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An S&P Global Second Party Opinion (SPO) includes S&P Global Ratings' opinion on whether the documentation of a sustainable finance instrument, framework, or 
program, or a financing transaction aligns with certain third-party published sustainable finance principles. Certain SPOs may also provide our opinion on how the issuer's 
most material sustainability factors are addressed by the financing. An SPO provides a point-in-time opinion, reflecting the information provided to us at the time the SPO 
was created and published, and is not surveilled. We assume no obligation to update or supplement the SPO to reflect any facts or circumstances that may come to our 
attention in the future. An SPO is not a credit rating, and does not consider credit quality or factor into our credit ratings. 
 

Second Party Opinion 

Banco ABC Brasil S.A.'s Sustainable Finance 
Framework 
Aug. 28, 2023 

Editor’s note: This SPO report is based on S&P Global Ratings’ “Analytical Approach: Second Party Opinions and Transaction 
Evaluations” dated Dec. 7, 2022, which was partly superseded by S&P Global Ratings’ “Analytical Approach: Second Party 
Opinions: Use of Proceeds,” dated Jul. 27, 2023, following the launch of our integrated use-of-proceeds SPOs. For more 
information on how we are managing the post-launch grace period, please see S&P Global Ratings To Launch Integrated 
SPOs Soon. 

Banco ABC Brasil S.A. (ABC Brasil) is a Brazilian bank founded in 1989, controlled by the Arab 
Banking Corp. and representing a material share of the group's assets (26%). ABC Brasil 
specializes in providing commercial loans, treasury services, and international lines of credit 
to large companies. Recently, the bank has been diversifying its services by expanding them 
to midsize companies and developing new business lines such as investment banking and 
energy commercialization. 

In our view, ABC Brasil's sustainable finance framework, published on Aug. 28, is aligned with:  

✔ Social Bond Principles, ICMA, 2023 
 

 

✔ Social Loan Principles, LMA/LSTA/APLMA, 2023 
 

 

✔ Green Bond Principles, ICMA, 2021 (with June 2022 Appendix 1) 
 

 

✔ Green Loan Principles, LMA/LSTA/APLMA, 2023 
 

 

✔ Sustainability Bond Guidelines ICMA, 2021 
 

 

Issuer’s Sustainability Objectives  
Since 2020, ABC Brasil has been formally integrating ESG-related topics into its strategic 
planning. For this purpose, the entity has updated its internal policies to incorporate social, 
environmental, and climate factors, and restructured its governance to oversee the 
implementation of its newly created sustainability strategy based on four pillars: institutional, 
impacts, social responsibility, and sustainable businesses. 

In our view, ABC Brasil's framework specifically aligns with the sustainable businesses pillar 
under which the bank aims to identify opportunities in the sustainable finance market to unlock 
positive impacts across different sectors, enabling clients to access resources to contribute to 
the transition toward a sustainable future. Therefore, the bank seeks financing to boost its low-
carbon portfolio and reduce the environmental footprint of financed activities, while also 
enhancing social benefits to low-income, disadvantaged, and minority groups and increasing 
access to financing for micro, small, and midsize enterprises (MSMEs).  

Primary Analyst 

Annia Mayerstein 
Mexico City 
+52 55-1037-5282 
annia.mayerstein 
@spglobal.com 
 

Secondary Analyst 

Rafael Janequine 
Sao Paulo 
+55-11-3039-9786 
rafael.janequine 
@spglobal.com 
 
Deborah Siqueira 
Sao Paulo 
deborah.siqueira 
@spglobal.com 
 

Research Contributor 

Sachin Powani 
Mumbai 
 

chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https:/www.spglobal.com/_assets/documents/ratings/research/101562808.pdf
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https:/www.spglobal.com/_assets/documents/ratings/research/101562808.pdf
https://www.spglobal.com/ratings/en/research/articles/230727-analytical-approach-second-party-opinions-use-of-proceeds-12775313
https://www.spglobal.com/ratings/en/research/articles/230727-analytical-approach-second-party-opinions-use-of-proceeds-12775313
https://www.spglobal.com/ratings/en/research/articles/230706-s-p-global-ratings-to-launch-integrated-spos-soon-12782189?utm_medium=cpc&utm_source=google&utm_campaign=Brand_Sustainable1_Search&utm_term=sustainable1&utm_content=534418150275&gclid=EAIaIQobChMItO6qqviP_gIVjdPtCh1o7AEtEAAYASAAEgJBwvD_BwE
https://www.spglobal.com/ratings/en/research/articles/230706-s-p-global-ratings-to-launch-integrated-spos-soon-12782189?utm_medium=cpc&utm_source=google&utm_campaign=Brand_Sustainable1_Search&utm_term=sustainable1&utm_content=534418150275&gclid=EAIaIQobChMItO6qqviP_gIVjdPtCh1o7AEtEAAYASAAEgJBwvD_BwE


