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Proposcd Global Environmental Objective(s)

Financing Sourcee Amount
Borrower 99.66
Global Environment Faeility (GEF) 18.20
Total 117.86
Expected Disbursements (in USD Million)

Fiscal 2015 2016 2017 2018 2019 2020 0000 0000 0000 0000
Year

Annual 220 400|600 [5.00  |100  Jooo  [ooo  |ooo oo  |ooo
Cumulai|220 |620 [1220 [17.20 [1820 [0.00  [000  [o.oo  [0.00  |0.00

ve

financial sustainability.

Components

Component Name

The Project's Global Environmental Objective (GEO) is the sume as the Project's Development
Qbjective (PDO). namely, (a) to support the expansion ol globally significant, representative and
ellective Marine and Coastal Protected Area System in Brazil, and (b) to identily mechanisms [or its

Cost (USD Millions)

Practice Area/ Cross Cutting Solution Aren

Component 1 - Creation and consolidation of Marine and 12,29
Coastal Proiected Areas

Component 2 = Identification and design of linancial 2.50
mechanisms to support Marine and Coastal Protected Arcas

Component 3 — Moniloring and evaluation 2.50
Component 4 - Project coordination and management 0.91

Institutional Data

Environment & Natural Resources

Cross Cutting Areas

[X] Climate Change

[ | Irpgile, Conflict & Violence
[X] Gender

| Johs

1X] Publie Private Partnership

Scetors / Climate Change

Sector (Maximum 5 and total % must equal 100)

Major Scclor Sector Yo Adaptation | Mitigation
Co-benelits Yo [Co-benelits %
Agriculture, fishing, and lorestry General agriculture, 100
fishing and lorestry
scclor
Total 100
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L1 certify that there is no Adaptation and Mitigation Climate Change Co-benefits information
applicable (o this project.

Themes

Theme (Maximum 5 and total % must equal 100)

Major theme Theme i Ya

Environment and natural resources Biodiversity GO

management -

Environmenl and natural resources Other environment and natural resources |40

management management

Total | 100

Compliance

Policy

Does the project depart from the CAS in content or in other significant Yes [ ] No [ X ]
respects?
I e L e L L g e e i
Doces the project require any waivers of Bank policies? Yes || No | X |
Have these been approved b)_' Bun_lc management? Yes [ ] No | |
Is approval for :my_in_o.liﬁy waiver sought from the Board? Yes [ ] No [X]
Does the project meet the Regional eriteria for readiness lor implementation? Yes [X] No[ |

Safeguard Policies Triggered by the Project Yies No
Environmental Assessment DP/BlP 4.01 X

Natural Habitats OP/BP 4,04 X

Forests OP/BP 4.36 X

Pest Management OP 4,09 X
Physical Cultural Resources OP/BP cl].l e | X

Indigenous Peoples OPR/BR 4,10 N

Involuntary Resettlement OP/BP 4..1'.".. . B X
Safety of Dams OP/BP 437 X
Prq_iccls;;:n; ‘Iulcrn:uiunul Walerways OP/BE 7,50 X
Projects in Disputed Arcas OF/BP 7,60

Leaal Covenants

Name Recurrent

Due Date Frequency

Project Operational Conunitlee X CONTINUOUS

Description of Covenant

The recipient shall establish and maintain the Project Operational Committee, which shall be chaired by
MMA and comprised of qualified representatives rom MMA, ICMBio and the Recipient, and
responsible lor overseeing the implementation of the Projeet and, il and where appropriate; the
responsibilily to establish ad hoc Technical Working Groups (Schedule 2, Scction 1, A, paragraph 2, a),
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Name Recurrent Due Date Frequency

Projeet Coordination Unit X CONTINUOQUS

Description of Covenant

The recipient shall establish and maintain the Project Operational Committee, which shall be chaired by
MMA and comprised of qualified representatives from MMA, ICMBio and the Recipient, and
responsible for overseeing the implementation of the Project and, il and where appropriate, the
responsibility to establish ad hoc Technical Warking Groups (Schedule 2, Section 1, A, paragraph 2, a).

Name | Recurrent Due Date Frequencey

Projeet Council | X CONTINUOUS

Deseription of Covenant
The recipient shall establish and maintain the Project Council, which shall be chaired by MMA and
comprised ol qualified representatives from Co-linanciers and relevant stakeholders, responsible for
providing non-binding policy level and stralegic guidance, and assisting in the resolution of any inter-
seclorial issues (Schedule 2, Section 1, A, paragraph 2, ¢).

Name Recurrent Duc Date Frequency

Annual Operating Plan X Yearly

Description of Covenant

The recipient shall prepare and lurnish to the Waorld Bank [or its approval, the dralt Annual Operating
Plan, including. without limitation, a budget and indication of source of funds, and all measures taken or
to be taken in accordance with the Environmental and Secial Management Frameworlk, the Indigenous
Peoples Plan and the Process Framewaork (Schedule 2, Section 1, A, paragraph 3).

C“

onditions
Source Of Fund Name |T_vpu
GEFU Exccution of Granl Agreement |E‘I‘Fcc1i\fcncss

Description of Condition

“I'he exceution and delivery of the Grant Agreement on behall ol the Recipient have been duly authorized
or rutilicd by all necessary governmental and corporate action (Article V, paragraph 5,01, a),

Source Of Fund Name Type

GEFU Technical Cooperation Agreements Effectiveness

Description of Condition

The MMA Technical Cooperation Agreement and the ICMBio Technical Cooperation Agreement have
been exccuted on behall ol the Reeipient and MMA and ICMBio, respectively (Article V, paragraph
500, b,

Source O Fund Name Type

GEFU Project Operational Manual Effcetivencss

Deseription of Condition
The Projeet Operational Manual, in Torm and substance satislactory Lo the World Bank, has been
prepared and adopted by the Recipient. MMA, ICMBio (Article V, paragraph 5,01, b),

Team Composition

E:m I Stalf

Name Title Specialization Unit
Cassia Coutinho Barreto |Consultant Consultant GTIDR
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Alberto Coclho Gomes | Senior Social Social Saleguards GURDR
Costa Development Specialist | Specialist
Frederico Rabello T, Scnior Procurement Senior Procurement GGODR
Costa Specialist Specialist
Sofia De Abreu Ferreirn |Counsel Counsel LEGEN
Adriana Gonealves Scnior Environmental | Team Lender GENDR
Moreira Specialist
Maria Joao Pagarim Financial Management |FM Specialist GGODR
Ribei Kaizeler Specialist
Solia Keller Neiva E T Temporary Program Assistant LCCsC
Michele Martins Program Assistant Program Assistant LCCSC
Miguel-Santiago da Senior Finance Officer | Senior Finanee Officer  |CTRLN
Silva Oliveira
Guadalupe Romero Silva |Consultant Operations Analyst GENDR
Apnes Velloso Consultant Environmental GENDR
Sulcguards Specialist
Tanya Lisa Yudelman  |Consultant Coastal and Marine GWADR
Protected Areas
Specialist
Tatiana Cristing O. de  Finance Analyst Finance Analyst CTRLN
Abreu Souza
Stephanie Kuttner Consultant Gender & Social GENDR
Development
Non Banlk StalTl
Name Title City

e s ————"

Locations
Country First Location Planned [Actual  |Comments
Adminisirative
Division
Brazil Rio Grande do Estado do Rio X
Norte Grunde do Norle
Brazil Pernambuco Estado de X
Pernambuco
Brazil Paraiba Estado da Paraiba X
Brazil Paru Estado do Para X
Brazil Maranhao Estado do X
Maranhao
Brazil Ceurn Estado do Ceara X
Brazil Alagoans Estado de Alagoas X
Brazil Sergipe Estado de Serpipe X
Brazil Sano Paulo Estado de Sao X




Paulo

Brn?ll Santa Cataring Estado de Sunta X
Catarina

Brazil Rio Grande do Sul |Estado do Rio X
Grande do Sul

Brazil Rio de Janeiro Estado do Rio de X
Jangiro

Brazil Parana Estado do Parann X

Bravil Espirito Santo Estado do Espirilo X

i - Santo
Brazil Estado de Bahia Estado da Bahia X
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I. Strategic Context o T
A. Country Context
1, Brazil's extensive coastline measures over 9,000 km?, including bays and

promontories. The coastal and marine zone includes a land area of 514 thousand km?®
and a marine area of over 3.5 million km”, an area equivalent to 41% of the Brazilian
terrestrial territory (8.5 million km”) and comparable in size o the Brazilian Amazon
(4.1 million km”).'

2; The coastal zone hosts 43 million inhabitants, or 18% of the national
population, 395 municipalitics and 16 of Brazil’s 28 metropolitan regions *. The
fishing industry accounts for some 800,000 jobs in Brazil, involving about 4 million
people directly and indirectly, The Brazilian coast hosts an immense variely ol
environments and wildlifc: onc of the longest continuous stretches of mangrove
ecosystems in the world, important as nursery siles, biological filters and carbon sinks:
the only coral reefs in the South Atlantic; many endemic species; dune [fields; lagoon
complexes; restingas (sandy-coastal plain vegetation); and flood plains. Unlortunately,
these environments have been subjected Lo intense human and economic pressure.

& Economic conditions have weakened in Brazil over the last four years.
While remaining relatively resilient during the 2008 [linancial crisis and recovering
swillly in 2010, economic growth has slowed from pre-crisis levels ol 4-3 percent to 2
percent over 2011-13. However, the slowdown did not translate into a weaker labor
market, which remained strong with unemployment running at historically low rates of
around 5 percent,

d, Slow growth, persistent inflation, structural bottlenecks, and domestic as
well as global uncertainties continue to overshadow the economic outlook lor
Brazil. While growth over the past decade was in part based on favorable external
conditions, growth ol the workfloree and productivity growth has stagnated, These
constraints have made it difficult 1o achieve higher levels of non-inflationary growth,
Current estimates [or GDP growth in 2014 suggest that it will be close o 1 percent,
while inflation is at the top of the target range of 6.5%. The post-election year ol 2015 is
widely seen as a year of necessary adjustments to bring inflation under control and lay
the foundations to medium-term growth. Over a longer time horizon. however, the
outlook remains positive, conditional on progress with structural reform. Brazil remains
a country with vast natural resources and a large untapped growth potential, Tapping
into this potential, however, will require tackling structural impediments to growth such
as burdensome tax and labor regulations, insufficiently skilled worklorce and poor
inlrastructure while sustaining adequate environmental and social safeguards,

. Despite lower than expected growth in recent years, poverty and inequality
continue to decline. The Government helped lift 4 million Brazilians out of poverty in
2012, the highest number recorded in a single year. These numbers are consistent with
the trend in poverty reduction, Using the administrative poverty lines derived from the

" MMA - Ministério do Meio Ambiente (2008), Macro-diagnostico da Zona Costeira ¢ Marinha, Brasilin,
2 MMA = Ministério do Meio Ambiente (2008) Programa REVIZEE: avaliagdo do poleneial sustentavel
de rectryax vivays na zona ceondinica exelisiva: relatdrio eveentive! MMA, Seeretaria de Qualidade
Ambiental, Brasilin,
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Bolsa Familia and the Brasil Sem Miséria progrﬂms“. moderate poverty has fallen [rom
24.7 percent in 2001 to 9.0 percent in 2012, while extreme poverty declined, from 9.9
percent in 2001 to 3.6 percent in 2012, Thus [rom 2001 to 2012 the number ol poor was
reduced by 24.8 million and the number of extreme poor by 9.9 million.

6. Increases in labor income and wages, combined with effective transfers
have generated significant progress in shared prosperity. Driven by these [aclors,
income levels of the poor are increasing [aster than the rest ol the country. From 2002 to
2012, mean income per capita in Brazil grew at an annualized rate of 3.5 percent, while
the corresponding figure for the bottom 40 percent of the income distribution was 6.1
percent, This 1s faster growth than experienced in the LCR region overall where mean
incomes grew by an annualized rate of 2.9 percent and incomes ol the botlom 40
percent grew at 4.8 percent annually,

7. Efforts to increase the coverage of Brazil’s network of Marine and Coastal
PAs (MCPA) not only contribute to the protection of global public goods (marine
and coastal ccosystems). They also protect stocks and so supporl the productivity of
Brazil fisheries; in turn strengthening the sustainability and of both industry and
traditional communities dependent on marine resources. By supporting the Borrower's
efforls in this regard, the Project is expecled to indirectly contribute (o the achievement
ol the Bank’s twin goals ol povertly reduction and shared prosperity.

8. As economic activities in the coastal zone account for roughly 70% of the
Brazilian GDP, the coastal zone can be considered one of the most environmentally
threatened regions in the country. The establishment of PAs (PAs - Unidades de
Conservagao, UCs in Blwil, as defined by the Law 9.985/2000) is considered essential
lo conserve the ocean’s biodiversity, and natural assets important for the fisheries and
tlourism industries, Protection of marine and coastal resources is an important factor in
maintaining productivity of [ish stocks”, which are essential to improve the livelihood of
poor communitics thus contributing directly to the twin goals of poverty reduction and
shared prosperity.

B. Sector and Institutional Context

9. Despite the vastness of Brazil's coastal and marine area, only 1.57% is
currently protected within the MCPA network (Rede de Unidades de Conservagdo
Muarinhas e Costeiras — UCMOC). However, Brazil's interest and efforl lo conserve
coaslal areas is indicated by the second National Environmental Program (PNMA 1)
initiated in 2000, which has coastal zone management as one ol its focal areas,

10, In 2000, the Government ol Brazil (the Government or GoB) passed the
Law N 9985 (SNUC Law) regulated by Decree N 4.340 of 2002, establishing the
National System of PAs (SNUC), The SNUC Law states that the SNUC is constituted
by all [ederal, state and municipal level PAs and divides the PAs in two groups, namely

Y While Brazil does not have official poverty lines, the R&70 and R$ 140/montl thresholds vsed by the
Bolsa Familia and Brasil Sem Miséria ave typieally used in the place ol olTicial poverty lines, In June
2014, the BSM threshold lor extreme poverty was updated 1o RE77/month, The poverty headeount is
caleulated using PNAD dala and [ollowing the delnitions and methadologies used by MDS and [PEA
 Prates, AP.L, (2007) @ Plano Nacional de . A ay Protegides - Q Contexto das Areas Costeiras ¢
Marinhas, Tn Prates, AP, & Blane, D. (2007} Areas . dqgudticas Protegidas comeo Instrumenta de Gestdo
Pesquetra, p. 17-24, Ministério do Meio Ambiente, Seereturia de Biodiversidade e Florestas, Brasilia,
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“Strict Protection™ arcas (further subdivided in [ive dilferent categories) and
“Sustainable Resource Use™ arcas (further subdivided in seven categorics of PAs. The
SNUC Law further cstablishes rules for the PAs management, provides mechanisms for
property ownership and provides a [ramework for coordination between federal, slate,
and municipal levels and the private sector.

11, In addition, the Government established the National PAs Strategic Plan
(PNAP), via Decree 5.758 of 2006, as a blueprint for implementing the country’s
commitments under the Convention on Biological Diversity (CBD). The PNAP
addresses all Brazilian biomes, taking into consideration recommendations made by the
Ad Hoe Technical Expert Group on MCPAs. These call for a representative MCPAs
system lo include a primary representative network of no-take fshing zones, inserted
within a secondary network associated with sustainable management practices,

12, The National Commission on Biodiversity (CONABIQ), in line with the
targets set under the CBD", subsequently approved the national target of achieving
10% of the marine and coastal zones in PAs under any category, ol which at least
one percent should be under strict biological prolection status and/or no-fishing zones
(CONABIO Resolution 3 of 2006). The National Policy for Resources of the Sea
(PNRM) was prepared in the 1980s, and updated in 2005, to promote the training of
human resources, stimulate the development of marine research, science and
technology, and encourage sustainable use ol marine resources and of the adjacent
coastal arcas. The Inter-ministerial Commission for Resources of the Sea” (CIRM),
reporting to the President of the Republic, oversees the implementation of this policy.

13. The GOB's National Biodiversity Program (PRONABIQ), supported by the
Conservation and Sustainable Use of Brazilian Biodiversity Project (PROBIO- T1
and 1I; P006210 and P094715, respeclively), through a highly participatory
process, identified priority areas and actions for conservation and sustainable use
of biodiversity (terrestrial, coastal and marine), officially recognized by the Decree
N° 5,092 of 2004 and the Ministry of Environment's Ordinance No. 126 ol 2004, and
updated through its Ordinance No, 9 in 2007,

14, The Government agencies responsible for creation and maintenance of
federal PAs are the Ministry of Environment (MMA) and its executive agency, the
Chico Mendes Institute for Biodiversity Conservation (ICMBio). These agencies
have slate and municipal level counterparts responsible for state and municipal PAs,
respectively.

