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III.   MANAGEMENT OF PROCEEDS
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III.   Management of Proceeds

Funds raised from the Sustainability Bonds issued by BDMG will be managed by the Bank’s Financial Management 
Department to finance new or existing projects. Until the actual disbursement, the funds will be kept in the Bank’s 
cash account or in high liquidity and low risk instruments and, in any case, will not be used in investments that are not 
aligned with the Sustainability Bonds’ goals.

We reiterate that resources obtained from any Sustainability Bond issuance will be used exclusively to finance 
projects that meet the eligibility criteria described in this document. In addition, the allocation of the resources 
used will be reviewed by annual external audit.

BDMG has a robust internal accounting function as it is used to on-lend resources from several tier-2 banks, such 
as BNDES and AFD, as well as federal and state funds. The Sustainability Bond will be registered as a new “source” 
in the accounting system and properly tracked.
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IV.   REPORTING
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IV.   Reporting

Use of Proceeds

BDMG will annually disclose the use of proceeds of issued Sustainability Bonds, indicating the number of 
beneficiaries, the average value of the loans, the disbursement amount for each sustainable category that 
composes the portfolio and the regional distribution of resources in Minas Gerais, through an Annual Report, 
which should be published in the following media: BDMG website (www.bdmg.mg.gov.br).

The report will also demonstrate whether resources have been allocated to existing projects in the sustainable 
portfolio at the date of issuance or in projects contracted at a later date. The reported values and allocations will 
be validated by external audit.

Impact report

BDMG will also report annually overall aggregated impacts per use of proceeds category, presenting selected 
indicators and relevant cases in terms of the application of resources and positive impacts on the environment. 
The impact and outcome indicators to be reported will be selected over Table3.

The bank is committed to provide at least one impact indicator and one result indicator for each eligible category, 
in accordance with the best international practices. During the first year of the issuance, BDMG may integrate 
more examples of indicators.

Impact measure will be held a year later after implementation, considering as baseline the project or client 
performance before financed project implementation. BDMG will not directly carry out the measures. The Bank 
will ask for its clients to send information, which must be verifiable. The client is responsible to provide to the 
financial institution the requested information with the frequency established in the contract. 
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Table 3 – Examples of financial, result and impact indicators for BDMG Sustainability Bonds

Type Indicator Approach 

Indicators for total sustainable eligible portfolio

Financial

Number of beneficiaries (clients) = Number of beneficiaries

Loans’ average ticket (BRL) = Amount disbursed / Number of beneficiaries

Disbursement per eligible project category (BRL) = Amount disbursed per project category

Amount of proceed not yet allocated (BRL) = Amount not yet allocated

Part dedicated to refinancing (%)
= Amount disbursed to refinancing/total amount 
disbursed

Eligible Green Categories

a)	 Sustainable agriculture and sustainable management of living natural resources

Result

Planted, cultivated or reforested forest area (ha)
= hectares of planted, cultivated or reforested 
vegetation

Certified production area (ha)
= hectares of certified productive area (agriculture, 
livestock and forestry products)

Low carbon agriculture or livestock area (ha) = hectares with low carbon agriculture/livestock

Impact

Water use reduction (m3/year)
= m³ (annual) of water use (productive process) 
after project / m³ (annual) of water use (productive 
process) before project

Input use reduction (tones/year)
= tones (annual) of input use (productive process) 
after project / tones (annual) of input use (productive 
process) before project

Stocked GHG (tCO2eq)
= hectares of planted, cultivated or reforested 
vegetation * carbon storage potential of the area

b)	 Renewable energy and energy efficiency

Result
Renewable energy installed capacity (MW) = MW of renewable energy installed in the project

Renewable energy annual generation (MWh/year) = MWh of energy generated annually in the project

Impact
Annual GHG emissions’ reduction – GHG avoided (tCO2eq)

= MWh of energy generated annually in the project * 
GHG average emission factor of the Brazilian energy 
matrix or other applicable methodologies (IPCC)

Lower energy consumption total or per production unit after 
project implementation (kWh or kWh/unit)

= kWh consumption (annual) before project 
implementation – kWh consumption (annual) after 
project implementation

c)	 Sustainable water and wastewater management

Result

Expanded water or sewage annual treatment capacity (m3/
year)

= water or sewage annual treatment capacity of 
financed projects

Urban solid waste collected or treated (tones) = Annual urban solid waste collected or treated

