and Action Plan (if applicable)
	Prior to First Disbursement
	
	None
	BNDES

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	ESPS-3. Resource Efficiency and Pollution Prevention 

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	ESPS-4. Community Health, Safety, and Security

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	ESPS-5. Land Acquisition and Involuntary Resettlement

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	ESPS-6. Biodiversity Conservation and Sustainable Management of Living Natural Resources

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	ESPS-7. Indigenous Peoples

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	ESPS-8. Cultural Heritage

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	ESPS-9. Gender Equality

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	ESPS-10. Stakeholder Engagement and Information Disclosure

	Grievance mechanism
	Present to the Bank the Program-specific grievance mechanism to receive and facilitate resolution of concerns and grievances of affected stakeholders.
	Grievance mechanism procedure
	Prior to First Disbursement
	
	None
	BNDES

	
	
	
	
	
	
	







	Annex B. The Environmental and Social (E&S) Legal Requirements

	Special Conditions. In order to comply with Articles 6.06 and 7.02 of the General Conditions, to meet the requirements of the Bank’s Environmental and Social Policy Framework and the applicable Environmental and Social Performance Standards, BNDES shall comply to the satisfaction of the Bank with the environmental and social conditions and requirements incorporated into the OR. BNDES shall present the executable OR to the Bank for its No Objection prior to First Disbursement and can only be modified with the prior written consent of the Bank. (see provisions to be incorporated into the Operating Regulations below)

	General Conditions

	 
Article 6.06. Environmental and Social Management. 
(a) The Borrower, directly or through the Accredited Financial Agents, agrees to carry out the execution (preparation, construction, and operation) of the activities included in the Program in accordance with the Environmental and Social Policy Framework of the Bank (ESPF) and its Environmental and Social Performance Standards, pursuant to the specific provisions on environmental and social considerations included in the Special Conditions. 
(b) The Borrower, directly or through the Accredited Financial Agents, agrees to immediately notify the Bank of any breach of the environmental and social commitments established in the Special Conditions. 
(c) The Borrower, directly or through the Accredited Financial Agents, agrees to implement a corrective action plan agreed upon with the Bank to mitigate, correct, or compensate for the adverse consequences that may occur due to failure to implement the environmental and social commitments established in the Special Conditions. 
(d) The Borrower, directly or through the Accredited Financial Agents, agrees to allow the Bank, by itself or by contracting consulting services, to carry out supervision activities, including environmental and social audits of the Program, to confirm compliance with environmental and social commitments. established in the Special Conditions.
 

	Definitions to be included in the Loan Contract 

	“Accredited Financial Agents” means second-tier lenders accredited by the Borrower to carry out indirect credit operations using Program funds. 
“Environmental and Social Performance Standards” or “ESPSs“ refer to the 10 Performance Standards that are part of the Environmental and Social Policy Framework (GN-2965-23). 


	Provisions to be incorporated into the Operating Regulations

	a. As part of the execution structure, a minimum of one (1) social and one (1) environmental specialist will be appointed to address the socio-environmental issues of the Program. 

Justification: These conditions are necessary to ensure execution of the Program in accordance with the ESPF. 

	b. The Borrower agrees to implement the Program, directly or through the Accredited Financial Agents or through every other contractor, operator or any other person performing Program- related activities, in accordance with the environmental and social requirements of the OR, and other environmental, social and occupational health plans that may have already been developed and/or will be developed during execution, and requirements included in any Corrective Action Plan.
c. The Borrower, directly or through the Accredited Financial Agents, shall ensure that it will not knowingly finance, directly or indirectly, any activities in the IDBs Environmental and Social Exclusion List (Annex 1 of the Environmental and Social Policy Framework Policy Statement, GN-2965-23).  
d. The Borrower must establish, publicize, maintain and operate an accessible grievance mechanism to receive and facilitate resolution of concerns and grievances of Project-affected people, and take all measures necessary and appropriate to resolve, or facilitate the resolution of, such concerns and grievances, in a manner acceptable to the Bank.

Justification: These conditions are necessary to ensure execution of the Program in accordance with the ESPF. 

	1. The Borrower shall ensure that:
(a) all measures necessary are taken to collect, compile, and furnish to the Bank through regular reports, with the frequency specified in the OR, and promptly in a separate report or reports, if so requested by the Bank, information on the status of compliance with the OR and the environmental and social instruments referred to therein, all such reports in form and substance acceptable to the Bank, setting out, at  least: (i) the status of implementation of the ESAP; (ii) conditions, if any, which interfere or threaten to interfere with the implementation of the ESAP; and (iii) corrective and preventive measures taken or required to be taken to address such conditions; and
(b) With respect to the Program, the Borrower, notifies the Bank in writing within ten (10) days of any (1) potential or actual material noncompliance with the environmental and social requirements; (2) incident or accident related to or having an impact on the Program which has, or is likely to have, a significant adverse effect on the environment, the affected communities, the public or workers, in accordance with the OR, the environmental and social instruments referenced therein and the ESPSs; (3) significant actual or imminent social conflicts; (4) E&S regulatory action; or (5) any newly identified environmental and social risks and impacts, that may affect the environmental and social aspects of the Program; in each case such notice shall include actions taken or proposed with respect to such events.

2. The Borrower shall prepare and present to the Bank’s satisfaction, an ESHS Compliance Report (ESCR), in the form and content agreed upon with the Bank as presented in Annex [X] as part of the semi-annual progress report and until two years after the last disbursement.

Justification: These conditions are necessary to ensure execution of the Program in accordance with the ESPF. 

	3. The Borrower, directly or through the Accredited Financial Agents, shall not engage in any of the following activities with respect to the Project, and/or Subprojects: finance subprojects that present moderate, substantial or high environmental and social risk, including subprojects that will lead to the use of child or forced labor, the conversion or degradation of natural habitats, negative impacts on critical habitats, cultural heritage, indigenous people or traditional rural communities, vulnerable urban communities, and activities that involve involuntary displacement (physical or economic), impacts on livelihoods.

Justification: This condition is necessary to ensure execution of the Program in accordance with the ESPF. 



	Annex C. Environmental and Social Maps 
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