13. In addition, the GOB’s Ministry of Mines and Encrgy (MME) established
the Oil and Gas National Zoning (ZNMT) through Regulation (Portaria) N°
350/MME, Octlober 2013) that supports the national encroy planning, that should be
considered in the strategies for the selection and creation of new PAs, to guarantee the
integration of environmental and oil and gas policies thereby guaranteeing the
conservation ol biodiversity and national energy salety,

" These targels were originally 1o be achieved by 2010, However, the CDB agreements reached during
COP 10 in Nagoya extended this deadline to 2020 and approved specilie targets [or PAs (Target 11),
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16, Due to its extraction activities in the coastal and marine zone, Petrdleo
Brasileiro S.A. (Petrobras), a public-private company linked to the MME, is one of
the most influential stakeholders in the sector. The company, founded in 1953 and
the leader of the Brazilian oil sector, is a publicly traded state-owned corporation ranked
as the world’s [lourth biggest energy company in market value’, Petrobras’
Environmental Program includes three stralegic actions: (a) inveslments in
environmental projects: (b) reinforcing environmental organizations and their networks;
and (c) disseminating information on sustainable development. Petrobras has
incorporated the [indings of the priority setting exercise for biodiversity conservation
carried out under PROBIO 1, into its long-lerm strategic planning and, in partnership
with the private sector, universitics and governmental agencics, undertakes scveral
habitat recovery and protection actions,

C. Higher Level Objectives to which the Project Contributes

17. The proposed MRPA Project will support the Borrower’s efforts in relation
1o the conservation of the country’s natural resource wealth on which basis future
prosperity depends, and directly to the improvement of livelihoods of poor
traditional fishing communities dependent on these resources, thus reducing
poverty. In this sense, while the Project Development Objective (PDO) does not focus
directly on increasing prosperity or reducing poverly, the expecled outcomes will
cflectively contribute to the achicvement of these twin goals of the World Bank, The
Project responds lo Brazil's MCPAs program, supporls the GEF's Global Operational
Strategy by contributing to the long-term protection of Brazil's globally important
ecosyslems. Specilically, the Project largets three Global Environmental Fund (GEF)
priorities: (a) /7 situe conservalion ol plobally unique biodiversity; (b) sustainable usc of
biodiversity: and (¢) local participation in the benelits ol conservation activities. It will
contribute to GEF Focal Area Objectives as follows: (a) Improve sustainability of
Protected Area System (BD-1), and (b) Mainstream Biodiversity Conservation and
Suslainable Use into Production Landscapes, Scascapes and Scctors (BD-2), The
Project is fully consistent with Brazil's first report to the Conflerence of Parties (COP)
IV and 'with the principles of the CBD, by supporting all three levels of biodiversity
(ecosyslems, species, and genes),

18, Brazil signed the CBD in 1992 and Congress rvatified it 1994, The country
also ratified the Ramsar Convention on Wellands in May 1996, The proposed Project
contribules o Brazil's commitments under these two Conventions (including CBD's
2020 Alchi Biodiversity Targets) and meels the Brazilian eligibility criteria for GEF
funding according to the guidclines sct by the CONABIO — Decree Number 4,703, of

May, 22, 2003 and the National Biodiversity Policy Decree Number. 4.339, of August
22,2002,

19, The World Bank Group's Country Partnership Strategy (CPS) 2012-2015
(Report No. 63731) discussed by Board of Executive Directors on November 1,
2011 has under its Strategic Objective 4 “lmprove sustainable natural resource
manazement and climate resilience™. The proposed Project is [ully consistent with the
CPS recommendations, particularly the need lo prolect priorily ecosystems. Also, the
World Bank has sponsored a number of South-South dialogues led by Brazil, mostly on

T Aceordig 1o o rnking organized by PFC Fnergy, a global consulling linm specializing in the oil and
gas industry
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agriculture and water resources, The proposed Project is an obvious candidate [or
expanding this type of collaboration, particularly given Brazil's successful experiences
with PAs,

11.  Project Development Objectives
A. Project Development Objective

20.  The Project’s Global Environmental Objective (GEQ) is the same as the
PDO. namely, (a) Lo support the expansion ol globally significant, representative and
cflective MCPA syslem in Brazil, and (b) to idenlily mechanisms for its [inancial
suslainability,

21.  The Project will contribute to conservation of trans-boundary ocean life,
including migrating species, through protection of important areas where these species
[eed, rest and/or breed along the Brazilian coast. Protected ccosystems will maintain
their capacity to produce food, maintain good water quality, and increase their capacity
to recover from disturbances, bringing far-reaching social and economic benefits. The
Project is [ully consistent with and contributes Lo Brazilian national policies regarding
biodiversity conservation and sustainable development of the coastal and marine zone.”

B. Project Beneficiaries

22,  The Project’s beneficiaries are local populations and resource users living
inside and around sustainable use MCPAs, the fishing and tourism industries,
Protected Area (UC) agencies, the scientific community and the national and
international societies. Local populations, including local fishers, fishing communitics
and some indigenous communities, will benefit from improved resource management
and conservation, community empowerment and increased access to public policies.
The Project will support their participation in Management Councils, elaboration and
updating ol Management Plans for PAs. The lourism industry will benefit from
improved public use management, infrastructure, environmental cducation and
conservation, The fishing_industry will beneflit from improved sustainability ol their
aclivities, Loeal. state, and  lederal  stakeholders will be strengthened (hrough
parlicipation in project activities and largeted capacity-building initiatives. The national

and international community will benefit from the establishment and implementation of

a globally representative system of marine and coastal PAs in Brazil, better able to
protect its ecosystems and trans-boundary biodiversity. Critical information will be
generated 1o scientists and policymakers on the achievement of CBD and Ramsar
Convention targets,

C. PDO Level Results Indicators

(£ ]
fad

The PDO level indicators and respective largels are as [ollows:

S hese melude: National Poliey on Biodiversity, 2010 National Goals for Biodiversity, Nanonal Coastal
Management Plan, 2012-2015 Sectorial Plan for Resources ol the Sea (PSRM VI, National olicy lor
Resources of the Sea (PNRM) = including the Sectorial Plan lor Resourees ol the Sen (PSRM), National
Coastal Management Plan® (PNGC), Continental Shell Survey (LEPLAC), Evaluation, Monitoring and
Conservation of Marine Biodiversity (REVIMAR), Marine Mentality Program (PROMAR), Ocean and
Climate Observation System (GOOS), among others, ind the (ANMT),
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s  Hectares of Brazilian marine territory brought under biodiversily
protection (Target: 17.5 million hectares):

» [lectares of Brazilian marine territory brought under enfianced biodiversity
protection (Target: 930,000 hectares), and

» Number of financial mechanisms to support the long-term sustainability of
MCPAs designed and ready for implementation (Target: 2).

ITI.  Project Description

A. Project components
24, The proposed Project design includes four components:

25, Component 1 - Creation and Consolidation of Marine and Coastal PAs
(GEF: $12.29 million, co-financing: $50.64 million)’: Creation of Marine PAs
(MRPAs) and Consolidation of MCPAs, by, /nter alia: (i) cslablishing new MRPA (o
achieve 5% ol areas under protection and identifying seasonal or permanent no-take
fishing zones in sclected MRPA; and (ii) strengthen biodiversity protection in at least
9.300km®  of sclected MCPAs, including capacity-building, training, and
communication aclivities to strengthen management of other marine and coastal PAs,

26, Component 2 — Identification and Design of Financial Mechanisms to
Support Marine and Coastal PAs (GEF: $2.50 million, co-financing: $1.09
million): Identification and design of, at least, two potential financing mechanisms [or
the MCPAs Lo ensure their long term financial sustainability,

27, Component 3 - Monitoring and Evaluation (GEF: $2.50 million, co-
financing: $40.68 million): Support monitoring and evaluation (M&E) activities
through: (i) the development and implementation of an integrated M&E system Lo track
key marine and coastal environmental and biodiversity indicators in Marine and Coastal
PAs supported by the Project as well as ol other marine and coastal PAs; and (ii) an
assessment of marine biodiversity conservation status and conservalion requirements of
the MCPA system,

28. Component 4 - Project Coordination and Management (GEF: $0.91 million,
co-financing: $7.24 million): Strengthen coordination, management and communication
lor the carrying out of the Project, by, infer alia: (1) establishing efficient day-lo-day
management and supervision ol the Project by supporling the Project Coordination Unil
(PCU) and the Project Implementation Unit (PIU), in discharging their functions and
responsibilities (including support for Project audits) and developing and implementing a
communicalion strategy [or the Project; (ii) ensuring Project coordinalion by supporting
the establishment and functioning of the Project Operational Committee (POC), the Project
Council (PC)., and ad hoc Technical Working Groups; and (iii) developing and
implementing M&E systems o manage effectivencss of MCPAs and the MCPA system,
including their long term financial sustainability,

Gl and eounterpart resources allocaled per component are estunations,
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B. Project Financing

29,  The Project will be financed by a US$18.2 million GEF grant and US$99.66
million in parallel co-financing [rom the Government (MMA and ICMBio) and MME
and Petréleo Brasileiro S.A. The partnership among the World Bank, as implementing
agency of GEF, the GOB, the MME/Petrobras and other potential pnv.llu sector players
is an innovative approach (o coastal zone management and mainstreaming of
biodiversity in Brazil,

1. Project Financing Table (USS million)

Project Components Toial | GEF GEF
Grant | Grant %
| - Creation and Consolidation of Marine and Coastal PAs | 62.93 | 12.29 20%
2 - Design of Financial Mechanisms lo Support the 5 ;
3.59 [ 250 70%

MCPAs System ? :
3-M&E 43,18 | 2.50 6%
4 - Project Coordination and Managenent 8.5 | 091 11%
Total Project Cost 117.86 | 18.2 15%

"USH amounts for co-lunding are indicative, The Projeet costs will be implemented in Brazilion Real,

IV. lmplementation

A. Institutional and Implementation Arrangements

30.  The Project will be implemented by the MMA in partnership with the FUNBIO,
ICMBio (responsible for lederal PAs and threatened species), MME/Petrobras, and state
and municipality agencies (for specific PAs in their jurisdictions), Implementation will
additionally invelve the academic sector, NGOs and civil society. The Projecl
Operational Manual (POM) will detail the roles and responsibilitics of cach of these
institutional structures as well as the agencies involved in the Project’s implementation,

3. MMA will be responsible for the overall coordination of the lour components,
and through the PCU, will inter alia: (a) oversee the preparation ol annual operating
plans: (b) prepare supervisory and other reports as needed by donors or the World Bank:
(¢) monitor and evaluale project activities: (d) conlirm that technical cooperation
agreements and the agreement with Petrobras are effectively carried out: (¢) secure
project safeguard compliance in collaboration with ICMBio and slale environment
agencies; and (I) conduct communication and information-dissemination programs.
FUNBIO, through the PIU will be responsible for procurement and [inancial
managemenl and monitoring, including approving and tracking the distribution of [unds,
Monitoring of the Project’s progress will be carried out in close coordination by
MMA's PCU and FUNBIO,

32, The Praject’s governance structure includes o Project Council (PC), o POC
PCU, a PIU and Technical Working Groups. The PC
representatives of governmental and non-governmental stakeholders to provide policy
level and strategic puidance, ensuring linkages to scctorial policics and programs,
assisting in the resolution ol any inter-sectorial conflicts, and debating and suggesting
improvements for the SNUC reparding coastal and seascape management

|7
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challenges, among other issues, The POC will be comprised of representatives of the
key executing agencies and chaired by MMA, serving as an administrative unil lo
ensure compliance with the PDO, considering PC guidance. The Technical Working
Groups will be established as needed to provide in-depth guidance upon specilic issues
related (o the Project implementation,

B. Results Monitoring and Evaluation

33, A project M&E unit will be established within the PCU in MMA. This M&E
unit will lead the Project’s M&E, with support on the fiduciary aspects [rom FUNBIO
and [rom each of the componenls’ execuling partners, Progress will be tracked against
the indicators outlined in the Project’s Results Framework (Annex 1) and the actions
agreed in the Project’s Annual Operation Plans (Planos Operativos Anuais — POA)
agreed annually with the POC and partners. Quarterly financial and bi-annual progress
and M&E reports will be submitted to the World Bank, In addition, (a) bi-annual
progress reviews will be conducted by the POC: (b) bi-annual progress reviews during
World Bank implementation support missions; (¢) a mid-term review ol the Project’s
implementation will be conducted jointly by the GOB, the POC, the PCU, FUNBIO,
and the World Bank: and (d) an independent end of project evaluation will be also
completed, and a project completion report prepared.

34, The Project will also monitor and evaluate the Project’s impact on the ground by
tracking the management effectiveness in the selecled PAs and the MCPA system. In
parallel, the Project will support the design and launch an M&E system [or the long-
lerm moniloring ol key environmental and biological indicators.

C. Sustainability

35.  The Project is expected to be the first phase ol a longer-lerm process Lo establish
an cffective and sustainable MCPA system, through the following strategies: (a)
biodiversity protection with compatibility and integration with other coastal activitics;
(b) evaluation of financial sustainability needs and proposition of revenue generating
and benefit sharing options for the PAs: and (¢) implementation and strengthening ol
institutional coordination mechanisms to build long-term capacity for management of
the MPCA system. The involvement and financing provided by MME/Petrobras is an
interesting development that, if successful, could pave the way [or privale sector MCPA
financing over the long-term. In ccological terms, the design and adoption of an
environmental and biological monitoring system will also be a critical instrument for
MCPA system suslainability,

V. Key Risks and Mitigation Measures

A, Risk Rating Summary Table

Stakeholder Risk Moderale
Implementing Agency Risks

- Capacily Moderale
- Governance Moderale
Project Risk

- Design Low

- Social and Environmental Moderale
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- Program and Donor Subslantial
- Delivery Monitoring and Sustainability Moderate
Overall Implementation Risk Moderate

B. Overall Risk Rating Explanation

36, The overall implementation risk is rated as Moderate. The country is
economically and politically stable, and the World Bank has extensive experience of as
implementing agency of various projects involving PAs in Brazil. Parallel co-financing
funds have alrcady been sccured from MME/Petrobras, and FUNBIO has long
experience in the implementation of GEF-financed biodiversity conservation projects,
Although the environmental risk is low, there may be moderate risks of social conflicts
regarding the creation of new PAs duc to perceived polential economic losses, and poor
past experiences with land tenure regularization or resettlement. To mitigate these risks,
consultations on traditional communities’ issues, loss ol access, and the complete
environmental assessment were carried out, and a Process Framework (PF) and an
Indigenous Peoples Plan were prepared. The Project will utilize a highly participatory
approach that cmphasizes consensus and communily participation in MCPA
management, improving MCPA design lo create mosaics that avoid conflict with local
people while maximizing conservation benefits. Also, economic and population growth
in the coastal areas will increase pressure on natural resources, However, the Project
will be implemented in close coordination with other governmental policies and sectors
and seek engagement of different actors al the local, state and national level Lo ensure
political support for conservation actions and adequale [inancing for timely
implementation, Implementation contemplates close collaboration among federal, state
and municipal levels of government, the MMA, FUNBIO, private seclor partners, the
scientific community and stakcholders in the project areas, and the Project includes
cross-sectoral and mult-stakeholder committees (the PCU, POC, PC, and Working
Groups) to help coordinate activities and ensure integration of the coastal and marine
areas into the SNUC,

VL  Appraisal Summary
A. Economic and Financial Analysis

37. The GEF incremental support would assist the GOB in expanding the
representation of MCPAs, identifying sustainable financing options lor these areas, and
involving new actors at the national and sub-national levels, The Project would help
strengthen the long-lerm economic and [inancial sustainability of PAs, The GOB budget
is limited but the Project will support alternative instruments to overcome Lhis
limitation. Without the Project, the budget [orecast lo be allocated for MCPAs
conservation by the GOB (lhe baseline scenario) is about US$8.0m over the life of the
Project, The $18.2 million GEF investment would leverage an additional US$90 million
from other partners over the same period. This financing will help develop the necessary
institutional capabilities, set up policy frameworks for the sustainable management of

marine ecosyslems, and develop mechanisms for the participatory management ol

MCPAs.
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B. Technical

35. The Project seeks o increase the [ormally protected marine and coastal area
from 1.57% to 5%, an increase of 120,000 km®, and to enhance the protection of 9,300
km® of existing PAs, Its design draws upon lessons leamed with the establishment of
MCPA systems in other parts of the world, seeking to avoid and mitigate identified risks
stemming from inter alia poor design, weak stakeholder participation and other lactors.
It recognizes the critical importance of securing financial sustainability if gains on the
ground are to be maintained, but is realistic in its ambitions, recognizing clearly that this
Project can only be a first step lowards securing long lerm sustainability,

C. Financial Management

36. A Financial Management (FM) Assessment was carried oul in accordance with
World Bank puidelines and the Project Financial Management risks are has moderate
due to the following factors: (a) decentralization of funds to the: (b) lack of an audit
department in FUNBIO to help in the control of the funds: and (c) the relatively new
area of assistance of the Project, FUNBIO has assumed [iduciary management
responsibilities [or previous and ongoing World Bank-linanced projects under similar
arrangements, The assessment evaluated the FM  arrangements of FUNBIO as
satisfactory, given FUNBIO's adequate stalfing, accounting and [inancial management
systems and lack of important audit [findings. Implementation agency weaknesses
include lack of an internal control/audil unit and adequate internal controls to monitor
decentralized [unds. Mitigation measures include: (a) preparation of a user [riendly and
detailed POM, (b) preparation of audit Terms of Reference; and (c) close moniloring
and lollow-up b}“ the PCU, assuring proper supervision to provide training on the
Cérebro system', FM and disbursement procedures throughout implementation.
Lessons learned [rom previous projects show that issues related mostly to the lack of
both preventive internal controls and an internal audit unit. This has been addressed
through strengthening of FUNBIO's internal controls but, in order to enforce the
preventive internal control procedures. there is still the need o establish an internal
control/audit unit (currently underway). The accounting system (RM), and Cérebro 17",
the monitoring system, are fully operational and capable of running the agreed Interim
Unaudited Financial Reports (IFRs) and satisfy World Bank requirements. FM
Implementation Support Missions will be conducted on an annual basis.

D. Procurement

3. A [ull assessment of FUNBIO's capacily (o implement procurement in
accordance with World Bank Guidelines has been carried out and no major risks were
identified. FUNBIO has implemented other World Bank-financed projects and has
acquired good [amiliarity with procurement rules, including using bidding documents,

" Under enrlier World Bank-linanced projects an intemet=based Anuneinl monagement system (Ceérahro),
i Lull serviee system ereated by FUNBIO that enables all annual budget planning, review and approval,
execution, and monitoring to oceur in n seeure, ¢fficient, and transparent online environment was
developed and implemented.

" Under GEF MAR an updated version, Cérebro 11, is being adopled which will resolve minor problems
encountered in the st phase,
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requesting prior and post reviews, and preparing Procurement Plans. Duc to 'the nature
of the Project, and because only few selection processes are expected have a higher
complexity, selecting them for prior review is an adequale measure to mitigate this
residual risk, Some findings to be highlighted are: (a) FUNBIO's Cérebra system, has a
full procurement module, and deals with procurement responsibilitics and formalizes
the decision making process; (b) FUNBIO has a bidding and contracting manual, which
was reviewed by (he World Bank and its procedures were considered acceptable: (c)
FUNBIO has an excellent filing system; (d) the procurement unil is currently staffed
with cight experienced stafl, and can be expanded if' needed. FUNBIO will develop a
Procurement Plan which will be updated in agreement with the World Bank annually or
as required Lo rellect the actual implementation nceds and improvements in institutional
capacity. Procurement supervision will include selected prior reviews lo be carried oul
by the World Bank and yearly ficld supervision missions lo carry out post reviews ol
procurement aclions.

E. Social

38,  The Project is classified as EA Catepory B [or safeguard purposes. The Project
is essentially a conservation initiative, expected to generale positive and long-lasting
social, economic and environmental benefits, 1t is expected to bring about social and
economic benefits as it moves lowards putting the management of these economically
valuable coastal and marine resources onto a more sustainable footing. No one will be
physically displaced by the creation and consolidation of the selected PAs,
Nevertheless, the creation of new PAs, and changes in management of those exisling,
could give rise to localized negative social issues due lo the polential restrictions of
access Lo Protected Area (UC) resources leading to impacts on livelihoods. Furthermore,
there are indigenous people in one of the existing PAs that may be supported under the
Project. Therefore, both the Involuntary Resettlement (OP/BP 4.12) and the Indigenous
Peoples (OP/BP 4.10) saleguard policies have been triggered. To ensure that any such
issues are appropriately addressed, the MMA prepared, consulted (on February 15",
2013) and publically disclosed (in-country February 21™, 2013 and on the World Bank's
external website on March 20", 2014) the lollowing: (i) a PT (ii) a social assessment
(SA): and (iti) an IPP.