Impact
Population with access to water and wastewater projects – 
sewage, solid waste or water supply (habitants)

= number of habitants served by the project

d)	 Clean Transportation

Result Avoided fossil fuel consumption (liters)
= Fossil fuel consumption (annual) before project 
implementation – fossil fuel consumption (annual) 
after project implementation

Impact Pollutants/GHGs emission reduction
= annual volume of fuel consumption * average 
emission factor of fuel

e)	 Pollution prevention and control

Result
Volume of industrial wastewater treated (m3/year) = annual volume of industrial wastewater treated

Waste collected or treated (tones) = annual waste collected or treated

Impact Avoided GHG emission with wastewater treatment (tCO2eq)
= annual volume of industrial wastewater treated * 
average emission factor of industrial wastewater
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Eligible Social Categories

f)	 Access to essential services – Health

Result

Number of hospitals, clinics and other healthcare facilities 
built/upgraded

= number of hospitals

Number of health patients served = number of patients

Impact
Number of health patients served in the category / Number 
of health patients served in all health credit lines (%)

= number of patients in the category/ total number of 
patients in all BDMG credit lines

g)	 Access to essential services – Education

Result
Number of schools and other education facilities built/
upgraded

= number of schools

Number of students enrolled in facility = number of students

Impact
Number of students enrolled in the category/Total number 
of students financed by BDMG (%)

= Number of students in the category/ total number 
of students in all BDMG credit lines

h)	 Socioeconomic empowerment – Gender inclusion

Result

Number of financed micro and small enterprises controlled 
by women

= number of enterprises

Average credit ticket granted to micro and small enterprises 
controlled by women

= total credit in the category/number of enterprises

Impact
Number of micro and small enterprises controlled by women 
financed in the category/Total number of micro and small 
enterprises controlled by women financed by BDMG (%)

= number of micro and small enterprises in the 
category/ total number of micro and small enterprises

i)	 Employment generation – Micro and small enterprises

Result Number of financed micro and small enterprises = number of enterprises

Impact Estimated number of jobs supported
= estimated number of jobs supported after project 
implementation

j)	 Affordable basic infrastructure – Inclusive and sustainable urbanization

Result

Number of attended municipalities with less than 100,000 
habitants

= number of financed municipalities with up to 
100,000 habitants

Number of urban infrastructure facilities built/upgraded = number of urban infrastructure facilities

Impact

Population assisted by the urban infrastructure (habitants)
= number of municipalities’ habitants assisted by the 
infrastructure

Number of attended municipalities with less than 100,000 
habitants served in the category/ Total number of attended 
municipalities (%)

= number of municipalities served in the category/ 
Total number of attended municipalities

k)	 Access to essential services – Economic recovery after disasters

Result
Number of financed companies located in municipalities that 
suffered natural and environmental disasters

= number of financed companies

Impact Estimated number of jobs supported
= estimated number of jobs supported after project 
implementation

l)	 Affordable basic infrastructure – Quality infrastructure

Result
Number of municipalities connected by the infrastructure = Number of municipalities connected

Number of infrastructure built/upgraded = number of municipalities served in the category

Impact Population assisted by the infrastructure (habitants) = number of habitants assisted by the infrastructure
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Annex 1 – Eligible environmental and social certifications for agriculture and forestry products

Agriculture:

 Starbucks Coffee and Farmers Equity (C.A.F.E Practices)10

 The Common Code for the Coffee Community (4C)11

 Fair Trade - Hired Labour12

 Fair Trade - Small Producer13

 Rainforest Alliance14

 UTZ15

 ProTerra16

 Naturland17

 Roundtable on Responsible Soy (RTRS)18

 Bonsucro19

 Roundtable on Sustainable Biomaterials (RSB) 20

 Florverde Sustainable Flowers21

 International Sustainability Carbon Certification (ISCC EU)22

 International Sustainability Carbon Certification (ISCC Plus)23

 Regenerative Organic Certified24

 IBD Fair Trade25

 Demeter Biodynamic Standards26

 Union for Ethical Biotrade (UEBT)27

Forestry products:

 Forest Stewardship Council (FSC) 28

 Program for the Endorsement of Forest Certification (PEFC)29

10  Available at: <https://www.scsglobalservices.com/services/starbucks-cafe-practices>. 
11 Available at: <http://douque.com/certification/the-common-code-for-the-coffee-community-4c-association/>. 
12  Available at: <http://www.fairtrade.net/hired-labour-standards.html>. 
13 Available at: <https://www.fairtrade.net/standards/our-standards/small-producer-standards.html>. 
14 Available at: <https://www.rainforest-alliance.org/business/solutions/certification/agriculture/>. 
15 Available at: <https://utz.org/>. 
16 Available at: <http://www.proterrafoundation.org/non-gmo/certification/>. 
17 Available at: <https://www.naturland.de/en/producers/steps-to-naturland-certification.html>. 
18 Available at: <http://www.responsiblesoy.org/>. 
19  Available at: <https://www.bonsucro.com/>. 
20 Available at: <https://rsb.org/>. 
21 Available at: <https://florverde.org/>. 
22 Available at: <https://www.iscc-system.org/certificates/all-certificates/>. 
23 Ibid.
24 Available at: <https://regenorganic.org/> 
25 Available at: <https://www.ibd.com.br/selo-ibd-fair-trade/?lang=en>
26 Available at: <https://www.demeter.net/certification/standards>
27 Available at: <https://www.ethicalbiotrade.org/>
28 Available at: <https://ic.fsc.org/en>. 
29 Available at: <https://www.pefc.org/>. 
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Annex 2 – Legal Restrictions, Impediments and Non-financeable Items

I. Legal Restrictions:

1. Legal restrictions that make it impossible to grant credit and provide guarantees to certain bidders, and BDMG 
cannot compromise on them. Only the changes in the respective legislation may create, extinguish, extend or 
reduce legal restrictions to credit concession.

2. According to the MNI - Operational Standards of Financial and Similar Institutions Manual, of the Central Bank 
of Brazil, BDMG is prohibited:

2.1. To finance allotment of land and construction of real estate for resale or incorporation, except for the 
deployment of industrial districts (article 15, VI of Res. CMN 394);

2.2. To grant loans or advances, directly or indirectly, in the cases of article 17 of Law No. 7492, dated 06/16/1986, such 
as (Res. CMN 1996, article 1, 2):

a) To companies or entities directly or indirectly controlled (Res 1996 art.1º I / III) by the state government, 
its municipalities, foundations, public companies and mixed-economy companies (CMN 1996, article 1, II);

b) Individuals who are members of the statutory bodies of any of the entities mentioned in the previous 
item, including the BDMG (Res. CMN 1996, article 2, I) and the company whose control is exercised by 
these persons, directly or indirectly (Res. , article 2, III);

c) To the spouse, ascendants or descendants, to relatives in the collateral line up to the second degree, 
consanguineous or related, of the persons mentioned in the previous item (Res. CMN 1996, article 2, II);

2.3. To carry out operations that do not comply with the principles of selectivity, guarantee, liquidity and risk 
diversification (CMN Resolution 1559, IX, a, CMN 2488, article 1, CMN 3258, article 1);

2.4. Grant credit or advance without the constitution of an adequate bond, representative of the debt (Res. CMN 
1559, IX, b; Res. CMN 2488, article 1; Res. CMN 3258, article 1);

2.5. Apply or promote the placement abroad, by any means, of resources collected in the Country (Bacen Circular 24);

3. To grant loans, credit or financing for new investments to be made in fixed assets of companies whose majority 
of voting capital belongs to persons not resident in Brazil, except for: (Decree 2233 of 1997 and Law 4131 of 
03.09.1962):

3.1. Public infrastructure services of the following segments:

a) Exploration of energy sources, generation, transmission and distribution;
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b) Any form of energy;

c) Any form of telephony

d) Ports and transport systems, including cargo and passengers

e) Environmental sanitation

3.2. Industrial complexes of the following segments:

a) Chemical-petrochemical, including the basic chemical industries, petrochemical, fine chemicals and fertilizers

b) Mineral-metallurgical

c) Automotive, including the automobile and auto parts industries

d) Agroindustrial and forestry, ranging from input suppliers to processors and distributors of agricultural 
products, food, beverages and wood panels, paper and pulp;

e) Capital goods, including equipment and components supplying industries

f) Electronic, including the industries of electronic components, telecommunications equipment and 
automation, as well as the manufacture and distribution of consumer and computer electronics (Decree 
No. 5688, of 2006).

3.3. Tourism Complex (Included by Decree No. 5688, of 2006);

3.4. Leasing of capital goods (Included by Decree No. 5,768, of 2006);

3.5. On-lending arising from loans’ funds, credit and financing obtained abroad, according to §2 of art. 35 of 
Decree 55.762 / 65.