Second Party Opinion 

spglobal.com/ratings This product is not a credit rating Aug. 28, 2023 2 

 

Second Party Opinion Summary 

Use of proceeds 
   

Alignment 
 

✔  ABC Brasil’s sustainable finance framework is aligned with this component of the applicable Principles. 
  

 
 

 

Score 
 

 

ABC Brasil commits to allocating an amount equivalent to the net proceeds of instruments issued under its framework to finance 
and/or refinance eligible green and social projects. These contribute to at least one sustainability objective and support targeted 
U.N. sustainable development goals (SDGs). The entity will disclose the share of financing versus refinancing, with a maximum 
look-back period of 24 months for refinanced projects. 

 

Process for project evaluation and selection 
   

Alignment 
 

✔ 
 

ABC Brasil's sustainable finance framework is aligned with this component of the applicable Principles. 
  

 
 

 

Score 
 

 

The framework outlines that the bank's environmental and social risk and sustainability teams will select projects to fit eligible 
categories based on solid criteria. A multidisciplinary team will oversee allocation and deliberate on matters related to the 
proceeds. ABC Brasil incorporates clear eligibility criteria by setting quantitative thresholds or referencing market-based 
certifications for most of the eligible project categories. 

 

Management of proceeds 
   

Alignment 
 

✔ 
 

ABC Brasil's sustainable finance framework is aligned with this component of the applicable Principles. 
  

 
 

 

ABC Brasil states that all financing issued under the framework will be allocated within a two-year period after each issuance. 
Monitoring of allocation will be conducted on a semiannual basis. Until redemption, unallocated proceeds will be temporarily 
invested in cash or highly liquid instruments. 

 

Reporting 
   

Alignment 
 

✔ 
 

ABC Brasil's sustainable finance framework is aligned with this component of the applicable Principles. 
  

 
 

 

Score 
 

 

ABC Brasil commits to annually reporting the allocation of net proceeds and impact of financed projects until redemption of the 
instruments issued under the framework. This information will be available on the entity's website. 

 

 

 

 

AlignedNot aligned Strong Advanced

AlignedNot aligned Strong Advanced

AlignedNot aligned Strong Advanced
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Framework Assessment 

Use of proceeds 
The Principles make optional recommendations for stronger structuring practices, which inform our alignment opinion as 
aligned, strong, or advanced. For use of proceeds, we consider the commitments and clarity on how the proceeds are used. 

 

✔ ABC Brasil’s sustainable finance framework is aligned with this component of the applicable Principles. 
 

 

Commitments score 
 

We consider ABC Brasil’s overall use of proceeds commitments to be aligned. 

ABC Brasil commits to allocating an amount equivalent to the net proceeds from any financial 
instrument issued under its framework to finance/refinance eligible green and social projects, in 
line with the bank's sustainability strategy aimed at expanding financing to sustainable 
businesses in Brazil.  

The framework has seven green categories: environmentally sustainable management of living 
natural resources and land use, renewable energy, energy efficiency, green buildings, clean 
transportation, sustainable water and wastewater management, and pollution prevention and 
control. Projects relating to renewable energy, energy efficiency, clean transportation, and green 
buildings contribute to climate change mitigation by minimizing dependence on fossil fuel-based 
products and activities.  

In each category, ABC Brasil provides a clear description of the eligible financed activities. For 
example, it considers as eligible waste biomass power plants if projects meet an 80% energy 
efficiency threshold and a 16.0 grams of carbon dioxide equivalent per megajoule of energy 
(gCO2e/MJ) emissions threshold, which is in line with the Climate Bonds Standard Bioenergy 
criteria. For forestry activities, the framework adopts two layers of screening: market-based 
certifications such as the Forest Stewardship Council (FSC), and for noncertified projects, it 
requires following the national regulator’s guidelines to have a sustainable management plan and 
address chemical use.  