39,  Key stakeholders have been consulted during project preparation on the potential
risks and impacts ol the Project and the proposed mitigation measures, In addition to the
lace-to-face consultation of safeguard documents held at the protected area where
indigenous peoples are present and described in the Project’s IPP, FUNBIO published a
Public Consulting call in its website, inviling public sociely to download and comment
on the socio-environmental safeguards document from February 15 to March 15, 2013,
The comments and suggestions received have focused on the potential impact of the
creation of PAs over the traditional livelihood strategies ol non-commercial, traditional
and artisanal fishermen, Considering these concerns, lwo key principles have been
incorporated in the Project for guiding the creation and/or consolidation of coastal and
MRPA — namely: (a) the assessment of social implications for communities and other
stakeholders in the arcas who depend on [sheries resources lor a hivelihood and (b) the
empowerment of indigenous and local fishing communitics to progressively share the
responsibility ol managing coastal and fisheries resources,



40,  Nowadays, non-commercial traditional and artisanal fishermen communities are
important allies in the conservation process. When the National System of Conservation
Units (SNUC) legislation came into force in Brazil (under Law 9,985/2000), it included
new calegories of coastal and MRPA such as marine extractive reserves (MERs) and
reserves for sustainable development (RSDs), many combining no-lake zones with a
sustainable use of resources that helps to conserve biodiversity and, simultaneously, to
improve the living standards ol those within them, The chanpes introduced by SNUC
include the creation of consultative and management multi-stakeholders committces and
the promotion of sustainable development of fishermen communities, In consequence ol
this new regulatory [ramework and the pressures that these non-commercial fishermen
have been [acing and lo which they have become increasingly vulnerable, more and
more of these communitics have been demanding such PAs to be created in recent
years.

41, Given the empowering, participatory and consullative processes ol crealion
and/or consolidation as well as co-management strategies of coastal and MRPA, the
Project will undoubtedly contribute to meel the goals of environmental conservation,
poverty reduction and shared prosperity insofar as marine and coastal PAs have been
proven to contribute to (a) protecting biodiversity, (b) managing conflict, enhancing
economic well-being and improving the quality of life, and (¢) lostering the resilience of
artisanal fishing communities. The Project’s impacts tend to be mostly positive and
some recent social assessments have shown that the most posilive examples in the world
of livelihood-sensitive conservation come [rom Brazil. where non-commercial
fishermen communities are in the forefront of demanding, and setting up, sustainable-
use marine extractive reserves (MERs) and other coastal and MRPA 1o saleguard their
livelihoods against diverse pressures upon the natural resources they need. 2

42, Grievance-handling processes and conflict resolution arc key tasks to be carried
by the participatory and multi-stakeholder management commitiees created for each
coastal and marine PA (seec Annex 3 for more details)

43, Project M&E will be carried out in three broad areas: (i) financial monitoring,
(i) monitoring of implementation and management of the PAs, and (iii) environmental
and biodiversity monitoring. The Ministry ol Environment and ICMBio will be
responsible for the institutional and legal actions for PA creation, and lor the
implementation ol biodiversity and environmental monitoring including the
monitoring of the IPP for the Corumbaun Marine Extractive Reserve — and some
partnerships with research mstitutions have been envisaged,

B There are few studies on the socinl and cultural implications of MPAs, particulardy in developing
countries, This soeial analysis s based on the following outstanding works: Antonio Carlos Diegues,
Muarime 1As and Artisanal Fishevies in Brazil, Chennal, India: International Colleetive in Support of
Fishworkers, 2008; Cordell, John. A Sca of Dreams: Valuing Culinee tn Marine Conservation, Derkeley:
The Ethnographic Institute, 2007; Cordell, 1. “Dynamies aned challenges of MPA Development and
coustul protection™ (in Taking Marine Management to Scale: Connceting Socictios, Coastal Landscapes
and the Sea, Washinglon: World Bank, 2006, The Waorld Bank); “Brazil: Dynamics and Challenges of
Murine Protected Aren Development and Constal Protection™ (in Scaling Up Marine Management: The
Rale of Marme PdAs, Report No, 36635, Washington DC: Environmenl Department and Sustamable
Development Network, 2006),
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F. Environment

44,  The Project is expected to have a significant positive environmental outcome,
The Project may support small-scale investments in the selected PAs, such as
demarcation, possibly interpretative centers, trails, preparation ol management plans,
ete. Management plans in sustainable use PAs should discipline and ensure sustainable
resource use. Possible negative impacts from these small-scale investments are expected
to be small, localized and reversible, Some of the existing PAs include historical siles
and, although project actions as planned should not interfere with those sites, ¢ventual
additional historical and/or archeological [indings may occur during implementation,

45.  In view of this, the Project is classified as Category B for saleguards purposes,
with following environmental saleguard policies riggered: Environmental Assessment
(OP/BP 4.01); Natural Habitats (OP/BP 4,04); Forcsts (OP/BP 4.36) and Physical
Cultural Resources (OP/BP 4.11). MMA has prepared, consulted on and publically
disclosed, both in country and on the Bank's website, both in country and on the Bank's
website, a Social Assessment and an  Environmental and Social Management
Framework. (ESMF) which assesses polential social and environmental impacts and
proposes a [ramework for preventing or mitigating them, Proposed measures are similar
to legally required actions routinely performed by implementing agencies MMA and
ICMBio, which have demonstrated capacity lo comply with World Bank saleguard
instruments under previous World Bank-linanced projects, Furthermore, the ESMF will
also be integrated into the operating rules of the financing mechanisms envisaged as
part of Component 2, Also, project-financed studies for the creation of new PAs
envisaged as part of Component |, will be consistent with, and pay due attention lo, the
above saleguard policies.

46,  The main measures identified in the project’s ESMF to prevenl or mitigate
potential negative impacts from project actions do not differ from (he usual procedurcs
applied by the implementing agencies MMA and ICMBio for the creation and
consolidation of PAs. A lew additional measures to deal with cconomic displacement, if’
it becomes necessary, were preventively identified in the Project’s PF. These two
agencies have demonstrated capacity to comply with Bank safeguards instruments, as
verified under the similar Amazon Region PAs Program, currently in its second phase.
ICMBio has adopted the GEF Tracking Tool to monitor Brazilian PAs and has been
applying the tool periodically to the entire system of [ederal PAs, and to all PAs
(federal, state and municipal) under GEF-funded projects, such as the ongoing Amazon
Region PAs Program (ARPA Project -~ P114810). The same tool will be applied o PAs
under the GEF MRPA Project, in addition to other existing PAs monitoring tools for
biodiversity and management monitoring,

(]
L

o 4SS

-

b



. SpIEdRIDAG | i . . . o - - (1) Ansiaapoig
VININ e AllEnuuy) go0'0t6e| O00T0ER| 000'0EL] OODT0SF| O0DDOST oo sasppapy| RRaUgu PN
AN R L] WEnoIq eary
‘pannuqns
Ao (ey) uonaaod
! m”,_“.“m (PH) . _‘.ﬂ.:ﬂ..,..; 1
MHNOLVININ .. Ajenuuy? 0s°Ll 009l 001 0ee hec {158 sSaE=H e
: pue saa10p = - & =2 =t 42 LN Japun ySnoIgq
UOBUFIS2P HIENY : SEME QUL
Vd v VW
{auanbarj WREEL FUA A TdA TdA | sunaseg RSB 20D | 2wey I0JEdpU]
uonajo) vieqq | ASojopopapy! puj ‘ b s ‘ 4 Jo g . ' :

0]
Sipgisuodsay

FaMNog vie(]

sanjegy 198Ie ] asnenun)

s10)eapuf 3an22{qQ [EIUAWNDIIAUT [EqO]D

[2a27 10al0ay

JB d1E S}0Sd.L IS,

~AN[IQUUIEISTS [EI2ULLL S} J0)
stusiueyaaw £uapt 01 (q) pue ‘pzexg ui wasds eary paoajor [EISE0) PUT JULRY 2A11221)2 pue aauejuasadar ‘Jueaiusis Ajjeqold jo uoisuedxa
ar woddns 03 (B) *Sjaweu Q) aau2algo wawdojaaaq s,122f0a4 oy se aues a1 s1{OAD) 2aualg) [Euawnoasud jeqopn s 1aloag ag g

WIS O]

saAnAa[qQ [BIUALINOI ALY [EqO]D)

HI0MIIUTED ] S)NSIY

(8968 1d) SEa1Y P1300a ] Auriepy :awey 1aaloag

JiZeag sLnunol)

SULIO)IUOY PUE HIOMIULEL] SHNSIY ] Xouuy



£
ISR L2 ek L R —_— ) . - e : 7 Jaquinp | salpmis
OIENNA VINN| Gonic g | SIEMUY| 00w o0pf  ooel  ooZ] 0071 00°0 ] T | .
~spuoddar uo _
nejuauajdun -uoneualapdun
Vd jenuuy I2pun
“Souady? (q) pur ‘pajepdn
CIEINDT VNN | uawabeuejy [ Sjenuny . (091 00el 006 one 0 00 daqrumpn 10 paredard
Yd 3 () suejg
o1 pannugns UEITER Ty
sUB|| | eary podaoag
AW EUERY | | :
- 5 Kauanbai,] ome], FUA YA TUA 1uA | aunaseq it YT Oy | SuEN J0§EdpU]
U007 TIE(]| SOJOpOLIARY pug ’ ‘ e ‘ > Jouupn ’ ’
) S PR L 3N, 12518 asnejnwn
Suprqisuodsay SUEA SR L MNERINI0D
S10JENPUT SHNSIY I LIPAULIDIU]
a2
‘pannuqns o
pue posodod vopead
HonESea] PUE pausisap
‘panmnugns VoI
otanna| PP qonuny|  aoe|  oot|  oot|  ooo| o]  ovo|  squny 10 Aupqeugeisns
. SHISIUEY23LU e ; . pEﬁ.'m:c.ﬁ
[elouELI — ddns
. aipy woddns
PRLSHqEISa 0} SWSIITYtL
ﬂ:u.EmuEw [EIduBUL
suodal ! L
1w2lo1g D

uonajord




ssaxFoad

paisod pue

1afoud y
\ ST cuodar] £ : . - . . P — PAULAP WASAS
OIgNNd "VININ E,.__.“.ﬂm.,_w Allenuuy | G000l 0os oros o 00g|  =oEjuad UoneAISSE[D
O1RIIJISSE[D) U ¥d JW
s12js15 AEway 1N jo
JouepUME ‘uonejuawa)dun
OIFINDI VNI PUESAMUIN - ¢ enuny : ; e ; ; - ; 1afoud
g NI pounoy| Il V| 000SF| 00°09€ o0zl oo ano Iaquimy Suunp sayranae
lu2waBeue)y . UOHT[SU0D
vd ] wrsiuedionaey
suodal
Arapenb
spodar uo pue |enuue
- “Hapapo
‘o1gNNA jenute | Sjenuuy | ; S
0IgNDL VI -1g suedar) “Spapeng) | s3A SN Sa% Sak ON ON/=aA _nzmwmﬂmm
L RLILHEIT ] pue 22 “.
Lpauend) ul (S2]548
Seonpiy
_— “[2ur) swa)sds
P 1WRUWRABEUBEY
saus 1aford u
uonejuatua]dg
Japun
— suoday| . | . - . . N = pue padofasap
VININOTHINDI yaforg AJEnUUY | 00001 00°s an'o 000 00|  enEln2aa] wasig
SULIONUORY
Ausiaaipoig
_ 2ULELY
spodal| pajajduon




saps 1afoad fje
ul payuawjdun
pue

yodar spoo| . . . . . . 5 1
Survapy | AHEMUUY L 00001 00°00T| OO°0OT| 0D°O0L| 00001 00| QDB pajdope swasis
T{aEl], Surropuopy
SSAUAATNAN
L euageus)y

VININAOIEHINDIT

suodaz




8C

SVADI pa1ragas jje w pajdope waieds suraw ozp0 | “padojasap wajsss susai 9408

pue padojasap wajsig Suuojuopy Ssiaapog auunpy

SV AN 107 satunuoddo Suneiauas anuaa2l Jo IUHLSSISSE pue
UOTIBILIUAPT 24} PUB 2UT0 LIS 1500 J1[) JO UDIIULAD A0} U0 SUISHI0] SAPNIS J0 I2quimy]

pajajdios satpius [eatuyaa |,

("SAd W SOUIOIGY ¥NH Y PUE §AJ WE0q0T] SOP EY|] BYIINSSE) "SEIAIAEUE)
SEA Ul DEQUINLOD) AN ] Op BOGET "BIURL] BIjEg T A U1 BQUOION VNHVd
TYUOION 2p OPUEIA] W]V ‘SIEID]) S0P BIS0]) 2pnjaul 0} A[23i7) -uoneuawagdun
1zpun (q) pue paerogef2 (B) suepd WwawaSeue |y it SV 4N Palaajas o 1aqumyy

‘uonepuattadiog 3apun (q) pue ‘payepdn
10 pasedand (v) suep ] wawaSuue)y vary pajaajody

(32 uopugap 1ojeapur) vonduasagg

JLEN Jojeapul

SIOJEIPU] SINSIY AJCIPIAWLIIU]

“N2 'sjuaiwannbay [eFa] ‘SIUdUNISUL DALOUL0ID *SISITEL ML
..u._E:.Comuuhzcwm:_n:_uam.muHEuEE::u_mém:_m:_mﬂuu:__&ueu:m_ho._m_nmﬁmci

‘uoneuawa]d
10} Spral pue pausisap sy N Jo Aigeuieisns
nual-suo] a1 ueddns oy susineypdatu [BIaUEWL]

BULLOIAUNY [2A2]-YBLIY = 24C 1 < SBUonaumny
JISBE = 356/ -CF SBUIIDIIUN-U0N =246 (a1 aea oy pajdupe si pIeaalods 1ge)

aivuanad pIeIas0as J TN U0 Paseq SSAUAANIRED JUILITEUBLL JO |2A3] UL ASEAIU]

uonaatond LL12A1p01G PRIUBYUD 13PUN WENOLG BAY

sans0]a saaxds Jo jpuoseas Sulanponul 4q 10 wAsss Suisuad)] 20
vlonb e jo uonanponun 24 YEnoa 12y Fuist) J0] BAIE UL 07 SSA038 SUIILL] 10 BT
paaatodd JUUEW B SE EAIE UE SUNAZEDS A][EWI0] A3 yFnoan voneixdo yusg plaosy

aU1 Jo ynsal e se uonaajolrd Ajisiaapolq auuei samseaw el aojenpul Sxoud vosswg |

(ei[) vonaaload AsiaAipolg J2pum WENo1q SEAe auUe)y

(2 wonpuygap tojearpur) uondudsag

LN I0ITIHPU]

s10)eIpu] as1ARqQO eIumuoIIAuy [Eqo|D

HAOMIWEL] S)[NSAY

(80687 1) SEaLY P304 aupiepy ey Jaafoa

[IZEAg] tAuno.)

BULID)IUIOLY PUE YIDMIIIEL ] SINSIY [ Xauuy



122foad 21y £q pajearn sy sou snjd sy Sunsixa payoa)as uo paseq
paepnaes s aSeuaxad 125181 Ay fspaesuo Jeak pug auyl uf sy SunsiNa paaajas
U0 paseq paenajea si aSwjuaaiad yafim oy aeask 18] 2y v pajepdn sjoo) Supjoel]

says 1a2fond e w paawapdun pue
Eaaﬁuﬂcu?ﬁmm:.a::c?mﬂ:u_..__.._u,ﬁmﬁtmmw:m?_

o200 (e pauyay] 9406 ipajadwon ajpansa [Entuf) paisod pue
WSAS ¥ I A Jog pauyap saseyd vonemawapdn pue sanoiaed eary pairalol]

PRS0 pu pautjap wajsis UONEIJISSELD W DN

(2115 yae2 1oy siwedianied Jo
J2qUINU ISN[EU] Y SunRau as0)) Tapuas fq paysinSunsp ‘saps pafoad Sunedisped
10 STulaal JIune ] uauadeuejy pue aaneynsuod w spuedioned jo raquiny

Jjetuay yanys jo ‘uonjepuatua)du
12afoad Fuunp sanianoe uonensued u sjuedionieg

‘papiaoad vonduasap oy

-spodaa {ppauenb puw jenuue-1g Qomoegsnes Sunpoad
‘leuonesado Fuuoynow 1aafos ] ~suedas Sjpapenb

puw [Enune Sojaegsies Swanpead ‘jruoneado pue
aoepd up (swapsds JBIINPI [OUT) SWRSAS TR

ﬁ

sayis jaafoad w voneawadu sapun




Annex 2: Detailed Project Description
I. Project Development Objective

l. The Project’s Global Environmental Objective (GEQ) is the same as the
Project’s Development Objective (PDO), namely, (a) to support the expansion of

globally significant, representative and effective Marine and Coastal Prolected Area
system in Brazil, and (b) to identify mechanisms [or its financial sustainability.

2 The PDO level indicators and respective targets are as follows:
e Tecctares of Brazilian marine territory brought under biodiversity
prolection (Target: 17.5 million hectares);
e« Heclares of Brazilian marine lerritory brought under enhanced biodiversity
protection (Target: 930,000 lhectares): and
e Number of financial mechanisms to support the long-term sustainability of
MCPAs designed and rcady for implementation (Target: 2).