4. In Public Sector Operations, BDMG is prohibited:

4.1. To grant credit to organs and entities of the public sector that are in default with financial institutions and 
other institutions authorized to operate by the Central Bank of Brazil; that present pending registration in the 
Registry System of Operations with the Public Sector - CADIP; that do not meet the legal limit of indebtedness 
established by the Federal Senate (Resolution CMN 2827 of 2001 and Resolutions 40 and 43 of 2001 of the 
Federal Senate);

4.2. To grant credit that imports in any transference, of any direct or indirect responsibility for the payment of the 
debt to entities of the public sector (Resolution CMN 2827 of 2001);

4.3. To grant credit to the controlling entity - State of Minas Gerais (Complementary Law 101 of 2000);

4.4.  To grant credit to the other entities of the Federation, including its entities of the indirect administration, even if in the form of 
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novation, refinancing or postponement of previously contracted debt, that are allocated to (Complementary Law 101 of 2000):

a) Financing of current expenses, directly or indirectly;

b) Refinance debt non-contracted with other financial institutions

5.  According to the Federal Constitution and the Constitution of the State of Minas Gerais, as a public company, 
BDMG is prohibited:

5.1. To enter into contracts with individuals holding mandates from State Deputies, Federal Deputies and Senators;

5.2. To enter into a financing agreement with legal entities that have Senators, Federal Representatives and State 
Representatives as owners, controllers or directors, when the source of funds is State Fund or other legal entity of 
the Public Law.

6. To grant credit to persons prevented from operating with the National Financial System, informed by the Central 
Bank through Sisbacen.

II. Impediments:

7. There are circumstantial restrictions due to technical, market, ethical, behavioral, economic or financial factors, 
among others, that are relevant to decision making and do not recommend the granting of credit or the provision 
or acceptance of guarantees.

7.1. In the FAHMEMG operations, created by Law No. 17,949 / 2008, in which the BDMG acts as a representative 
of the State Fund, in relation to impediments, only those that have the regulation of the Fund will be observed.

8. The following are considered to be impediments to the granting of credit, leasing, and the provision of guarantee by BDMG:

8.1. Deferred debt, including those related to State assets managed by BDMG, pending liquidation or regularization 
with BDMG for more than 5 business days, with the responsibility being of the proponent of the credit, member 
of its Economic Group or the guarantors of the operation;

8.2. Judicial or extrajudicial recovery process or bankruptcy against the proponent of the credit, members of his 
economic group or guarantors of the operation;

8.3. Conviction for the crime of practice of bankruptcy or against the popular economy, or any other that legally prevents the 
exercise of economic activity, from credit bidders, from members of its economic group, or from guarantors of the operation;

8.4. Registration of the proponent, members of his economic group or guarantors of the operation in the list of 
employers who adopt slave and child labor, published by the Ministry of Labor and Employment;

8.5. Relevant registration details of the tenderer, members of his economic group or guarantors of the operation 
whose justification has not been accepted by the Department responsible for credit analysis;

8.6. Term of office of Senator, Federal Deputy and Minister of State:
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a) By the credit proposer,

b) By a participant from the company proposing the credit or member of its economic group;

c) By a participant of the guarantor companies of the operation;

d) By individuals guaranteeing the operation

8.7. State Representative office term, position of Secretary of State, member of the Board of Directors and 
Executives of Public Companies, all by the State of Minas Gerais:

a) By the credit proposer;

b) By a participant from the company proposing the credit or member of its economic group;

c) By a participant of the guarantor companies of the operation;

d) By individuals guaranteeing the operation

8.8. Suspicion informed by BDMG to the BACEN of the practice of the money laundering crime by the proponent 
of the credit, by members of his economic group or by guarantors of the operation.

III. Non-financeable items:

9. BDMG will not fund the following items or activities:

9.1. Activities foreseen as non-fundable by resource providers;

9.2. Mining activities incorporating rudimentary mining;

9.3. Broadcasting and television services companies as well as companies that are in the same economic group;

9.4. Newspaper and magazine publishing companies as well as companies that are in the same economic group;

9.5. Weapons trade;

9.6. Pastures and crops in environmental preservation areas;

9.7.Sawing, exploitation and commercialization of native wood; 

9.8. Activities that contaminate the environment or are potentially formative of environmental liabilities that are 
irreparable incorrigible by mitigating technologies or practices;

9.9. Developments related to gambling games and activities alike.
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