The framework also includes projects that deliver environmental benefits while requiring 
intensive land use, which constrain our assessment at aligned. For example, although animal 
waste treatment projects promote a circular economy and energy efficiency, they could rely on 
manure from cattle, which is land-use-intensive. For biofuels, particularly important in Brazil, net 
environmental benefits for very carbon-intensive baselines may be significant, but scaling up also 
creates additional environmental risks, such as increased land use competition and degraded soil 
quality.  

For such cases, we view positively that ABC Brasil requires thresholds for greenhouse gas 
emissions aligned with the E.U. Renewable Energy Directive (RED II), requires BONSUCRO 
certification for large sugarcane producers, and excludes projects that could drain carbon 
reserves in soil or compete with food production. However, the framework doesn't exclude 
competition with feed production areas, which could potentially allow for exposure to indirect 
risks of land-use change.  

The framework's five social project categories are affordable basic infrastructure, affordable 
housing, employment generation, socioeconomic advancement and empowerment, and access 
to essential services for both education and health care. Funding projects in this category aim to 
achieve social benefits such as improving access to financing for MSMEs that meet gender, 
racial, and people with disabilities criteria and enhancing affordability and access to education 
and health services at free or subsidized rates. The target population is described for each social 
category following international indexes and governmental definitions. 

We see financing to affordable housing projects as especially relevant considering the housing 
deficit of about six million homes in the country, according to the latest official data. In addition, 
projects that provide public school transport help to address a significant social gap in the 
country: more than 2 million children and adolescents from ages 11 to 19 are not attending school 

AlignedNot aligned Strong Advanced

https://www.gov.br/mdr/pt-br/assuntos/habitacao/RelatorioDeficitHabitacionalnoBrasil20162019v1.0.pdf
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in Brazil and 18% of them say the lack of transportation is the reason for dropping out, according 
to Unicef. We view positively that although classified as social, the project also includes market-
based clean transportation thresholds for greenhouse gas emissions.  

ABC Brasil communicates its sustainability objectives by outlining specific SDG targets that each 
eligible project category aims to meet. Moreover, the bank will disclose the share of proceeds 
used to finance and refinance eligible projects, which we see as favorable.  

 

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

 

✔ ABC Brasil's sustainable finance framework is aligned with this component of the applicable Principles. 
 

 

Commitments score 
 

We consider ABC Brasil’s overall process for project selection and evaluation commitments to be 
aligned. 

The framework outlines the process that the bank will use to determine how projects fit within 
the eligible categories. The environmental and social risk and the sustainability units will identify 
whether the operations fall under any of the eligible green or social categories based on specific 
criteria, such as the alignment of the client's activity with the Brazilian Federation of Banks' 
Green Taxonomy, the client's size and location, the financed items, and the diversity of the 
client's leadership or entrepreneurship. Additionally, other strategic units of the bank--such as 
the treasury, risk management, and human resources teams--will be involved in monitoring the 
financial allocation and reviewing the projects' environmental and social benefits and how they 
align with the entity's policies and exclusion list.  

Moreover, the bank will rely on its environmental and social risk management system (ESMS) to 
identify, measure, mitigate, and monitor direct and indirect risks associated with financed 
projects. The ESMS applies the IFC Performance Standards and national regulation, which is line 
with industry practices. All credit operations funded by the proceeds issued under the framework 
will be categorized into low, medium, or high E&S risk, with the latter submitted to the credit 
committee and requiring additional corrective measures.  

In addition to connecting all eligible green and social projects to specific targets under U.N. 
SDGs, ABC Brasil incorporates clear eligibility criteria by setting quantitative thresholds or 
referencing market-based certifications for several project categories. For example, various 
green projects have their thresholds aligned with the Climate Bonds Initiative or require solid 
market certifications such as LEED (gold or higher) and Forest Stewardship Council and 
Programme for the Endorsement of Forest Certification. The bank also includes a specific 
exclusion list covering items such as deforestation operations, non-RSPO (Roundtable on 
Sustainable Palm Oil) certified palm oil, and thermal coal mining. For social projects, target 
population definitions mainly follow official definitions, referencing organizations such as the 
U.N. or IFC in the absence of governmental definitions.  

In the bank's extensive list, not all applicable project categories include clearly defined 
thresholds and/or incorporate market-based taxonomies, which is in line with the global banking 
industry's practices, but constrains our assessment.  