1I. Project Description:

The proposed Project includes [our components:

3. Component 1 - Creation and Consolidation of Marine and Coastal PAs
(GEF: $12.29 million, parallel co-financing: %50.64 million): This component aims to
both increase the area and strengthen the management of Brazil's marine and coastal
environment under formal protection, It will support the creation and implementation
of dilferent categories of new and existing MCPAs in the Brazilian marine and coastal
zones, establishing and strengthening an effective MCPA system. These areas may be
cither strict protection or suslainable use MCPAs, A short list of sites eligible for project
support has been identified during preparation (see Annex 7). The component is divided
into two sub-components aimed at: (a) the identification and creation ol marine PAs
(MRPAs - UCs) and seasonal or permanent no-take fishing zones in sclected MRPA,
and (b) consolidation of MCPAs,

4, Sub-component 1.1 Creation of new MRPA: This sub-component will
principally support the creation of new MRPA and the identification ol potential
scasonal or permanent no-take fishing zones (lying outside of MRPA, UCs)", as the
marine zone has the greatest deficit of protection among all Brazilian biomes,

= This sub-component will launch with a scientific and consultative process Lo
both prioritize the sites and identify the key actions needed. A significanl amount ol
analytical work at the regional and biome-level is avatlable in Brazil, undertaken over
the past 15 years by rescarch and government apencies, universities and NGOs. The
Project will use this regional and macro-level information - not only biodiversity data
but socio-cconomic information as well - and refine it at the local level to further
identify the priority siles for action, and to define the specilic protected area creation
and implementation actions to be supported. Activities to be supported under this sub-
component include among others the following: updating the National Protected Arca

1 Marine PAs and no take fishing zones are governed by diflerent legislative rules: the former [all within
the ambit of SNUC, which in coordinated by MMA and exeeuted by [CMTho, Stote and Municipal’
povernments, while the Tatter full witlin the ambit of the fisheries legislation annd 1 OVErsee oy By
MMA and the Ministry ol Fisheres and Aquaculiune, '
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Database, undertaking biological and social studics, implementing public cnhfm
processes, and drafting decrees [or PA creation.

6. The procedures [or establishing PAs are set out under SNUC- (Law N*. 9,985, of
June 18, 2000, and Decree N, 4,340, ol August 22, 2002). The SNUC Law provides a
sound legal basis for the establishment and consolidation of PAs. The Project will
contribute to improving institutional capacity for implementing this legislation for
coastal and marine areas, As determined by Brazilian Law and World Bank Safeguard
Policies, public consultations with all key stakeholder groups will be carried out for
each new Protected Area to be created, with studics on the environment, land (in the
case ol coastal PAs — UCs) and resource use rights, and socio-economic indicalors
informing the final decisions about the legal classification, location and boundaries of
new PAs. Additionally, the implementing agencies will undertake public consullations
and circulation of the drall decrees for Protected Area (UC) creation.

7. With respect to the identification of seasonal or permanent no-lake fishing
cones, the Project will support a participatory and scientific process to: (a) identily key
coastal species (e.g., lobsters, shrimp, and others.): (b) determine their geographic
distribution throughout their lifecycles, including important reproductive areas; and (c)
prepare proposals for their creation, including developing management, surveillance and
other action plans, These will be submitied to the inter-ministerial MMA/MPA
commission and relevant scientific sub-committees (e.g., lobsier, shrimp cte. sub-
commillees) for approval.

. Sub-component 1.2 Consolidation of selected marine and coastal PAs
(UCs): This subcomponent aims to provide sufficient human and [inancial resources,
adequate infrastructure, supporlive local constituencies, and technical capacity lor
strategic planning, political support, and sulTicient ecological information for the long-
term conservation of the selected PAs, It will [inance implementation activities in the
new MRPA created under sub-component .1, as well as in selected existing MCPAs. A
short list of existing PAs eligible for support under the Project has been prepared (see
Annex 7). comprising eleven federal, three state and one municipal Protected Area,
Similar to the process described under sub-component 1.1, the Project will support a
scientilic and consultative process, drawing upon the extensive existing information and
complemented by new studies as required, to prioritize the sites and identify the actions
required. Activitics to be supported in the newly created and/or selected existing Marine
and Coastal PAs are expected to include: (a) demarcation, establishment and
[unctioning ol a n‘l'llm_r;,cnwnl council; (b) preparation/update and implementation of
protection plans': (¢) alternative livelihood programs and/or other actions linked to
compensation I'm any loss of access: (d) preparation and implementation of
management, visitation or other plans: (e) design and implementation of environmental
education, awareness raising and other programs; (I) implementation of threatened and
endangered species protection programs; (g) surveillance and enforcement: and (h) the
provision of basic infrastruclure and equipment,

v, This sub-component would also support cross-culling initiatives 1o strengthen
conservation management of the MCPA system as a whole, including, rehabilitation and
equipping of marine centers, and training, capacily building and outreach activities

M Protection Plans nre defined ns those which govern the period between passage ol the protection deeree
and the adoplion ol a lull Management Plan,
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largeting field staff and local community stakeholders in marine conservation,
monitoring, social participation, ctc. The component will also support communication
activities for the MCPA system and the Project, including development and
implementation ol a stratepy to raisc awareness and disseminate information and
lessons learned among stakeholders. Specific activities might include inter alia: (a)
design of brochures, pamphlets; (b) design and maintenance of a MCPA website: and
(c) preparation and dissemination of informative material.

10, Under this component GEF [inancing would cover consultancy scrvices, non-
consultancy services (e.p., publications), limited, small-scale infrastructure and
rehabilitation works, goods and equipment, public consultations, workshops and
training, and operating costs (including travel and per diems).

Ll Component 2 - Identification and Design of Financial Mechanisms to
Support MCPA(GET: $2.50 million, parallel co-financing: $1.09 million): This
component aims to identily and design at least two potential [inancing mechanisms (or
MCPAs, with a view to putting the MPCA system on a financially sustainable [ooting in
the [uture, supporting the development of necessary public policies and helping to
bridge the gap between protected area policies and central economic decision makers in
the GoB (Planning and Treasury). PAs demand resources in order to perform the
function for which they were designed and play an important role in the economy by
penerating various environmental poods and services and by injecting resources directly
into the local, regional or national economy through diversification of economic
opportunities, This Project component secks to contribute to the identification and
adaptation of consolidated tools lor conservation hinance and o the creation ol new
approaches specilically designed to promote the [inancial suslainability of MCPAs,
inter alfa: cost modelling for PA management, financial modelling and arrangement
development  (public-private partnerships, endowment structures, public funding
initiatives, ele.).

2. Building on MMA, FUNBIO and others™ experiences, activitics under the
component will aim al developing new or adapting existing tools (e.g., Minimum
Investments [or PAs, Score Card, ARPA Economelric model, ele.) lo a marine context
so as lo determine the public costs of maintaining PAs and estimate the minimum
investment and maintenance recurrent costs necessary for their management. These will
take into account costs and potential revenues for different types of PAs, In addition,
activities supported under this component will seek lo complement government
[inancing oplions by supperting a review of existing and identifying potential new
funding sources and mechanisms, including but not limited to the endowment
experience of the GEF-supported ARPA Projects (PO58503, P1144810) and the Atlantic
Ramlorest Conservation Fund of the State ol Rio de Janciro (Fundo da Mata Atldntica
do Rio de Janeiro), as well as preparing the ground for joint development of public
policies lowards the financing ol PA with Planning and Treasury Ministries. As parl of
this work, studies on polential returns ol income penerating activitics, stakcholder
assessments with an emphasis on gender and vulnerability issues associated with
prolected area management and resource usc, including those related to benelit sharing,
relevant legal, and other studies, will be conducted, The Project will specifically support
studies, modeling, design and structuring ol polential revenue gencrating mechanisms
for PAs focusing on inter alia [isheries and climate change related mechanisms (Blue
Carbon) for payment [or environmental services, The most promising oplions will be
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identified, and clements to support the development of these instruments by the GOB,
FUNBIO and other partners will be prepared and discussed by the project operational
committee.

13, Under this component GEF financing would cover consultant services (e.g..
technical assistance linked to the identification and design of financing mechanisms), as
well as, non-consultancy services (e.g., publications), public consullations and
workshops, and operating costs (including travel and per diems).

14, Component 3 - Monitoring and Evaluation (GEF: $2.50 million, co-
financing: $40.68 million): M&E activities to be supported fall into two main areas: (a)
the development and implementation ol an integrated M&E system to track key marine
and coastal environmental and biodiversity indicators in Marine and Coastal PAs
supported by the Project as well as of other marine and coastal PAs, This will involve
establishing a baseline and monitoring key biodiversity and environmental health
indicators in individual PAs and the MCPA system over the long-term, and (b) an
assessmenl ol the marine biodiversity conservation status and conservation
requirements ol the Marine and Coastal PAs system, This is an essential complement Lo
the METT Scorecard information, allowing for evaluation of the on-the-ground impact
ol conservation and management measures, and detection of biodiversily responses 10
environmental and human disturbance. The information and knowledge gained will be
used to improve biodiversily and ccosystem prolection within specific PAs and the
MCPA system. In addition, the biodiversity and environmenlal monitoring information,
particularly for globally significant species and ecosystems, will contribute to global
knowledge on the state of marine and coastal environments and their resources
currently poorly understood in comparison with their terrestrial counterpart.

15, Sub-component 3.1 = Development and Tmplementation of an integrated
M&E system to track key marine and coastal environmental and biodiversity
indicators. Assessment of impact (or outcomes) of PAs management efforls in lerms of
biodiversity conservation and ecosystem protection needs complemented by monitoring
the status of biodiversity and key habitats, allowing the on-the-ground impact of
conservation and management measures to be evaluated, and biodiversity responses Lo
environmental and human disturbance delected. Currently monitoring of coastal and
marine biodiversity comprises of independent, poorly coordinated initiatives focusing
on specific ecosystems (specifically, coral reel systems) and species (marine turtles,
marine mammals, avifauna, ete.). The data is collected and managed through diverse
institutions using different data management systems with little or no communication
between them. Hence, using the exisling initiatives as a starting point, this sub-
component will focus on the design and launch ol an integrated M&E system (o track
key marine and coastal environmental and biodiversily indicators in individual PAs and
the MCPA system over the long-term. This information in turn will enable the adoption
ol an adaptive management approach, enabling the effectiveness of conservation cfforts
in the individual PAs and the MCPA mosaic system to be improved over lime,
Activities to be supported under this sub-component will include inter alia: development
of a biodiversily and environmental monitoring strategy: relinement ol indicators and
moniloring protocols lor key ccosystems and species, e.p., coral reels, rocky coastline,
migratory birds, sca turtles, selected species of commercial value and/or aquatic
mammals; developing data management tools: design of the associated institutional
arrangements; and establishment of a baseline [ollowed by execution of on-going
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monitoring activitics, In addition, the component would support awareness raising and
knowledge/data  sharing  activities targeling local, nalional and inlernational
stukeholders,

16,  Sub-component 3.2 - An Assessment of the Marine Biodiversity
Conservation Status and Conservation Requirements of the MCPA system. This
sub-component will promote the assessment of the efficiency of the biodiversity
conservation. The outcome of this analysis will support the improvement of the
management plans and the proposal for new PAs. All marine vertebrate species and
relevant invertebrale species will be assessed using the TUCN criteria [or extinction risk,
the stralegic measures Lo their conservation will be identified, and the level of protection
provided by the MCPA will be evaluated.

17. Under this component GEF [inancing would cover consullancy services, non-
consultancy services (e.g.. publications, boat rental, etc.), goods and equipment, public
consultations, workshops and training, and operating costs (including travel and per
dierns).

15, Component 4 - Project Coordination and Management (GEF: $0.91 million,
co-financing: $7.24 million): This component supports cross-culting activitics
designed lo strengthen coordination, communication, managemen! and moniloring ol
implementation for all components. It aims to cnsure project efficiency and cfficacy
through the establishment of a satisfactory management system and the maintenance of
the Project’s parlicipalory slructures, .

19, This component will finance the costs associated with the day-to-day
management and supervision of overall project implementation, Specifically it will
support the operation of the Project Coordination Unit in MMA, responsible for
ensuring project implementation and monitoring; and the project implementation unit in
FUNBIO (PMU-FUNBIOQ), responsible for the satisfacltory management of project
[unds and procurement processes. It also includes preparation and implementation of an
overarching project communication strategy.

20, In addition, this component will support coordination, protected area
management effectiveness monitoring and communication activities, including the
establishment and [unclioning of the various project inter-institutional structures
including the: (i) Project Operational Committee, the project decision-making body
comprised of each of the key execuling agencies: (ii) multi-stakeholder Project Council,
camprised of government, private sector, NGO and civil socicty, and academin
representatives, responsible for technical, strategic and policy guidance and advice: and
(111) ad hoc Technical Working Groups focused on specific issues as necessary; (iv)
monitoring o’ management cffectiveness in and [inancial sustamability ol new and
existing PAssupported under the project (this will be achieved through the adaptation
and annual implementation of the GEF's Protected Area Management Elfecliveness
Tracking Tools (METT Scorecard)'”,

" This stindurdized tool is designed to measure management effectiveness through a series ol questions
linked 1o core Protected Aren issues (e, lepnl status, surveillance, communications, ele.), Analysis ol
the seoring associmted with coch issue will provide directionul trends und patterns 1o inlorm the
development of work plan activities to inerease the effectiveness ol Proteeted Area management activilies
in individual PAs, The sub-component will also support the preparation of associmted national reporls,
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21.  Under this component GEF financing would cover consultant and audit services:
non-consultant services (e.g., publication of dissemination malerials); goods and

equipment; workshops, mectings and training: and operating costs (including travel and
per diems),

The METT scorecard will be translated into Portupuese and adapted 1o the context of Brazilian PAs,
Seoreenrd questions that represent milestones in Marine Proteeted Aren implementation under the project
were identilied,
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Annex 3:; Implementation Arrangements

I.  Overview and Management Arrangements

I 0O

lies with

verview/Executing partners: Overall political responsibility for the Project
the Biodiversity and Forest Secretariat (SBF) at MMA, however, its day-lo-

day execution will be undertaken in partnership with:

(i)

(ii)

(iii)

(iv)

(v)

MMAs Biodiversity and Forest Secretariat (SBF) at MMA — the lead
government implementing agency, housing the Project Coordination
Unit (PCU) responsible [or coordination, supervision and monitoring of
project implementation;

Brazilian Biodiversity Fund (FUNBIO) — is a non-profit private entity,
qualified by the Ministry of Justice of Brazil as of public interest since
2004, FUNBIO operates under the rules ol private law, in special the
Brazilian Civil Code;

Chico Mendes Institute for Biodiversity Conservation (ICMBio) — a
government agency responsible for management of federal PAs and
threatened species in Brazil: '

Petroleo Brasileiro S.A. (Petrobras) — public-private company linked
to the Ministry of Mines and Energy, a leader in the Brazilian oil and gas
industry; Petrobras will support Mines and Energy Ministry (MME) in
technical and scientific issues, and co-linance the Project; and

State and municipal agencies, where appropriate, according Lo the PAs
supporied by the Project — responsible for the implementation of project
activities in specific PAs under their jurisdiction,

2, The working relationships and roles and responsibilities of each of the Project’s
key execuling agencies and institutional structures is summarized in Section 11 below,
and will be spelled out in detail in the Project Operational Manual (POM), as well as in

a scries ol technical cooperation agreements to be signed belween the executing
partners.
3. Co-financing Partners: The Project’s main parallel co-financing partners are

the Federal Government (GOB)(US$8.4 million) and MME/Petrobras (US590 million):

(1)

(i)

GOB will provide USS$8.4 million in lederal liscal resources to support MMA
and ICMBio's participation in project implementation at large and for the
implementation of activities under Components |, 2, 3 and 4.

MME/Petrobras will provide a grant in an amount of US$20 million
(“*MME/Petrobras Grant™), 1o be converted (o its equivalent in Reaix at the date
ol the signature of the legal agreement dealing with these resources, as parallel
financing for Components 1, 3, and 4. In addition, MME/Petrobras will sign
an agreement with the GOB, through MMA, for the provision ol BRL$127
million of Brazilian Reais of in-kind support to Components 1, 3 and 4 of the
Project (“Separate Agreement™), This in-kind contribution consists ol data that
will be made available, work hours of Petrobras stall’ as consultancy and
scientific support to the Project under supervision of the MME, not including
logistic support or any ol any other nature (such as helicopters, boalts,
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monitoring campaigns), The Scparate Agreement will define inter alia the
objectives, form, and rules for provision of such support.

4. Financial arrangements: The GOB has selected FUNBIO Lo manage GEF's
and Petrobras grant resources. To this end, FUNBIO will sign two separatc granl
agreements, one with the World Bank (“GEF Grant Agreement”) and specilic
agreements jointly with MME/Petrobras and MMA (Cofinancing Agreements”), o
carry oul the implementation of the Project. Each Grant Agreement shall set forth the
specific terms and agreements for prant management, and shall include the following
responsibilities infer alia: (a) procuring goods and contracting services needed for
project execution with grant resources; (b) carrying out disbursements and the financial
execution and accounting of the project. In addition, FUNBIO will lead implementation
of the GEF-linanced Component 2 aclivilies aimed at identilying and designing
financial and legal instruments for long-term sustamability of PAs.

5 Technical Cooperation Agreements will be signed between FUNBIO, MMA and
ICMBio. These legal agreements are expected to be developed along similar lines o
those governing ARPA Phases | and 2 projects (P058503, P114810), and will deline
cach institution's responsibilitics and obligations under the Project. Technical
Cooperation Agreements will also be signed with relevant States and/or Municipalitics
for the PAs sites under the jurisdiction of the respective State or Municipality. A model
technical cooperation agreement between the represenlatives of  States and/or
Municipalitics (environmental secretariats and agencies). the GOB, through MMA, and
FUNBIO will be included in the POM.

6. Legal Framework: The lollowing legal agreements, national legislation and
olher documents arc of relevance for Project implementation:

e Grant Agreement between FUNBIO and the World Bank (acting as an
implementation agency of the GEF):

s Colinancing Agreements” between MMA and MMTE/Petrobras; and FUNBIO.

e Technical Cooperation Agreements between FUNBIO and cach of the Brazilian
Governmental [ederal executing agencies (i.e. MMA and ICMBio):

e Technical Cooperation Agreements between FUNBIO and  State  or
Municipalities where applicable;

+ Applicable national legislation, including: Law N 9 985 ol I8 July 2000; Law
N°® 9,478 of 6 August 1997; Decree N° 2,745 of 24 August 1998; Decree N°
4,340 of 22 Augusl, 2002; Decrec N" 4,339 ol 22 August, 2002; Decrec N”
5,746 of 5 April, 2006; and

e Legal Charter and Operations Manual of FUNBIO.

7 Effectiveness Conditions: To (his end, the following are the required condilions
for effectiveness for the GEF Grant:

a, The exccution and delivery ol the Grant Agreement (between the World Bank,
acting as an implementing agency of the Global Environment Facility and Fundo
Brasileiro para a Biodiversidad — FUNBIO) on behall of the Recipient have been
duly authorized or ratified by all necessary governmental and corporate actionwith
the World Bank by FUNBIO:




b. The MMA Technical Cooperation Apreement and the ICMBio Technical
Cooperation Agreement have been executed on behall of the Recipient and MMA
and ICMBio, respeclively:

¢.  The Project Operational Manual, in form and substance satisfactory to the World
Bank, has been prepared and adopted by the Recipient, MMA and ICMBio.

