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PROJECT IDENTIFICATION FORM (PIF)*

PROJECT TYPE: Full-sized Project
TYPE OF TRUST FUND:GEF Trust Fund

PART I: PROJECT IDENTIFICATION

Project Title:

Protection — GEF TER

Consolidation of National System of Conservation Units (SNUC) and Enhanced Flora and Fauna

Country(ies): Brazil GEF Project ID:* 4859
GEF Agency(ies): IADB GEF Agency Project ID: BR-G1004
Other Executing Partner(s): Ministry of Environment (MMA), Submission Date: 03-06-2012
Instituto Chico Mendes de Conservacédo Re-submission Date: 04-09-2012
da Biodiversidade (ICMBio), Jardim
Botanico do Rio de Janeiro (JBRJ)
GEF Focal Area (s): Multi-focal Areas Project Duration (Months) 48
Name of parent program (if Agency Fee ($): 3,262,180
applicable):
> For SFM/REDD+ [ ]
A. FOCAL AREA STRATEGY FRAMEWORK?®:
Focal Area Trust Indicative Ind_icativ_e
Obiecti Expected FA Outcomes Expected FA Outputs Fund Grant Amount | Co-financing
jectives ) )
(select) BD-1 1.1. Improved management | Output 1. New protected areas GEFTF 13,000,000 57,500,000
effectiveness of existing (24) and coverage (1,000,000
and new protected areas. ha) of unprotected ecosystems.
(select) BD-1 1.2. Increased revenue for Output 2. Sustainable financing | GEFTF 3,500,000 7,500,000
protected area systems to plans (24).
meet total expenditure
required for management.
(select) BD-2 2.1. Increase in sustainably | Output 2. National and sub- GEFTF 7,150,000 31,000,000
managed landscapes and national land-use plans that
seascapes that integrate incorporate biodiversity and
biodiversity conservation. ecosystem services valuation.
CCM-5 (select) | 5. Restoration and Forest and non-forest lands GEFTF 4,293,000 5,500,000
enhancement of carbon under good management
stocks in forests and non- practices (22,500ha)
forest lands, including
peatland.
(select) 1.2. Good management Forest area (2,500 ha) under GEFTF 3,178,820 22,000,000
SFM/REDD 1 practices applied in existing | sustainable management,
forests. differentiated by forest type.
Sub-Total 31,121,820 123,500,000
Project Management Cost* | GEFTF 1,500,000 4,700,000
Total Project Cost 32,621,820 128,200,000

It is very important to consult the PIF preparation guidelines when completing this template.
Project 1D number will be assigned by GEFSEC.
Refer to the reference attached on the Focal Area Results Framework when filling up the table in item A.
GEF will finance management cost that is solely linked to GEF financing of the project. PMC should be charged proportionately
to focal areas based on focal area project grant amount.
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B. PROJECT FRAMEWORK

Project Objective: Improve the effective conservation of globally significant ecosystems and endangered flora and fauna species, as
well as restore degraded landscapes and enhance carbon stocks in priority areas of the Caatinga, Pampa and Pantanal biomes,
through expanding and consolidating the National System of Protected Areas (SNUC) and promoting sustainable management of
adjacent forest and non-forest lands.

Project Grant Trust Indicative Int;iicati\_/e
Type Expected Outcomes Expected Outputs Fund Grant Cofinancing
Component
Amount ($) $)
Component 1; Inv Improved representa- At least 24 new protected GEFTF 3,000,000 6,000,000
Creation of new tiveness of major areas declared covering
Protected Areas biomes in SNUC, by approx. 1,000,000 hectares (all BD)
(PAS) expanding PAs for
Caatinga, Pantanal and | Financing plans prepared
Pampa for 10 of the new PAs
Component 2: Inv Selected PAs Management plans or GEFTF 13,500,000 53,000,000
Management of consolidated, having specific management
existing PAs and achieved pre-defined programs (e.g. fire (BD:
Adjacent Areas levels of management management, biodiversity 11,207,000
capacity, equipment monitoring), including CC:
Subcomponent 2.1: and infrastructure sustainable financing plans, 2,293,000)
Effective provisions prepared for 14 priority PAs
conservation
management Improved capacity for 14 priority PAs equipped
fire management and (especially for fire
Subcomponent 2.2: effective conservation management and
Fire management management by PA biodiversity monitoring)
managers and local and provided with basic
communities infrastructure
Good fire management
practices implemented in
PAs and in 20,000ha of
adjacent areas.
Business plans focusing on
ecosystem services
provisions provided by PAs
under implementation in 4
selected communities
adjacent to PAs.
Component 3: Inv Increased natural Assessment to determine GEFTF 7,470,000 33,000,000
Restoration of habitat and reduced most strategic and effective
deteriorated habitat fragmentation in | sites for restoration (BD:
landscapes in target biomes completed 2,291,000
priority areas (Caatinga, Pampa and CC:
Pantanal) by means of Land use plans for 2,000,000
strategic restoration and | identified priority sites SFM:
sustainable land prepared (number TBD) 3,178,820)