 

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

 

AlignedNot aligned Strong Advanced

https://www.unicef.org/brazil/media/20186/file/educacao-em-2022_a-voz-de-adolescentes.pdf
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✔ ABC Brasil’s sustainable finance framework is aligned with this component of the applicable Principles. 
 

ABC Brasil commits to monitoring net proceeds from instruments issued under the framework 
semiannually and fully allocating them within two years after each issuance. The net proceeds 
will be deposited in a general account and the bank will ensure that an equivalent amount is used 
to finance qualifying projects, complying with the bank's lending policies and applicable 
exclusions, such as refraining from investing in carbon-intensive assets.  

In case loans take the form of one or more tranches of loan facilities, the bank will ensure that 
only green tranches can be labeled as green. The issuer will de-label the securities that fail to use 
proceeds as planned and hold unallocated proceeds in the bank's liquidity reserve, in cash and 
other highly liquid market securities, which is in line with market practice. Moreover, the entity 
commits to reallocating proceeds to eligible projects within 12 months and disclosing changes to 
the portfolio in its annual reports, which we view as in line with best market practices.  

 

Reporting 
The Principles make optional recommendations for stronger disclosure practices, which inform our disclosure opinion as 
aligned, strong, or advanced. We consider commitments for reporting on the allocation of proceeds to eligible projects and the 
expected or actual impact of the projects financed, as well as the frequency of reporting. 

 

✔ ABC Brasil’s sustainable finance framework is aligned with this component of the applicable Principles. 
 

 

 

Disclosure score 
 

We consider ABC Brasil’s overall reporting practices to be aligned. 

ABC Brasil commits to annually reporting on the allocation of the proceeds issued under the 
framework until the instruments' redemption. The report will be available on the entity's public 
website and will contain relevant information, such as the amount of unallocated proceeds and 
the proportion of funds used for refinancing as well as additional descriptive information, such as 
the amount allocated per region of the country and the disbursement for each green and social 
category. An external verifier will validate the amounts disclosed in the allocation report. 

The bank will also be transparent about the impacts for each category until redemption on an 
annual basis. Moreover, ABC Brasil commits to disclosing output and outcome indicators for all 
project categories as well as the methodologies selected for their calculation, which we view 
positively. For green projects, the list would include a comprehensive set of indicators, ranging 
from more basic metrics such as the number of beneficiaries and the production under 
sustainable practices to more consolidated KPIs such as avoided greenhouse gas emissions and 
financial losses. In contrast, social indicators selected are limited to inputs and outputs, such as 
the number of financed projects and beneficiaries, which reflects common limitations faced by 
the sector when tracking social impact.  

However, ABC Brasil does not commit to measuring expected impacts before the financing, 
which constrains our assessment.  

 

 

 

 

AlignedNot aligned Strong Advanced
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Mapping To The U.N.'s Sustainable Development Goals 
The Sustainable Development Goals (SDGs), which the United Nations (U.N.) set up in 2015, form 
an agenda for achieving sustainable development by 2030. 

We use the International Capital Market Association's (ICMA's) SDG mapping for this part of the 
report. We acknowledge that ICMA’s mapping does not provide an exhaustive list of SDGs and 
that ICMA recommends each project category be reviewed individually to map it to the relevant 
SDGs.  

ABC Brasil’s sustainable finance framework intends to contribute to the following SDGs: 
 

Use of proceeds SDGs  

Environmentally sustainable 
management of living natural 
resources and land use 

 

2. Zero hunger* 
 

 

13. Climate action* 
 

 

15. Life on land* 
 

  

Renewable energy 

 

7. Affordable and 
clean energy* 

 

    

Energy efficiency 

 

7. Affordable and 
clean energy* 

 

    

Green buildings 

 

12. Responsible 
consumption and 

production 
 

 

13. Climate action* 
 

   

Clean transportation 

 

9. Industry, 
innovation and 
infrastructure 

 

 

11. Sustainable 
cities and 

communities* 
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Sustainable water and wastewater 
management 

 

6. Clean water  
and sanitation* 

 

    

Pollution prevention and control 

 

9. Industry, 
innovation and 
infrastructure 

 

 

12. Responsible 
consumption and 

production* 
 

   

Access to essential services 

 

3. Good health  
and well-being* 

 

 

4. Quality 
education* 

 

   

Affordable basic infrastructure 

 

6. Clean water  
and sanitation* 

 

 

9. Industry, 
innovation and 
infrastructure* 

 

 

11. Sustainable 
cities and 

communities* 
 

  