II.  Organizational Structure and Roles and Responsibilitics

8. Overview: The Biodiversity and Forest Secretariat (SBF) at MMA has the
overarching policy level responsibility for carrying out the overall institutional
coordination required to implement project activitics, while the SBE's DAP will be
charged with leading project execution. A Project Operational Committee (POC). an
exccutive and decision-making body chaired by MMA and comprised of representatives
ol the key exccuting agencies, will oversce project implementation, The POC will be
supported by (a) a Project Coordination Unil (PCU) based in MMA, responsible for the
day-lo-day coordination and supervision of implementation activities being undertaken
by the executing agencies, and (b) a Project Implementation Unit (PMU) based in
FUNBIO, responsible for the day-to-day [inancial management and procurement
activitics.

9, In addition, a Project Council (PC) comprised of at least 11 representatives
drawn from the federal government, private sector, academic sector and NGOs/civil
socicly will be established, to provide overarching strategic and technical guidance, and
to provide a forum for problem resolution as needed. Lastly, ad hoc Technical Working
Groups will be established by the POC, as needed, Lo provide in-depth guidance upon
specific issues related (o project implementation,

10,  The POM will detail the roles and responsibilities of each of these institutional
struclures as well as the agencics involved in project implementation, A summary is
presented below,

Il.  Project Council (PC): An advisory PC comprised ol representatives ol key
governmental and non-governmental stakeholders will be established with a view Lo
providing policy level and stralegic guidance, ensuring linkages to relevant sectorial
policics and programs, assisting in the resolution of any inter-sectorial, debating and
suggesting improvements for the SNUC regarding coaslal and seascape management
challenges, and other problems. The PC will meet at least twice a yeur, and more
frequently on an ad hoc basis as needed, It will be chaired by MMA, and will comprise
at least the following 12 members in addition Lo the executors ol the projeet:

Table 1: Members of the Project Council

Crovernment Civil Socieny
I representative of MMA (Cha) I representative  of  State  einvironmental
I representative of Ministre of Ming and Enerey agenefes
D represcntative of Ministey of Setence, Teelmology | 1 representative of deademia
aned Tunevation 2 representatives  of  environmental NGO
! representative of Ministey of Defense/SECIRM (CNEA) 1 from NovtlyNovtheast aned | from
1 representante da SEP (Scerctaria de Portos) Sauth/Sautheast
1 representative of Ministrv of Fisheries I representative of private seetor (CNI)

! representative of dvtisanal Fishers




12,  Federal Governmenl representatives will be appointed by their relevant
Ministers through a specific administrative act. The State representative will be
appointed by the Brazilian Association of State Environmental Agencics (dssociagao
Brasileira de Entidades Estaduais de Meio Ambiente - ABEMA), The academic
representative and alternate shall be appointed by the academic community, for example
through the Brazilian Society for Scienlific Progress (Sociedade Brasileira para o
Progresso da Ciéneia - SBPC). Environmental and social NGOs shall have their
representatives and alternates appointed by Rede MangueMar and Fdrum do Mar. The
private sector shall appoint its representatives and alternates from leading private sector
associations, such as the National Industrial Confederation (Confederagdo Nacional da
Indiistria - CNI) and others. The representative [rom Artisanal fishers will be appointed
by the Association of Marine Extraclivist Reserves (dAssociagdo das Reservas
Extrativistas Marinhas), 1CMBio and FUNBIO will participate as observers in the
Project Council,

13, Project Operational Committee (POC): The POC is an administralive unit,
and [unctions to ensure compliance with proposed PDO considering PC guidance, To
this end the POC will: (a) approve action strategics; define procedures and guidelines:
(Ib) establish criteria for the signing of agreements and conltracts envisioned under the
Project: (¢) analyze and approve the Project's Annual Operating Plans and Procurement
Plans; (d) review implementation progress and budgels for each component on a
quarterly basis, and resolve any problems and boltlenecks that are identified: and (e)
analyse and issue opinions on technical and financial reports, as well as on stralegic
recommendations made by the other project groups. The POC will meet at least once
every three months, It will be chaired by a representative from SBF/MMA and will
comprise Lhe [ollowing four members:

Table 2: Members of the Project Operational Committee

Praject Opcrational commiitee

members: ik

| representative ol SBI | representative ol FUNBIO
1 representative of ICMBio

14, Technical Working Groups: In addition to seeking guidance from the Program
Council, the Project Operational Commiltee may periodically establish specilic
Technical Working Groups lo analyze and provide technical guidance on particular
issues that may arise with respect to implementation. These Technical Working Groups
will typically include a subset of the members of the Program Council, complemented
by additional technical experts drawn from inter alia government, universilies, research
institutions, NGQOs and/or stakcholders relevant to the question at hand.,

15, Project Coordination Unit (PCU): The PCU is the execulive implementing
body under the SBF within MMA, The PCU serves as link between the Project
Operational Committee and the different executors, The PCU is responsible for the day-
lo-day coordination and management of project implementation, This includes: (a)
coordinating, supporting, executing, and supervising the implementation ol activilies
under each component by the executing agencies: (b) monitoring the Project’s physical
and financial activities both within and outside PAs (including GEF Tracking Tools
updated based on the information provided by the Protected Area coordinators)
according lo the agreed targets and budgets and, as needed, discussing and proposing
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adjustments to operations, project reference documents and methodologies to achieve
objectives: (c) guiding project executors on the technical, administrative, and financial
procedures accepted by the World Bank: (d) formulating and systemalizing documents
for analysis and approval by the Project Operational Committee; (e) receiving Annual
Operating Plans (Plano Operativo Anual - POAs); (I) collating and consolidating the
physical and financial execution reports from all execulors: (g) preparing quarterly
progress and financial reports as well as annual project M&E reports; and (h) preparing
the consolidated POA [or the Project and the general progress report to be reviewed and
approved by the Project Operational Committee, The PCU will also act as the chair for
the Project Operational Committee and executive secretarial for the Project Council,
The unit will be headed by a National Project Coordinator and supported by at least two
technical specialists and administrative stalT,

LG, Project Implementation Unit (PMU-FUNBIO). A PMU will be established
within FUNBIO 1o ensure sound [iduciary management ol projecl resources. Ils
responsibilitiecs  will include imfer alia  [inancial managemenl, procurement,
implementation, M&E of the Project, as described in detail in the POM. FUNBIO will
ensure that the PMU is stalfed with qualified stalT in adequate numbers lo ensure sound
liduciary management ol project resources until completion ol the Project in agreement
with the terms set forth in the POMI. The National Project Coordinator in the PCU will
work closely with the PMU in FUNBIO lo ensure smooth coordination on questions
related (o [inances and procurement,

ITl.  Key Project Executing Agencies,

7. The roles and responsibilities attributed to each of the key executing apencies

will be described in detail in the POM. Table 3 provides an overview of the key
exccution agencies and partners for each ol the four components.

Table 3. Execntion and administration responsibilities

Components lixecutors Administrntor | Potentinl Partners

1, Creation and | ICMBio and MMA, | FUNRIO Sectornl Ministries (Federal/State),
implementation of | where relevant, States NGOs, research instittes, acodenie
MCPAs and Municipalities institutions, prass roots

organizations, privile seelor

2, Design of financial | MMA, 1CMBin, | FUNBIO NGOs, research institutes, academie
mechanisms o support [ FUNBIO instilttions, Brass ronts
MCPA syslem orpanizations, privile seelor,
3. Monitoring and [CMBio, MMA nnd, FUNDBIO Sectoral Ministries, States, NGQOs,
eviluation where relevant, States research imstitutes, academic

and Municipalities institutions, grass rools

organizalions, privale scelor

A4, Projeet coordination | MMA FUNBIO 1ICMDBio, FUNBIO, MME/Pelrobras
and management
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18, MMA - Ministry of the Environment: MMA would carry out overall project X
management and communication activitics at the strategic level, cvaluating and /,:.'m L/"/\.
updating, as needed, project objectives and targets in the project results matrix; ¢ “-—-k '
monitoring performance against project goals: and supervising FUNBIO, Partnerships “—w'f{;“f._/
with rescarch institutions will be eritical for carrying out the biodiversity and .
environmental monitoring. In addition, the Project will work, through close supervision

and limely actions, to improve the implementation capacity that already exists in both

institutions. The monitoring ol project progress in the MCPAs will be carried oul by

MMA in close coordination with the ICMBio and FUNBIO.

19, ICMBio — Chico Mendes Institute for Biodiversity Conservation: ICMBio is
responsible for all aspects of lederal PAs ranging from preparing proposals [or the
creation ol new federal PAs, managing the consolidation process [or existing and newly
created PAs, preparing the Annual Operating Plans lor federal PAs, ensuring
implementation of management aclions (including surveillance and control) in lederal
PAs, and providing the counterpart resources, and the implementation of biodiversity
and environmental monitoring, The Department of Biodiversity Monitoring, Evaluation
and Research (Diretoria de Pesquisa, Avaliagio ¢ Monitoramento da Biodiversidade -
DIBIO) together with the Department of Creation and Management of PAs (Diretoria de
Criagdio ¢ Manejo de Unidades de Conservagio - DIMAN) within ICMBio will oversce
the project actions by the Institute and will coordinate with the Project Coordination
Unit (UCP), in MMA, and the Project Management Unit (PMU) in FUNBIO. Also,
pertaining to the financial sustainability of MPAS, ICMBio will provide elements (cost
modelling, projections, etc) to support the development of public policies under Project
objeclives.

20,  FUNBIO - Brazilian Biodiversity Fund: FUNBIO, the Grant Recipient, has
extensive experience in implementing World Bank-linanced projects. Financial
monitoring and procurement functions will be carried out by FUNBIO, which is
responsible for approving and tracking the distribution of [unds.

21, MME/Petrobras: MME/Petrobras is both a partner and an implementing
agency, Its US$ 20 million' grant will also be managed by FUNBIO. In addition,
MME/Petrobras will support the Project with BRL$127 million of Brazilian Reails in
kind. This in kind contribution consists of data that will be made available, (according (o
Petrobras information policy) work hours of MME/Pelrobras stalf as consultancy and
scientific support Lo the Project under supervision of the MME, not including logistic
support or any of any other nature (such as helicopters, boats, moniloring campaigns).

72 Stale and Municipalitics (Environmental Seeretariats and Agencies): The
State and Municipal environmenlal secretariats and agencies arc responsible for: (a)
preparing proposals for the creation of state/municipal PAs within its territorial
jurisdiction; (b) managing the process ol consolidating new and existing state/municipal
PAs; (¢) preparing the Annual Operating Plans (POA) for participating state/municipal
PAs: (d) ensuring implementation of management actions (including surveillance and
control) in state/municipal PAs: and (e) ensuring the prompt availability of counterpart
resources lor the carrying out of the State/Municipality’s parls ol the Project.

1 This will he converted 1o Brazilian Reads ot the data ol the signiture of the legal agreement dealing with
these limds,
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IV. TFinancial Management, Disbursement and Procurement

23, The Project’s administralive and [linancial procedures will be detailed in the
Project Operational Manual (POM),

Annual Operating Plans (POAs)

24,  ICMBio, FUNBIO, and Statc and Municipal environmental agencies, where
appropriate, and under the scope ol their respective responsibilities, will prepare POAs
(Planos Operativos Annais, Annual Operating Plans) and send them to the PCU. The
POAs dircct the application of financial resources allocaled Lo the Project. The PCU
reviews and consolidates the different POAs into a single Project’s POA and sends it o
the POC for approval., The Project’s POA 1s then sent lo the World Bank [or "no
objection”. The PCU forwards the final POA to FUNBIO and other agencies and
administrative authorities in charge of POA execution., These agencies, in turn,
implement the POA through their internal procedures, strictly observing the terms
approved by the World Bank, donors and POC and the contractual rules assumed with
the World Bank through the grant agreements and the POM,

25, The MME/Petrobras grant resources , will [inance purchases and contracting ol
goods and services for project activities included in POAs approved by the POC, as
parallel co-financing,

V. Monitoring and Evaluation of Project Results
26, A Project M&E Unit will be established within the PCU at MMA Lo implement

M&E activities. The M&FE indicators have been agreed and are presented in Annex 1.
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M&E ol Project implementation will be conducted through: (a) activities of the PCU
and the FUNBIO PMU: (b) bi-annual progress reviews by the POC: (¢) bi-annual
progress reviews during World Bank implementation support missions; and (d) mid-
term review of project implementation Lo be conducted jointly by the GOB, the POC,
the PCU, FUNBIOQ, and the World Bank, Under Component 3, biological and/or socio-
economic monitoring will be carricd out as well as studies and activities to capture
lessons learned, disseminate results, and promote replication elsewhere in Brazil and
pglobally. Every six months, the PCU will transmit to the Bank bi-annual progress
reports on Project implementation and outcomes (Project Reports) (these Project
Reports shall be furnished to the World Bank not later than one month after the end of
the period covered by said report). An Implementation Completion Report will be
prepared within six months aller closing ol the GEF Granl,

V1.  Financial Management Arrangements

27. A Financial Management (FM) assessment was carried out in accordance with
World Bank guidelines. The linancial management risk associated with the Project has
been assessed as “Moderate™ mainly duc to the lollowing [actors: (a) decentralization of
funds to the PAs and (b) the relatively new [ield of the Project: development and
implementation of coastal and MRPA (MCPAs), FUNBIO has assumed [iduciary
management responsibilities for previous and ongoing World Bank-linanced projects
under similar arrangements. The assessment considered FUNBIO's FM arrangements
satisfactory, due lo FUNBIO's adequale stalfing, accounting and [inancial management
systems and lack ol any important audit findings in the prr.,wuu:. years' audit reports, as
detailed below. Issues include adequate internal controls to monitor decentralized [unds,
Mitigation measures include: (i) preparation of a user [riendly and detailed operational
manual by negotiations, (ii) preparation of the audit Terms of Relerence (TOR); and
(m) close monitoring and follow up by the PCU stalTl, assuring proper ficld supervision
missions to provide training on the Cérebro system, FM and disbursements procedures
throughout implementation, The FM Missions are expected to be undertaken on an
annual basis,

28, RM - the accounting system - and (érebro "7 - (he monitoring system — are
fully operational and capable of running the agreed Interim Unaudited Financial Reports
(IFRs) and satisfy World Bank requirements, FUNBIO maintains and manages the RM
system that has been used to manage other donor-financed projects, and as such, the
system is considered acceptable for the Project as well. Annual budget (POA) amounts
approved by the POC are updated in the Cérebro system (hat is accessible to the PCU
for budgel execution and project monitoring.

29,  Decentralized Execution of GEF Funds: Funds may be administered and
expended directly by PAs, withdrawn [rom the designated account and transferred Lo a
‘Conta Vinculada’, a bank account held in the name of FUNBIO. These accounts are

Y Under previous projeets o nlernet-hused system (Cirecheny, o Tull service Nancml management
system ereated by FUNDIO that enables all annual budget planning, review and approval, execution, and
monitoring 1o occur in a sceure, ellicient, and transparent online environment was developed and
implemented. Under the Projeet an updated version, Cérebro 11, is being adopted which will resolve
minot problems encountered in the lirst phase,




reserved [or the receipt ol GEF grant [unds, FUNBIO reviews, monilors (through
Cérebro and [ield visits) and approves the requests for new advances and keeps a copy
ol the support documentation, and the Internal Control is made a posteriori, No cash or
petty cash payments will be allowed. The FUNBIO financial council stafl are
experienced and trained in World Bank project requirements,

30.  Interim Unaudited Financial Reports IFRs (1-A and 1-B) will be prepared on a
cash-basis and will show expenditure [ipures by quarter, accumulated for the year and
accumulated [or the Project. A specific ledger will be created in the system to record all
grant transactions, and will be aligned with the structures of the grant cost and
disbursement tables to record transactions by category and component/activity. The
IFRs will cover a calendar quarter and will be sent to the World Bank not later than 45
days after cach calendar quarter. Any counterpart contribution (in-kind or cash
contributions) supporting the grant’s activities will be reflected in the 1FRs,

31, An audit of the Project’s financial statements will be conducted by an
independent audit [irm acceptable to the World Bank, carried oul in accordance with
lerms of reflerence acceptable to the World Bank and the World Bank's audit palicy.
The Audit's TOR will be subject to an annual review that will require the respective
“No Objeclion” by the World Bank. The audit will be due no later than six months aller
the end of the fiscal year. The audit report will contain a single opinion on the project
financial statements and the designated account and a management letter (report on
internal controls). The audit report will be subject to the World Bank Policy on Access
lo Information, FUNBIO publishes its annual financial stalements by posting them on
the Internet,

VII. Flow of Funds

32, Designated Account (DA). FUNBIO will open a segregated designated account
(DA), in Brazilian Reais, in the Banco do Brasil, with a Fixed Ceiling ol BRLS$3
million. Disbursements will be made based on Withdrawal Applications supported by
stalements of expenditure (SOEs), except for payments made under contracts for: (a)
goods, works and nen-consulting services above US5500,000 equivalent, (b) contracts
wilh consulting firms above US$100,000 equivalent, and (¢) contracts with individuals
above US$50,000 equivalent. In these cases, records must be attached to a Summary
Sheel (85). The information required for the compilation of statements of expenditure is
maintained by the financial management unit in the Cérebro IT/RM database.

33, Other accounts; MME/Pelrobras Tunds will be channeled through a specilic
arrangement. The disbursement procedures for MME/Petrobras funds will be specified
in the MME/Petrobras Grant Agreement,

VIII.  Dishursements
34, FUNBIO will open a segregated designated account (DA), in Brazilian Reais, al
Banco do Brasil in Rio de Janeiro to receive grant [unds and make payments in local

currency.

35, FUNBIO will be responsible for processing all payments for works, goods and
services, Payments will be made dircctly from the DA. Such mrangemenls are
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36.  The [ollowing disbursement methods will be used: Advance, Reimbursement
and Direct Payment. The Minimum Application Size with respect to Dircct Payments
and Reimbursements (not Advances) will be US$300.000 equivalent. Applicalions
documenting expenditure paid from the DA should be submilted by FUNBIO ideally
once a month but not later than once every three months, and must include reconciled
bank statements as well as other appropriate supporting documents. The Project will
also have a four-month Grace Period,

37.  All payments will be made through electronic dcposits at each
beneficiary/consultant bank account. Records, Summary Sheets and SOE’s will be used
to document eligible expenditures. Original support documentation will be available at
FUNBIO's headquarters.

38.  The Recipient may withdraw the proceeds of the Grant in accordance with the
provisions ol (a) Article 111 of the Standard Conditions; (b) this Section; and (¢) such
additional instructions as the World Bank may specify by nolice to the Recipient
(including the *World Bank Disbursement Guidelines for Projects” dated May 2006, as
revised from time to time by the World Bank and as made applicable to this Agreement
pursuant lo such instructions), lo finance 100% Eligible Expenditures consisting of
poods, works, services, Operating Cosls, Surveillance Activities and Training (inclusive
ol Taxes). No withdrawal shall be made or payments made prior (o the date of the GEF
Grant Agreement, except that withdrawals up o an aggregale amount nol o exceed
US$1.820.000 may be made lor payments made on or after December 3, 2013 for
Eligible Expenditures under the Project.

IX. Procurement Arrangements

39.  General. Procurement for the proposed Project would be carried out i
accordance with the World Bank's “Guidelines: Procurement of” Goods, Works und
Non-Consulting Services under IBRD Loans and IDA Credits & Grants by World Bank
Borrowers”, dated January 2011 (Procurement Guidelines): and “Guidelines: Selection
and Employment of Consultant under IBRD Loans and IDA Credits & Grants by World
Bank Borrowers”, dated January 2011 (Consultant Guidelines): and the provisions
stipulated in the GEF Grant Agreement. The general description of various items under
different expenditure categories is provided below. For each contract to be financed by
the GEF Grant, the different procurement methods or consultant selection methods, the
need [or prequalification, estimated costs, prior review requirements, and lime frame are
apreed between FUNBIO and the World Bank in the Procurement Plan, The
Procurement Plan will be updated at least annually or as required to reflect the actual
project implementation needs and improvements in instilutional capacity.

40, Procurement of Works. Works procured under the Project would include the
construction or extension ol small head offices in PAs, Procurement methods or works
arc International Competitive Bidding = ICB, National Competitive Bidding — NCB and
shopping and their respective thresholds will be defined in the procurement plan. It is
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anticipated that works under the Project are likely to [it below the threshold for
shopping.

41, Procurement of Goods. Goods procured under the Project would include inter
alia vehicles, boats, satellite images, 1T and electronic equipment, houschold supplies.
Procurement methods [or goods are International Compelitive Bidding — ICB, National
Competitive Bidding — NCB, shopping and Direct Conlracting. Their respective
thresholds will be defined in the Procurement Plan The method known as “pregiio
eletrénico™, as provided in the Member Country’s Law No. 10520, of July 17, 2002,
under "COMPRASNET", the Member Country’s procurement portal or any other e-
procurement system approved by the World Bank, may be used in replacement f(or
National Competitive Bidding and Shopping, when procuring off-the-shell goods,
subject to the following additional procedure, namely, that the bidding documents shall
be acceptlable to the World Bank.

42, Procurement of Non-consulting Services, “Non-consulting Services” meuans
services which are of non-intellectual nature and that can be procured on the basis of
performance ol measurable physical outputs, including infer alia the cost of, installation
ol equipment, repairs and/or maintenance services, and demarcation surveys.
Procurement methods for non-consulting services are International Competitive Bidding
- ICB, National Compelitive Bidding — NCB and shopping and their respective
thresholds will be defined in the Procurement Plan. The method known as “pregdo
cletronico”, as provided in the Government's Law No. 10520, of July 17, 2002, under
"COMPRASNET", the Government's procurement portal or any other e-procurement
system approved by the World Bank, may be used in replacement for National
Competitive Bidding and Shopping, when procuring readily available services, subject
to the following additional procedure, namely, that the bidding documents shall be
acceptable to the World Bank.

43, Sclection of Consultants. Consulting services from firms and individuals
selected under the Project would include fnrer alia preparation ol 10 Protected Area
management plans, land lenure studies, works supervision, engineering designs,
communication and marketing plans, assel managemenl, conservation finance studies,
development of conservation financing mechanisms, legal advice, and preliminary
studies to create PAs, Individual consultants would be selected following the procedures
sel forth in Section V of the Guidelines, including sole-source sclection procedures,
whereas consulting [irms would be selected lollowing Quality and Cost Based Selection
(QCBS), Least-Cost Selection (LCS), Selection under a Fixed Budgel (FBS). Seleclion
Based on Consultant’s Qualifications (CQS), Selection of consultants under Indefinite
Delivery Contract or Price Agreement, or Single-Source Selection ($S8S). Short lists of
consultants for services cstimated to cost less than $500,000 equivalent per contract
may be composed entirely of national consultants in accordance with the provisions of
paragraph 2.7 of the Consultant Guidelines.

44, Surveillance, Surveillance costs refer to the costs associated with the carrying
out ol supervisory and quality control activities in Marine and Coastal PAs under
Components 1 and 3 of the Project, including: (a) travel and per diem [or technical stalT;
(b) rental of aircrall, helicopler or vessels; and (¢) [uel and maintenance of vehicles and
vessels,
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45, Training, Training costs refer to costs associated with the delivery of training
and capacity building activities under the Project, including: (a) logistics; (b) equipment
rental: (¢) training materials; (d) stationary for workshops and meetings: (e) lodging; (D
calering services for coffee breaks: (g) rental for training facilities; and (h) reasonable
[ees, travel, transportation and per diem of trainers and trainees.

46,  Operating Costs. These costs means recurrent incremental costs associated with
the coordination and implementation of the Project, including: (a) operation and
maintenance of vehicles, repairs, fuel and spare parts (except those covered under
surveillance activities): (b) cquipment and computer maintenance; (¢) shipment costs
(whenever these costs are not included in the costs of goods); (d) office supplies: (e)
rent for office [acilities; ([) utilitics; (g) travel and per diem costs for technical staff
carrying, out supervisory and quality control aclivilies (except those covered under
surveillance activities); (h) communication costs, including advertisement for
procurement proposals); (i) salaries for the Recipient’s operational stafT; and (j) all costs
associated with audits.

47. wContas Vinenladas®. The “contas vinculadas™ are mechanisms [or distribution
of funds that allow [or more autonomy of PA administrators to spend small amounts of
their budgets on daily operation and maintenance of PA offices. These items are
considered operating costs and would be procured using FUNBIO’s administrative
procedures, which were reviewed and found acceptable to the World Bank. A detailed
list of expenditures to be paid oul of “contas vinculudus™ would be included in the
POM.

48, Assessment of FUNBIO’s capacity to implement procurement. As a private
entity, its regulations allow enough [lexibility to apply the World Bank's Guidelines, so
no special provisions are required. A full assessment of FUNBIO's capacily (o
implement procurement under the World Bank's procurement guidelines has been
carricd out and no major risks were identified. FUNBIO has implemented other World
Bank-[inanced projects and has acquired good familiarily with the procurement rules,
including using bidding documents, requesting prior and post reviews, and preparing
procurement plans. Due to the nature of the Project, and because only few selection
processes might have a higher complexity, selecting them for prior review is an
adequate measure o miligate this residual risk. Some findings to be highlighted are: (i)
FUNBIO uses a management system named Cérebro, which has a [ull procurement
module. This system deals with procurement responsibilities and formalizes the
decision making process; (ii) FUNBIO has a bidding and contracting manual, which
was reviewed by the World Bank and their procedures were considered acceptable; (1ir)
FUNBIO has an excellent filling system; and (iv) the procurement unit is currently
stalTed with six experienced people, and it can be expanded il needed.

49, The overall project risk for procurement is Low.

50,  Procurement Plan, FUNBIO prepared a Procurement Plan for the [irst 18
months of project implementation, which provides the basis for the procurement
methods. It will also be available in the Project’s database and in the World Bank’s
external website. The Procurement Plan will be updated in agreement with the World
Bank annually or as required to reflect the actual project implementation needs and
improvements in institutional capacity,




51, Frequency of Procurement Supervision. In addition to the prior review
supervision 1o be carried out from World Bank offices, the capacity assessment of the
Implementing Agency has recommended yearly supervision missions to visil the field to
carry out post review of procurement aclions,

22 Prior and Post Reviews. Thresholds [or procurement prior review will be
established by the Procurement Plan,

Environmental and Social Safeguards

53, Safecuard Policy Issues, The Brazilian coastal and marine environment 1s
globully recognized for the importance of its rich biodiversity, and increasingly [or the
contribution of its extensive mangroves lo carbon storage, The Project, which is
classified as salepuards catepory B, is essentially a conservation initiative, generating
long-lasting benelits to the environment through the significant expansion of coastal and
marine areas under elfective protection. This will resull in improved biodiversity
protection and reduced coastal degradation, improving environmental eapacity to adapt
to climate changes. It is also cxpected to bring aboul social benelits as it moves towards
putting the management ol these economically valuable coastal and marine resources
onlo a more sustainable [ooting, Nevertheless, it is recognized that the construction of |
essential managerial infrastructure (such as [ield base, monitoring trails, basic visilor
center with sanitary [acilities) and the use of natural resources m sustainable use PAs
might give rise Lo localized and reversible negative environmental impacts and that the
process ol creating new MCPAs might give rise o social issues. In addition, there are
indigenous peoples present in one of the existing PAs 1o be potentially supported under
the Project. To censure thal any such issues are appropriately addressed, the MMA
prepared consulted and disclosed both in country and on the Bank's website, the
following saleguard documents: (i) an Environmental and Social Assessment of the
Project as a whole: (it) an ESMF; (ii1) a PF; and (iv) an TPP.

54, Safesuards Triggered, Environmental Assessment (OP/BP 4.01). Given the
essentially environmental conservation characteristic of the Project, a category B is
proposed. The Project is expected (o have a significantly posilive environmental
outcome, as it will improve the conservation and management of ceologically important
areas through the creation and implementation of MCPAs, and the establishment of the
Marine and Coastal PAs (MCPA) system, lo be comprised of new and existing PAs.
The Project may support small-scale investiments in the PAs to be created or existing
PAs that will integrate the MCPA system, such as demarcation, possibly interpretative
cenlers, trails, preparation of management plans, ete, Possible negative impacts from
these small-scale investments are expected o be small, localized and reversible, Some
of the existing PAs include historical sites und, although project actions as planned
should not interfere with those siles, eventual additional historical and/or archeological
findings (chance finds) may occur during project implementation, As such, project
preparation included the preparation of an Environmental and Social Management
Framework (ESMF) by MMA, which assessed potential environmental and social
impacts and proposed a [ramework [or preventing or mitigating them, The ESMF will
also be integrated into the operating rules of the financing mechanisms envisaged as
part of Component 2. Furthermore, project-financed studics for the creation of new PAs
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envisaged as part of Component 1 will be consistent with, and pay duc attention lo,
relevant World Bank Safeguard Policies.

55, Forests OP/BP 4.36. This safeguard policy is triggered as Project actions [or
strengthening PAs may include existing coastal PAs thal can contain mangroves,
restinga or portions of Atlantic Forest and the sustainable use of non-timber forest
resources can be allowed in sustainable use PAs. All impacts on forest systems are
expected 1o be positive. The ESMF ensures the policy is addressed appropriately
through the application of a precautionary approach to the management of non-timber
resources in forested areas in sustainable use PAs(UCs), and by complying with strict
protection guidance when recommended by the existing studies on Priority Areas for
Conservation, The Project will not involve the conversion or degradation of forested
dreas,

56,  Natural Habitats OP/BP 4.04. This policy is triggered as the Project is
expected to have positive impacts on the quality of critical natural habitats. The ESMF
ensures the policy is addressed appropriately by idenlilying the criteria for prioritizing
the most biologically valuable and/or (hrealened areas to be protected and through the
application of a precautionary approach 1o natural resource management in sustainable
use PAs, among other measures and guidance, Even though the Project will not finance
natural resource use subprojects, the ESMF also provides guidance on ensuring thal
provisions lor sustainable NRM are included in the management plans that will be
prepared or revised [or sustainable use PAs.

57.  Physical Cultural Resources OP/ BP 4.11. The specific management actions
to be supported under the Project will be delined during project implementation as part
of the update or preparation of new management plans, The impact of these actions on
physical cultural resources is therelore unknown « priori. To address this concern the
impacts and procedures for "chance [indings" from specific invesiments under
Component | (il applicable) were assessed within the Environmental Assessment, and
the resulting ESMF includes relevant provisions lo miligale any potentially adverse
impacts. Such provisions include compliance with the guidelines defined by (he
National Institute for Historical and Culwral Herilage (IPHAN) regarding historical
sites and/or archacological hindings,

58.  Indigenous Peoples OP/BP 4.10. During project preparation it was determined
that Indigenous peoples with the four characteristics called for in OP 4,10 are present
within one of the PAs Lo be supported by the Project. A Social Assessment and IPP was
prepared, consulled in August 18, 2012 and disclosed [rom February 15 to March 15,
2013, per the requirements ol OP 4,10 (prior to Appraisal).

59, Involuntary Resettlement OP/BP 4.12, The Project will nol require the
mvoluntary taking of land. TTowever, the creation and consolidation of PAs could
potentially lead to restrictions in access lo PAs leading to impacts on peoples’
livelihoods, A Process Framework was prepared, consulted in August 18, 2012 and
disclosed [rom February 15 to March 15, 2013 prior o appraisal to ensure that aflected
people and communities have an opportunity to participate in the definition and design
ol alternative livelihood activities or other compensation/mitigation measures,
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60.  Key stakeholders have been consulted during project preparation on the potential
risks and impacts of the Project and the proposed mitigation measures. In addition to the
face-to-face consultation of safeguard documents held at the protected area where
indigenous peoples are present and described in the Project’s IPP, FUNRIO published a
Public Consulting call in its website, inviting public society to download and comment
on the socio-environmental saleguards document from February 15 to March 15, 2013,
The comments/suggestions were made through an on-line form, Interested people could
identify themselves or remain anonymous lo ensure no-restrainls to participation,
Nearly 5,700 people have taken part on the public consultation process carried out
between February 15 and March 15, 2013, The comments and suggestions received
have focused on the potential impact of the creation of PAs over the traditional
livelihood strategies of non-commercial, traditional and artisanal  fishermen.
Considering these concerns, lwo key principles have been incorporated in the Project
for guiding the creation and/or consolidation of coastal and MRPA — namely: (a) the
assessment ol social implications for communities and other stakeholders in the areas
who depend on [isheries resources for a livelihood and (b) the empowerment of
indigenous and local fishing communities to progressively share the responsibility of
managing coastal and fisherics resources.

Gl, These concerns have been incorporated in project design in compliance with
both the World Bank safeguard policies — a PF and an IPP have been prepared - and the
Braziliun environmental legislation, which requires that: (i) free and informed public
consultations with the affected population and the civil society in general are held prior
to the creation of PAs; (i1) the inception of multi-stakcholder management commitlce
and the participatory elaboration and implementation a participatory management plan
for cach protected arca: and, (iii) the invalvement ol non-commercial. traditional and
artisanal fishermen communities from the planning to the implementation phases of
each coastal and marine protecled area,

62, Nowadays, non-commercial traditional and artisanal fishermen communities are
important allies in the conservation process. When the National System ol Conservalion
Units (SNUC) legislation came into foree in Brazil (under Law 9,985/2000), it included
new catepories ol coastal and MRPA such as marine extraclive reserves (MERs) and
reserves for sustainable development (RSDs), many combining no-take zones with a
sustainable use ol resources that helps to conserve biodiversity and, simultaneously. to
improve the living standards ol those within them. The changes introduced by SNUC
include the creation of consultative and management multi-stakeholders committees and
the promotion of sustainable development of fishermen communities. In consequence ol
this new regulatory [rumework and the pressures that these non-commercial [ishermen
have been lacing and to which they have become increasingly vulnerable, more and
more of these communitics have been demanding such PAs (o be created in recent
years,

63.  Given the empowering, participatory and consultative processes ol creation
and/or consolidation as well as co-management strategics of coastal and MRPA, the
Project will undoubtedly contribute to meet the goals of environmental conservation,
poverty reduction and shared prosperily insofar as marine and coastal PAs have been
proven to contribute to (a) prolecting biodiversity, (b) managing conflicl, enhancing
economic well-being and improving the quality of life, and (c) lostering the resilience of
artisanal [ishing communities. The Project’s impacts tend to be mostly positive and
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some recent social assessments have shown that the most positive examples in the world
of livelihood-sensilive conservation come [rom Brazil, where non-commercial
fishermen communitics arc in the forefront of demanding, and setting up, sustainable-
use marine extractive reserves (MERs) and other coastal and MRPA (o safeguard their
livelihoods against diverse pressures upon the natural resources they need,

64.  Grievance-handling processes and conflict resolution arc key tasks to be carried
by the participatory and multi-stakeholder management commitlees created for each
coastal and marine PA. The Corumbau's Management Committee will be the [irst mode
by which alfected people (including Indigenous Peoples) and citizens in general will be
able to submit their complaints, The MMA and ICMBio - which are responsible [or the
institutional and legal actions for the creation of coastal and MRPA — have an array
modes by which citizens can submit their complaints — including hotlines, web site,
mail and c-mail, and ombudsman office — which are suitable for project purposes and
will be also utilized. Finally, aflected people also have access Lo national judiciary to be
referred to by unsatisficd complainants. The MMA and ICMBio will inform the project-
affected communities — through their participation in the PAs Management Commillees
— about this array ol modes for submission of complaints, The use of these existing
formal prievance mechanisms will avoid the inellicacious duplication ol institutional
structures and strengthen the Borrower’s system.

65.  Project M&E will be carried out in three broad areas: (i) linancial monitoring,
(i1) monitoring of implementation and management of the PAs, and (iii) environmental
and biodiversity monitoring. The Ministry of Environment and ICMBio will be
responsible for the institutional and legal actions for PA creation, and for the
implementation of biodiversity and environmental monitoring — including the
monitoring of the IPP [or the Corumbau Marine Extractive Reserve — and some
partnerships with research institutions have been envisaged.

" oIhere are few studies on the social and cultural imphieations ol MPAs, particularly in developing
countries, This social malysis is bosed on the [ollowing outstanding works: Antonio Carlos Dicpues,
Marine Pids and Artisanal Fisheries in Brazil, Chennai, India: International Collegtive in Support of
Fishworkers, 2008; Cordell, John, A Sea of Dreams: Veluwing Culture o Marvme Conservation. Berkeley:
The Ethnographic Insutute, 2007: Cordell, J, “Diymatiies and chiallenges ol MPA Development dand
constal protection® (in Taking Marine Managenent to Scale: Conneeting Soeletivs, Coastal Lundscapes
and the Sea, Washington: World Bunk, 2006, ‘T'he World Bank); *Brazil: Dynimies and Challenges of
Marine Protected Area Development and Constal Protection™ (in Sealing Up Marine Management: The
Role of Marine PAs. Report No. 36635. Washington DC: Environment Department and Sustuinuble
Development Network, 2006).
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Annex 5: Implementation Support Plan

L The Project Implementation Support Plan (ISP?) describes how the World Bank,
public entities and other development partners will address the risk mitigalion measures
(identified in the ORAF) and provide the technical advice necessary to [acilitate
achieving the PDO (linked to results/outcomes identified in the result framework). The
ISP below also identifies the minimum requirements to meel the Bank's fiduciary
obligations.