Affordable housing 

 

11. Sustainable 
cities and 

communities* 
 

    

Financing for SMEs (employment 
generation) 

 

8. Decent work  
and economic 

growth* 
 

 

9. Industry, 
innovation and 
infrastructure* 
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Socioeconomic advancement and 
empowerment 

 

5. Gender equality* 
 

 

10. Reduced 
inequalities* 

 

   

*The eligible project categories link to these SDGs in the ICMA mapping.  
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Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P) receives compensation for the provision of the Sustainable Financing Opinions product 
(Product). S&P may also receive compensation for rating the transactions covered by the Product or for rating the issuer of the transactions covered by the Product. The 
purchaser of the Product may be the issuer.  

The Product is not a credit rating, and does not consider credit quality or factor into our credit ratings. The Product does not consider, state or imply the likelihood of 
completion of any projects covered by a given financing, or the completion of a proposed financing. The Product encompasses Second Party Opinions and Transaction 
Evaluations. Second Party Opinions consider features of a financing transaction and/or financing framework and provide an opinion regarding alignment with certain third-
party published sustainable finance principles and guidelines (“Principles”). For a list of the Principles addressed by our Second Party Opinions, see the Analytical 
Approach and Analytical Supplement, available at www.spglobal.com.Transaction Evaluations provide an opinion which reflects our assessment of the potential relative 
environmental benefit of the funded or resilience projects. The Product is a statement of opinion and is neither a verification nor a certification. The Product is a point in 
time evaluation reflecting the information provided to us at the time that the Product was created and published, and is not surveilled. The Product is not a research report 
and is not intended as such. 

S&P's credit ratings, opinions, analyses, rating acknowledgment decisions, any views reflected in the Product and the output of the Product are not investment advice, 
recommendations regarding credit decisions, recommendations to purchase, hold, or sell any securities or to make any investment decisions, an offer to buy or sell or the 
solicitation of an offer to buy or sell any security, endorsements of the suitability of any security, endorsements of the accuracy of any data or conclusions provided in the 
Product, or independent verification of any information relied upon in the credit rating process. The Product and any associated presentations do not take into account any 
user’s financial objectives, financial situation, needs or means, and should not be relied upon by users for making any investment decisions. The output of the Product is 
not a substitute for a user’s independent judgment and expertise. The output of the Product is not professional financial, tax or legal advice, and users should obtain 
independent, professional advice as it is determined necessary by users.  

While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent 
verification of any information it receives.  

S&P and any third-party providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, 
completeness, timeliness or availability of the Product. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for 
reliance of use of information in the Product, or for the security or maintenance of any information transmitted via the Internet, or for the accuracy of the information in the 
Product. The Product is provided on an “AS IS” basis. S&P PARTIES MAKE NO REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, INCLUDED BUT NOT LIMITED TO, 
THE ACCURACY, RESULTS, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE WITH RESPECT TO THE PRODUCT, OR FOR 
THE SECURITY OF THE WEBSITE FROM WHICH THE PRODUCT IS ACCESSED. S&P Parties have no responsibility to maintain or update the Product or to supply any 
corrections, updates or releases in connection therewith. S&P Parties have no liability for the accuracy, timeliness, reliability, performance, continued availability, 
completeness or delays, omissions, or interruptions in the delivery of the Product.  

To the extent permitted by law, in no event shall the S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or 
consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by 
negligence, loss of data, cost of substitute materials, cost of capital, or claims of any third party) in connection with any use of the Product even if advised of the possibility 
of such damages.  

S&P maintains a separation between commercial and analytic activities. S&P keeps certain activities of its business units separate from each other in order to preserve the 
independence and objectivity of their respective activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. 
S&P has established policies and procedures to maintain the confidentiality of certain nonpublic information received in connection with each analytical process.  

For PRC only: Any “Sustainable Financing Opinions” or “assessment” assigned by S&P Global Ratings: (a) does not constitute a credit rating, rating, sustainable financing 
framework verification, certification or evaluation as required under any relevant PRC laws or regulations, and (b) is not intended for use within the PRC for any purpose 
which is not permitted under relevant PRC laws or regulations. For the purpose of this section, “PRC” refers to the mainland of the People’s Republic of China, excluding 
Hong Kong, Macau and Taiwan. 

Copyright © 2023 by Standard & Poor’s Financial Services LLC. All rights reserved. 

http://www.spglobal.com/