2 The Ministry of Environment (MMA) in Brazil has reasonable capacity, and
performed well in previous GEF-financed projects. State Governments have varying
capacities and will need o be engaged and supported. FUNBIO and the Chico Mendes
Institute for Biological Diversity (ICMBio) are relatively new institutions and can
benefit from technical assistance. The World Bank and MME/Petrobras will provide
guidance in accordance with cach institution’s comparative advantage.

I.  Implementation Strategy - Potential Risks

3. As described in the ORAF, there are moderate risks to some stakeholders,
especially because the social safeguards of Indigenous Peoples (OP/BP 4.10) and
Involuntary Rescttlement (OP/BP 4.12) have been triggered. Although the public
perceplion of the Project is likely to be positive, people’s livelihoods could be disrupted
by the crealion of new PAs so perceptions of the Project could change. Belween
February 15 and March 15, 2013, face-to-face consullations on safeguard documents
were held at the Protected Area (UC) where Indigenous peoples are present (as
described in the Project’s 1PP). Furthermore, to miligale any potential risk of social
conflict during project implementation FUNBIO issucd a call for public consultation on
its website, inviting members of civil society to download and comment on the socio-
environmental safeguards document, The public was invited to make comments or
suggestions through an on-line form and interested people could identily themselves or
remain anonymous Lo reduce sell-censuring by participants,

4. The relationship between the World Bank and MME/Petrobras, the other donor,
is expected to be strengthened during implementation, and the risk to partner relations is
moderate, This is the [irst project in which the World Bank is partnering with
MME/Petrobras.

5 There are some risks related to the implementation agencies. There are many
organizations at dilferent levels involved in implementation, and the coordination of
these will be a challenge, Additionally, some of the institutions involved are relatively
new, and are stll establishing their relationships with relevant partners, This 1s
particularly the case for MME/Petrobras, which although having a long-standing
participation in national conservation dialogue, has not partnered with MMA in a
project of this nature previously,

6. Selecting areas to be designated as PAs will be technically challenging and may
be controversial. Selecting PAs to both achieve the maximum possible conservation
benelits and (o establish flagship projects for MPCA system will be challenging, 1 done
well, this process will take time. While there are not expecled o be significant
safeguard risks associated with the Project, these risks will nevertheless need to be
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managed carefully, particularly those associated with implementing the Indigenous
Pcoples Plan and Process Framework,

IL  Administrative and Fiduciary Flexibility

1 Disbursement categories are aligned with components, allowing [lexibility in the
use of funds to reach specific targets, The annual operating plans (POAs) and annual
Procurement Plans will allow the GOB, Petrobras and World Bank to plan the use of
[unds based on actual opportunities and needs,

8. The initial disbursement size and reimbursement amounts have been determined
based on the Project scope and expected disbursement profile. For procurement,
appropriate streamlining and thresholds for prior and post review have been established,
An audit of annual project financial statements will be conducted by an independent

auditing [irm and in accordance with terms of reference acceptable to the World Bunk,

9, Tubles | and 2 provide the main activilies lo be carried out and respective
skills/resources required [or Lhe project implementation,

Table 1: Implementation Support Plan.

Time

Focus

Skills Needed

Resource
Estimaie

Partner Role

First twelve
months

Establishing
[iduciary
syslems in
FUNBIO;,

Communications
strategy
development

und
implementation

Environmental-
Social
Management
Framework m
place

Establishment of’
Committees/Uni
15 and

Project Couneil
(and ad hoc
working groups
as needed)

Procurcment and
FM Expertise

Communications
specialists

Social/
indigenous
peoples
speeialist:
environmental
impacl
evaluation
experts

Orpanization of
regular high
level mectings

Included in
project annual
operating plan
($60,000),

30,000 (in
uannual
operating plan)

$30.000

No cost o
Project

FUNBIO 10
provide stalT,
space and
equipment,

MMA/ UCP to
identify, host

MMA/ICMBio
staff to monitor
Indigenous
Peoples

Plan, overall
ESMF

MMA

leadership

A
~J




Sign Technical Legal expertise | No cost to MMA
Cooperation and political Project leadership
agrecements support lo

enpage relevant

agencies and

partners

12-48 months | Project’s Procurement and FUNBIO

investments and | FM expertise, leadership
bidding process
adequately
operating

Carry out Environment MMA/ ICMBio
prioritization and social leadership
and specialists,
identification
stuches lor PA
creation,
Environmental- | Social, MMA/ ICMBio
Social indigenous leadership
Management peoples’
Framework in specialist;
place. environmental
Establish impact
priority mitigation
investments lor | experts.
existing PA
consolidation,
Capucity Technical MMA/ICMBio
building expertise in leadership
plans selected scetors,
implementation
MMA/ICMBio
Frequent I:lpl.'lﬂlc M&E leadership
‘P::‘ Lg‘t -I:\“:l'::;: specialists.
Project Impacl Impact
Completion evaluation and cvaluation
sustainability experts
planning.

Table 2: Skills Mix Required

technical stalh)

Skills Needed Number of Number of | Comments
StaffWeeks Trips

Saleguards (social, indigenous Bank supervision will | Two trips

peoples, and environment; other require 6 SWs per FY | per fiscal

salepuards per project documents) (mainly senior year
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Institutional Capacity streng(hening
(FM., procurement, disbursement,)

Technical Expertise Enhancement
(MPA, M&E, Knowledge sharing,
technical support)

14 SWs per FY (Mix
of junior and senior
technical stall)

5 SWs per FY (Mix of
Junior and scnior
technical stafl)

One trip per
fiscal year

Twao Lrips
per fiseal
year




Annex 6: Economic and Financial Analysis

I. Introduction

1. The Project’s Global Environmental Objective (GEO) is the same as the
Project's Development Objective (PDO), namely, (a) to support the expansion of
globally significant, representative and effective Marine and Coastal Protecled Area
system in Brazil, and (b) to identily mechanisms for its [inancial sustainability.

2; By so doing, the Project will contribute to the conservation of trans-boundary
ocean life. including migrating specics, through the protection of important areas where
these species feed, rest and/or breed along the Brazilian Coast, Additionally, protected
ecosystems will maintain their capacity to produce food, maintain good waler quality,
and increase their capacity to recover [rom disturbances, bringing [ar-reaching social
and cconomic benefits,

3, Among other criteria [or site sclection, the potential to ofTset climate change and
penerate revenucs through the carbon market (Blue Carbon), establishment of
community or individual access privileges (such as [ish quotas) within MCPA and
surrounding areas, or payment [or ecosysiem services mechanisms could also be
considered.

4, The Project will directly beneflit local populations living inside and around
MCPAs, which depend upon the associated resources, including local [ishers, fishing
communities - including some indigenous communities - and the tourism industry.
Other stakeholders likely to benefit more indirectly [rom the Project are: communitics
living within and around the PAs, people involved with the fishing industry (artisanal
and commercial), and the tourism sector, It is estimated that [ishery aclivities account
[or 800,000 jobs in Brazil, invelving about 4 million people directly and indirectly.

5 This Project will be funded by a US$18.2 million GEF Grant and US$99.65
million in parallel co-financing (cash and in kind)"”, The parinership among the GEF,
the Government of Brazil, MME/Pelrobras and potentially other private sector players is
an innovative and exciting approach to coastal zone management and mainstreaming of
biodiversity in Brazil,

[1. The Impact of MCPAs on Fishery and Tourism Scetors

6. In Brazil, 43 million inhabitants live in the coastal zone, concentrating 18% of
the national population, and 16 of the country's 28 metropolitan regions (MMA, 2008),
Coastal economic activities account [or roughly 70% of the Brazilian GDP (MMA,
2007). Coastal zones can be considered one of the most environmentally threatened
regions in the country, Coastal zones are the main geographic area [or economic growith
for many industries, including the tourism industry and the oil and gas industry, which
engages in significant ofl-shore drilling. As well, the waters off the Brazilian coast

19, ] ; b G b _ ; ; ¥
e US dollar amount for the counterpart Lunding ave indicative. The project will be implemented in

DBrazilion Rears
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have traditionally been rich with fisheries. The creation of PAs is considered an
important measure Lo protect maintain productivity, especially of fish stocks.

111.  Incremental Benelits of MCPAs

7. The creation and consolidation of MCPAs provide tangible goals and outputs
that  will help to conserve globally significant biodiversity and mitigate climate
change within marine coastal zones. Also, the improvement of mechanisms to ensure
the long-term suslainability of MCPAs will provide the Brazilian government with the
opportunily and means to actively involve multiple partners in common conservation
goals. Other key gains enabled by the GEF support would include:

¢ Partnerships to leverage GEF financing to further ensure the generation of
rlobal benelits, including the private sector;

s Enhancement ol the decentralization process Lhrough participation in MCPA
management by the state and municipal governments, with a view for long-
term MCPA accountability at the local level:

e Coordination mechanisms to mainstream lessons and aclions (Project
Coordination Unit); and financial resources from the government of Brazil
and from multilateral, bilateral, and private donors, to support PAs in Marine
Coastal Zone. These mechanisms enable the progressive decrease of GEF
support;

e An integrated approach for PA management that responds (o social,
economic. and polilical realities and a regional long-term vision of the
system o MCPA!

e Definition of long-term management needs, management plans, and
agreements to share MCPA management responsibility with private sector
organizations; and

e Pilol projects based on the suslainable use of biodiversity to provide
economic incenlives [or conservation.

While dilficult to value, these ineremental benelits are the key to ensuring the
sustainability of conservation efforts and tangible benefits over the long term.

1Vv. Incremental Benefits of the GEF Alternative

8. GEF linancing is necessary to support the GOB in protecting globally significant
biodiversily through the protection ol key sites in the coastal and marine ccosystem,
Given the complexity involved in the management of marine ecosystems, without
GEF's support Brazil would likely continue to prioritize and focus on the management
ol terrestrinl PAs, nol making a concerted ¢fTort (o invest resources in conservation
actions for PAs in the Brazilian Coastal and Marine Region. Conservation of globally
important and highly endangered marine species would continue to be a sccond-order
priority. GEF [inancing, along with the sizeable parallel co-[inancing secured for the
Project, will provide the condilions to develop the necessary institutional capabilitics,
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set up the legal and policy frameworks for the sustainable management of the country’s
marine ecosystems, and develop mechanisms for the participatory management.

9, Regarding long-term social and financial sustainabilily, the already existing
financial instruments, such as tourism entrance fees and environmental compensation,
might develop in a few MCPAs, but additional income generating activities (based on
international experiences) would likely not take place without the Project. Without the
Project, the budget forecaslt Lo be allocated [or MCPAs conservation by the GOB (the
baseline scenario) is about US$8.0 million over (he lile of Project. The $18.2m GEF
investment would leverage an additional US$90 million from other partners over the
same period.

10, The GEF incremental support would assist the GOB in elfectively expanding the
representation of MPAs, identifying sustainable financing options [or these areas, and
involving new actors al the national and sub-national levels, While this might happen
over the next 10 years in Brazil without the Project, GEF [inancing would accelerate the
implementation of urgently needed actions lo save al-risk coastal and marine resources.

11, The support [rom the GEF will also catalyze an important contribution from
MME/Petrobras, both in cash and in kind. The in kind contribution will be very
significant, as such an investment i biodiversity information gathering for PAs
management 15 seldom made,

12,  The following matrix summarizes the incremental costs and benefits, detailing
the incremental costs for achieving global environmental benefits. The Bascline
Scenario would generate limited short-lerm gains in marine and coastal biodiversity
conservation, while the GEF Alternative would constitute a concerted efTorl o
mainsiream conservation actions and resources for MCPAs, [ocusing on long-lerm
social and financial sustainability.

Cuost

. USS Million Domestic Benefit Global Benefit
Category

Compoenent 1: Creation and Consolidation of Marine and Constal PAs

Consultation and planning are likely (o be | Global benelit m the long
limited by searee resources restraining the | term, yet the ereation ol the
Haseline LISE5.6 million creation/implementation of MCPAS, IP'As is not cuaranteed,

| 75,000 km' of Marine Area brought
under biodiversity protection (equivalent
10 5% ol Brozil's marine lerritory),
With GEFF
Alternative

Protection ol globally

LIS562.93 million asl 9 an’ of marine and coasts el s,
) At least 9,300 km™ of marine and coastal significant biodiversity.

aren brought under enhanced biodiversity
protection,
Protected Areo Management Plans prepared
ot updated

USH 57.29

Ineremental

million

Component 2: Identifieation and [

Design of financial mechanisms to support Marine and Coastal PAs

system
Lunited resources [or PA crention o The consolidation of
consolwdation, MCIAs would be achieved
Baseline LIS51.09 million at a slow rate and over

Limnited and uneertain resources for PA
mutnlenunee and mvestments,

considerably long period of
L,
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Reduced impuet of I'As on
the Marine and Coastal
Z.one congervation.

With GLEI
Allernutive

US$3.59 million

Improve the finameial sustainability ol the
MCPAs ereated und consolidited through:
(1) identification, design, and preparation
of ut lenst two linaneinl mechanisms able
1o contribute to the long-term sustuinability
ol MCPAS: (i) ut lenst 4 technical studies
completed; (i) 100% of the MCPA
clnssification system defined ind costed,

Estublishment ol u salid
Toundation for the ellective
finaneinl sustainability and
mumageiment ol PAs,

Ineremental

US5%2.50 million

Component 3: Monitoring and Ev

aluation (GEF: US$2.50 million, co-financi

ny: USHE3V.00 million)™

Buseline

11551.68 million

Limited resourees lor PA moniloring,

MCPA consolidation and
sustainability indientors are
not tracked in u satisthetory
manner.

With GEF

118543, 18 mullion

Improved Maorine Biodiversity Monitoring
System developed and under
implementution in projeet siles,

Strenmlined proleetion of
globally important

Altemative Managerial Elfectiveness Monitoring biodiversily

Systems adopled and implemented in all

project sites
Ineremental | USE41.50 million
Component 4: Project Coordination and Management (GEF: US50.91 million, co-Tinunciny: US$7.24
million):

; R, : Reduced impael of

Rascline LI857.24 million Laek o coordirtubion ot poycrement, investments und initintives

private seetor el eivil society mtinlives, o

G cirried out.

Management systems (including lidueiary | Efficient exeeution of the

syslems) in place and operational, projeet
With GLiE producing satisfactory annual i

Alternative

USSE. 15 million

qunrterly reports,

Communication strategy prepared and
implemented.

Enhianced knowledpe
sharing among loeal,
national i international

partiers,

Ineremental

US50.91 mullion

Total Buseline,

s USS9.66 million

Total GEF Alternative: USS117.86 million

Total Incremeniul Costs: USS108.20 million, af which USS18.20 million is being requested from the GEF

21 1S dollar amount for the counterpart funding are indicutive. The project will be implemented in
Brazilian Keais
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- approaches and tools are widely promoted by the CBD to address a multitude of threats
to biodiversily conservation and sustainable use. These tools mclude MRPA and the
cstablishment of no take zones. At the 9th Conference of the Parties (COP) of the CBD
in 2008 in Bonn, Germany, the Parties lo the Convention adopled a set of seven
scientific criteria (Table 2) to identify ccologically or biologically significant arcas
(EBSAs) in the global marine realm (see CBD COP 9 Decision IX/20). Compiled at a
CBD Expert Workshop, which took place in the Azores in 2007, the criteria identify
specific ocean arcas thal require enhanced protection, thus helping to achieve a variety
of conservation and management objectives. These crileria — listed on Table 02 — where
further developed and discussed in a serics of regional workshops, ultimately resulting
in the recognition of seven EBSAs sites for South America. The in formation provided
by the EBSAs efforl was used to select project sites for the Project.

Table 2: Scientific criteria to identify ecologically or biologically significant and/or

vulnerable marine areas in need of protection.

Criterin

Definition

Ration:ale

Uniqueness or rarity

Aren contains either (1) unique (“the only
one of its kind™), rare (oceurs only in lew
loeations) or endemic species, populations
of communities, and/or (if) umque, rare or
distinet, hubitats or ccosyslems; and/or
(i) unique or unusual geomorphologieal
or oeeimographic leatures

Irreplucenble

Loss would mean the probable
permanent disuppearanee ol
diversily or a feature, or reduction
of the diversity at any level

Special importanee
Lor lile=history
stupes of species

Arens that are required lor a population o
survive and thrive

Various biolic and ahiotic
conditions coupled with specics-
speeilie physiological constraints
and preferences tend lo make
soime parts ol marine regions more
sujtable o partieular life-stapes
and [unetions than other parts.

Importunce for
threutened,
endimpered or
dechining specics
and/or Labitats

Aren containing habitat for the survival
and recovery of endangered, threatened,
declining speeies or aren with signilicant
nssemblages ol such species

T'o ensure the restoration und
recovery ol such species and
habilats

Vulnerability,
fragilily, sensitivily,
or slow recovery

Areas that contain u relatively hugh
praportion of sensitive habitats, biolopes
or species that are functionally fragile
(highly susceptible to degradation or
depletion by human activity or by natural
events) or with slow recovery

The eriterin indienle the depree of
risk that will be incurred il humian
activities or nutural events i the
ared or component eannot be
managed ellectively, orare
pursued ot an unsustainable rile,

BRiological
produetivity

Area conlaining species, populations or
communities with comparatively higher
niturn] biologicul productivity

Important role in fuellg
ceosyslems and increasing e
arowlh rates of organisms und
their capueity lor reproduction,

Biologienl diversity

Aren conluins comparntively higher
diversity of ceasystems, habitats,
gommutnilics, or species, or hos higher
genetic diversily

Important for evolution und
maintaining the resilience ol
murine species and ceosysiems,

Nuturnlness

Area wilh o compuratively higher depree
ol nutralness as a result of the lack ol or
low level of hnman-indueed disturbanee or
depradalion

To prL)iéu[ areds with near nutural
structure, processes and funetions
T'o maintain these arens as
relerence siles
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Criterin Definition Rationale

« To suleguard nnd enhance
ceosyslem resilience

1I.  PAs to be supported under the Project.

0. The Project seeks to generate long-lasting benefits to the global, national and
local environment through the expansion of marine and coastal areas under effective
protection, This will be achieved through the creation of new MRPA, and strengthening
the implementation of sclected existing PAs. The Project is expecled o be the first
phase of a long-term initiative to strengthen the conservation and sustainable use of the
counlry’s marine and coastal biodiversily and natural resources. Given the [financial
resources available and the magnitude of the marine and coastal challenge, a transparent
scientific and consullative process was adopted to select the areas o be supported under
the project during this initial phase. The identification and selection process (described
below) resulted in the establishment of a list of polential new PAs as well as existing
PAs eligible for support under the project. During project implementation these areas
will underpo further assessment and analysis to establish the specific project siles and
actions to be financed by the project.

111. Selection of territories for the ¢reation of new MRPA

7 To ensure the representation of Brazilian ecosystems within the SNUC, maintain
biodiversity and its ecosystem services, promote direct and indirect use of natural
resources within PAs and insert the SNUC on the political socioeconomic development
agenda sought by Brazil, the Chico Mendes Institute for Biodiversity Conservation
(Instituto Chico Mendes de Conservagdo da Blodiversidade - TCMBio) has prepared a
National Strategy for Conservation and Sustainable Use ol Brazilian Biodiversity:
Expansion and Consolidation of the National System of Conservation Units 2012-2020
(Estratégia  Nacional para Conservagdo ¢ Uso Sustentavel da  Biodiversidade
Brasileira:  Ampliagao ¢ Consolida¢do do  Sistema  Nacional de  Unidades  de
Conservagdo da Nareza 2012-2020), The Strategy is structured in six thematic areas,
one ol which sceks to expand the SNUC and integrate it with wider landscapes and
scascapes. This involves working towards the achievement of Target 11 of the CBD's
Strategic Plan for Biodiversity 2011-2020, aimed at enhancing prolection of terrestrial
and marine ccosystems (hrough the establishment of PAs and their elfective
management,

8. To implement the expansion the SNUC and integrate il with wider landscapes
and seascapes, lerritories of importance [or each of the biomes (Amazon, Caatinga,
Cerrado, Atlantic Forest, Pantanal, Pampa and the marine area) were selected. The
sclection process was based on the map of Priority Areas [or the Conservation,
Sustainable Use and Benefit Sharing ol Brazilian Biological Diversity (MMA, 2007),
the occurrence of endemism and conservation gaps of endangered species, the presence
of remnants of native vegetation, social demands for the creation of PAs, and the
sustainable vse of resources (ICMBio 2012), A lotal of five marine territories were
identified,

g, For the purposes of the Project, a further selection process was conductled lo
identify the specific sites within these [ive marine territorics to be supported under the
project. A workshop held in April 2012 in Brasilia brought together the Working Group
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of technical specialists that attended the MRPA Workshop convened by FUNBIO in
March 2009 in Paraty, and who were responsible for the initial elaboration of the
project, as well as representatives [rom the MMA, ICMBio, and FUNBIO. During the
workshop, the participants discussed (he pertinence of the five marine territories and
identilied the following five additional criteria for the selection of MRPA 1o be created
under the Project:

= Consideration of biogeographic limits (Large Marine Ecosystems and
MEOWs)*!

e Areas listed as a Priority Area [or the Conservation, Sustainable Use
and Benefit Sharing of Brazilian Biological Diversity according lo
MMA’s Ordinance no. 09 from 23 January 2007

= Areas located within one of the 7 proposed EBSAs™:

e Political opportunity; and

e Threats.

1V.  Selection of existing PAs to be supported by the Project

10..  The inclusion of a set of existing PAs to receive support from the Project aims (o
strengthen the system ol MCPAs. by ensuring that PAs representing distinet habitats
and ccosystems of global importance (Marine Ecoregions of the World - MEQW) are
consolidated.

11. At the specialist workshop held in Brasilia on April 2012 participants delined
criteria for sclection of existing arcas as follows;
e Areas listed as a Priority Arca for the Conscrvation, Sustainable Use
and Beneflit Sharing of Brazilian Biological Diversity according Lo
MMA's Ordinance no, 09 from 23 January 2007,
= Sites of recognized international importance (Ramsar Sites, World
Heritage Sites): and
e Areas ol importance [or the maintenance of ecosyslem services,

12, In addition, lo ensure (hal project resources are most effectively and efliciently
applied, arcas for which one or more of the following criteria apply were excluded:
e PAsreceiving GEF support through other projects (e.g, UNDP's
Effcctive Conservation and Sustainable Use of Mangrove Ecosystems in

MEOW s o biogeographic classification of the world's coasts and shelves, 1 is the fist ever
comprehensive marine elassilieation system with elenrly delined boundaries and definitions and was
developed Lo closely Tk o existing repional systems. MEOW represents brond=senle patterns ol species
and communities i the ocenn, and was designed as o tool Tor planning conservation across o range of
seules und nssessing conservation efforts and gaps worldwide, For methodological details see Spalding,
MLD: Fox, TLE: Allen, G Davidson, N, Ferdana, Z.A,: Finlayson, M.: Halpern, B.S.; Jorge, MLA
Lombana, A Lourie, S.A,; Martin, K., Memanus, E.; Molnar, 1.; Reechin, CA. & Robertson, 1, (2007)
Marine Eeoregions ol the World: A Bioregionalizniion ol Coustal and Shell” Avens, BioSeienee 57(7):
573-583,

* The selection ol projeet sites was bused upon the seven proposed ERSAs submitted 1o the 16" CBD
Subsidiury Body on Scientilie, Teclmeal and Technologieal Advice held in Montrenl, 30 May-5 April,
2012,
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Brazil; IBRD's Amazon Region PAs Program — ARPA- PO5S8503,
P114810); and
e Coastal PAs that are exclusively terrestrial,

13.  Bascd on the inclusion and exclusion criteria outlined above, Table 3 presents
the shortlist of existing PAs eligible [or support under the Project,

Table 3: Existing Marine and Coastal PAs sclected lor inclusion in the Project.

Conservation Unit Jurisdiction Location Area
(ha)
); .'."-i / . 1 I . e o
? ll:l:ilm- Estadual Marinlio do Pareel de Manuel Stule R 45131
Reserva Brologien do Atol dus Rocas Iedernl 1Rio Girande do Norle 35,186
;e . oy # e s T y .
.l nrque Nacional Marinhe de Fernundo de il PGS 10,928
Noronha
'y = Py LTS I8 T v [ ( .
Ared de Proteeio Ambiental de Fernando de am Pernambuco wgd
Noronha
Aren de Proleciio Ambiental da Cosin dos Corais lederal I'ernambuco 404,280
Aren de Proteglio Ambiental da Platalorma 7 ; i
. . State Buluy 352,764
Continental do Litoral Norle £
Reserva Extrativista de Canavieirns Federal Bahiy 100,726
Purque Nacional Marinho dos Abrolhos IFedern] Bahia 87,042
Reserva Extrativista de Cassurubi Federul Baliy 100,768
Reserva Extrativista Murinhn do Corumbin lFedernl Bahia 89,597
sty ilie 1 agnf 1 T 11 TRL
Alu:_ch. roteciio Ambiental Estadual da Ponta da St Bl 345,543
Balein / Abrolhos
Parque Munieipal do Reeile de Fora Munieipul ol 1.750
Arent de Proteeiio Ambiental da Baleia Francn FFederal Sunta Culuring 154,866
Reltigio de Vidu Silvestre du Ilha dos Lobos Vedernl 1o Grande do Sul 142
Parque Nacional da Lagoa do Peixe Federul Rio Grande do Sul 36,722
Taotal 1.767.229

14, During project implementation a further exercise will be completed o priorilize
the specific sites on this short lst and identify the actions (o be supported by the Project.
Criteria for this prioritization exercise will include inrer alia:
e Flagship — areas exhibiling greater probability of success, taking into
account their respective needs;
e Areas ol global importance in terms of threatened species:
= Areas exhibiting opportunitics for long term sustainability;
o Areas exhibiting potential synergies/ impact within a “system™
(including mosaics and no take arcas); and
o Arcas in which management bodies commit qualilied stafl
(requirement),
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Annex 8: Petrobras’s Corporate Responsibility and Environmental
Commitment

k Petrobras is a state-run, publicly traded company controlled by the Brailian
government by means of the Ministry of Mines and Energy. It is the third largest cnergy
company in the world, with a presence in 30 countries on all continents, and the oil and
pas industry leader in Brazil. Its operations range from exploration and production,
refining, oil and natural gas trade and transportation, petrochemicals, oil product
distribution, clectricity, biofucls, to other sources of rencwable energy.

1. Corporate Responsibility

2. Environmental responsibility is deeply embedded in Petrobras’ mission, with a focus
on cco-efficiency. The company aims not only to produce, refine and distribute oil
within the strictest safety standards, but to reduce impact on the environment through
rational water and energy use, and minimizing (he waste and cmissions at all units.
Nearly all of the company’s units in Brazil and abroad are ISO 14001 (relative to the
environment) and BS 8800 (relative to safety and health) cerlificd. Petrobras has been
listed for eight years in the Dow Jones Sustainability Indexes (World and Emerging
Markets), and its management practices are aligned to the ten principles of the United
Nations Global Compact.

3. Since 2014, the company has a new Challenge for Social Responsibility, recently
published in the Strategic Plan 2030: "Ensurc alignment and integration of social
responsibility in decision making processes and business management".

4. The Social Responsibility Policy also has been an important reference since the
policy's creation in 2007. The policy is based on permanent dialogue, reduction of risks,
avoidance of negative social impacts, and generation of positive social results through
the company’'s relationship with the communities that neighbour its operations.

5. The Petrobras Development and Citizenship Program had invested R$¥1.6 billion
since 2007 till 2013 on projects that contribute to reducing poverty and social incquality
and encourage income generation and work opportunities through prolessional
qualilication.

6. In 2013, we launched the new Petrobras Social and Environmental Program, which
seeks to invest R$ 1.5 billion (2014 to 2018) in social, environmental and sports
projects. Bringing together the experiences of Petrobras Development & Citizenship
and Petrobras Environmental Programs, the new program is going (o act on relevant
environmental issucs. articulating initiatives distributed between seven lines of action:
inclusive and sustainable production , biodiversity and social diversity: rights of
children and adolescents: forests and climate, education, water, and sports. The
initiatives must also address gender equity, race and inclusion of people with
disabilities.

7. The Petrobras Social and Environmental Program will also allocate R$ 51 million
over two years to develop social projects around our units in more than 15 states of
Brazil, as part of the expansion of Petrobras Intcgration Communities Program (IPC).
Through action, the company reinforces its commitment (o contribute (o the
development ol the regions where we operate.
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8. Petrobras wants to actively contribute to society and the surrounding communities
where it operates. It considers an cthical, transparent relationship with society to be
essential to the company's strategy of promoting development in regions where it
operates, Before beginning an activity. the company assesses the possible operation’s
impacts on the surrounding communities and identify both mitigation and compensation
actions for the negative impacts, as well as multiplication cfforts for the positive onces to
provide social, environmental, and economic benefits to these areas. The company secks
to generate income and jobs for people living near the operations, and endeavors to
strengthen relationships with local suppliers, promoting professional qualification
initiatives and efforts to insert small and medium enterprises into the industry's
production network. Furthermore, it supports programs and projects conccived to
promote citizenship and loster the creation of Local Agenda 21s.

1I.  The Petrobras Environmental Program

9. Since its creation, in 2003, the Petrobras Environmental Program has worked in
partnership with NGOs, state and federal governments and foundations, sponsoring
hundreds of projects and reaching dozens of basins and ccosystems in six different
Brazilian biomes: The Amazon, Atlantic Forest, Caatinga, the Cerrado, Pampa and the
Pantanal. Its actions have involved 4 million people dircetly, and it has more thun 820
established partnerships. delivered over 4,300 courses to the local population, and
studied more than 5,000 native species. Between 2007 and 2013, the Petrobras
Environmental Program invested a total of R$ 782 million in environmental
conservation initiatives across all Brazilian biomes.

Integrated Strategic Planning for Marine Biodiversity Projeets

10. Petrobras has also long been a supporter of marine biodiversity conservation
projects, such as the Humpback Whale, Coastal Lagoons, and Spinncr Dolphin Projects.
Since 2007, they have been implementing the Integrated Strategic Planning approach
for marine biodiversity projects, which foresces multi-year reviews and aims to share
knowledge, optimize efforts and enhance results to promole marine conservation in
Brazil.

11. Other examples of environmental projects being implemented by Petrobras include
the Arraial Sustainable Network, which has developed a model of co-management of
the Cape Arraial Marine Extractive Reserve, in responsc to the need for novel methods
ol sclection and resilience for sustainable management of such a proleeted arca under
the National System of Conservation Units (SNUC). The results from this initiative
include, inter alia, increased biodiversity with an abundance of flora, fauna and their
habitats, thus promoting fishing as a sustainable management activity practiced by
2,000 local professional fishermen,

12. The Tamar Project is yet another example. Petrobras is the official sponsor of the
project since 1983, for which the objective is the conservation of sea turlles along the
Brazilian coast. In collaboration with IBAMA, the Brazilian Institute of Environment
and Renewable Natural Resources , the Tamar Project has 22 stations under protection
over a thousand miles of seacoast. Since its conception, the project has protected and
relcased to the sea more than 9 million juveniles, carrying oul rescarch and actions in
order to stave off the threat of extinction. The project has become a global reference for
the conservation of sea turtles. Over 1,300 people participate direetly in the project.
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including fishermen and residents of surrounding villages. Besides generating jobs for
coastal communities, the Tamar Project develops an intense program of environmental
education and social action, promoting the improvement in the quality of life of the
population,

ITI.  Integrated Environmental Management System

13. Petrobras sccks 1o minimize the impacts of its operations and products on the
environment. This concern is [eatured both in the company's Business Plan and in its
Corporate Strategy. Managing polential environmental risks inherent to the oil and gas
industry =such as the consumption of natural resources, air emissions, impacts on
biodiversity, and pollution caused by waste — requircs integrated actions in the
environmental area and involves all Petrobras system areas, units, and subsidiaries, [rom
the strategic to the operational level. The company uses an Integrated Environmental
Management System. known as SEEH (Salety, Environment, Energy Efficiency and
Health), to ascertain, prevent and mitigate impacts derived from its operations and
products. An Environment Committee, linked to the Board of Dircctors. a Business
Committee, and four Integration Commitlees, ensures sound environmental governance.
To manage risks and potential impacts, Petrobras also invests in new environmentally
sound technologies, energy sources, in increasing process efliciency, and in ecosystem
preservation and restoration, Environmental management is also integrated in the
operational safety, energy cllicicney, and health management approaches given the
synergy between all of these issues

IV,  Health, Safety, and Environment Guidelines

I4. The company’s Health, Salcly, and Environment Guidelines include, among others,
requirements for;

(0 Regional and Corporate Contingency Plans as well as a Contingency Plan for
each unit, to predict emergeney seenarios and respond promptly and efficiently
to reduce impaets. The Contingency Plans require that each unit’s contingency
plans are assessed, revised, and updated, adjustment ol contingency plans to
new identifiable  risks, and consideration ol socinl, economie, and
environmental impacts resulting from possible accidents. The plans also
comprise of Environmental Defense Centers (EDCs) that complement the
existing local Contingency Plans at the terminals, relineries and other units to
ensure maximum protection and flexibility in an emergency.

(ii) Aecidents and Incidents Analyses, which foresees that accidents and incidents
causcd by corporate activitics shall be reviewed, investigated. and documented
to prevent recurrence and minimize their effeets, including mandatory and
immediate notification of aceidents and prompt response and registration of
accidents on respective performance indicators; and

(i) Risk Assessment and Management procedures, which require that risks inherent
to company activities be identified, assessed and managed to prevent accidents
and/or minimize their effeets, including adoption of measures to systematically
identify and assess the frequency and results of undesirable  events,
implementation of mechanisms for prioritizing  identified risks, and
incorporation of risk assessment processes in all stages of projects and produets,

15. From 2000 to 2013, Petrobras invested R$ 54.3 billion (US$ 28 billion) in Safety.
LEnvironment and Health, In 2013, Petrobras™ total environmental protection costs and
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expenditures, including environmental expenditures related to production/operations,
degraded area restoration, and pollution control equipment and systems surpassed R$5.7
billion (U.S.% 2,64 billion):

V. Accident Prevention

16.Recognized as the world's larpest decp water operator, Petrobras is a reference in
excellence in this arca, which is based on modern technical and technological
knowledge, always having safety as its main goal. The company follows strict operating
procedures, complying with both domestic and international safety rules. It undertakes
risk analyses for offshore drilling projects, and the equipment that is used = both in the
Pre-Salt area and in other sites off the Brazilian coast = meet the requirements of the
industry's most advanced safety standards, incorporating the Brazilian and international
experience accumulated over the years in well drilling operations. All offshore drilling
rigs are cquipped with detection systems that ensure immediate and automatic well
closure in case of an emergency, keeping the situation from spinning out of control

17. The company’s spill prevention network counts with more than 500 trained workers
available to respond to oil spills 24 hours a day, seven days a week, and we can
mobilize additional trained workers for shoreline clean-ups on short notice from a large
group of trained environmental agents in the country. While these workers are located
in Brazil, they are also available to respond to an offshore oil spill outside of Brazil.
We also have stockpiles of the equipment needed to quickly and effectively contain
ollshore spills or leaks, including over 234 miles of containment and absorbent booms,
500 different oil skimmers, around 60,000 gallons of oil dispersants and 453 oil pumps.
Petrobras has 45 dedicated oil spill recovery vessels (OSRVs) fully equipped for oil
spill control and fire fighting, as well as 271 additional suppert and recovery boats and
barges available to fight offshore oil spills and leaks 24 hours a day, scven days a wecek.
We created 10 environmental protection centres in strategic areas in which we operate
throughout Brazil in order to ensure rapid and coordinated response to onshore or
offshore oil spills. These regional facilitics are supported by 14 local advanced bases
dedicated to oil spill prevention, control and response,

18, Since 2012, Petrobras has been a participating member of the Oil Spill Response
Limited — OSRL, an international organization that brings together over 160
corporations including oil major. national/independent oil companies: energy related
companics as well as other companies operating elsewhere in the oil supply chain.
OSRL is currently a major international spill response company, capable of fighting
Level 3 emergencies. OSRL participates in the Global Response Network, an
organization composed of several other companies dedicated to fighting oil spills. As a
member of the OSRL, Petrobras has access to all the resources available through that
network as well,

19. In 2013. we conducted 11 emergency drills of regional and national scope with the
Brazilian navy. the civil defence, fre-fighters, the military police, environmental
organizations and local governmental and community entities.
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