management

Recovery/ restoration
of carbon stock and
ecosystem services in
intervention areas

At least 5,000 ha of
deteriorated landscapes
within the identified priority
sites are reforested and
managed under sustainable
practices




Component 4; Inv Increased capacity to Assessment of PA GEFTF 6,000,000 25,000,000
Monitoring of flora manage flora and fauna | effectiveness in meeting
and fauna extinction extinction risks conservation goals (incl. (all BD)
risks status of threatened flora
Improved management | and fauna) completed
of priority endangered
species through Categorization of flora and
improved monitoring fauna extinction risks and
identification of key threats
to conservation developed
for 11 priority species
Design and management
guidelines developed for
PAs to meet specific needs
of priority species
11 Action Plans for priority
endangered species in
implementation
Component 5: TA Functional integration Effective collaboration GEFTF 1,151,820 6,500,000
Integration and with complementary mechanisms with
community relations initiatives in Caatinga, complementary initiatives (all BD)
Pampa and Pantanal established
biomes and strongly
supporting community | Communication program to
relations achieve strong community
support for conservation
objectives in areas with new
PAs in implementation
Sub-Total 31,121,820 | 123,500,000
Project Management Cost® | GEFTF 1,500,000 4,700,000
Total Project Costs 32,621,820 128,200,000
B. INDICATIVE CO-FINANCING FOR THE PROJECT BY SOURCE AND BY NAME IF AVAILABLE, ($)

Sources of Cofinancing Name of Cofinancier Type of Cofinancing | Amount ($)
National Government MMA,; ICMBio; JBRJ In-kind 15,000,000
National Government MMA,; ICMBio; JBRJ Grant 33,000,000
Private Sector [see Section B.5 for details] Grant 45,200,000
Bilateral Aid Agency (ies) KfW [LifeWeb initiative] Grant 20,000,000
GEF Agency IADB [BR-L1347 - SISNAMA Project] Hard Loan 15,000,000
Total Cofinancing 128,200,000

C. GEF/LDCF/SCCF/NPIF RESOURCES REQUESTED BY AGENCY, FOCAL AREA AND COUNTRY!
Grant

GEF Type of Country Agency Fee Total

Agency | Trust Fund Focal Area Name/Global Anzg)u nt (b)? c=a+b
IADB GEFTF Biodiversity Brazil 24,790,000 2,479,000 27,269,000
IADB GEFTF SFM/REDD-plus Brazil 3,331,820 333,180 3,665,000
IADB GEFTF Climate Change Brazil 4,500,000 450,000 4,950,000
Total Grant Resources 32,621,820 3,262,180 35,884,000

T Gase of a single focal area, single country, single GEF Agency project, and single trust fund project, no need to provide

information for this table

? Please indicate fees related to this project.

5 same as footnote #3 — Proportional allocation of PMC: Biodiversity U$1,140,000; Climate Change U$207,000 and SFM U$153,000. 3
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PART II: PROJECT JUSTIFICATION
A. DESCRIPTION OF THE CONSISTENCY OF THE PROJECT WITH:

A.1.1 the GEF focal area/LLDCF/SCCEF strategies /NPIF Initiative:

The GEF TER project supports GEF's Global Operational Strategy by contributing to the
long-term protection of Brazil's worldwide important ecosystems. It takes actions required
for expanding and strengthening the country’s protected area system whilst enhancing
knowledge and effective protection of endangered wildlife. In coherence and coordination
with other initiatives (GEF Cerrado, GEF MAR, ARPA, bilateral cooperations and the
LifeWeb initiative), the current proposal aims at consolidating the National System of
Protected Areas (SNUC, according to its abbreviation in Portuguese) and the improved
protection of endangered species.

The project is in line with the GEF Focal Area Strategies on biodiversity, climate change
mitigation and land degradation by virtue of the fact that it aims to: (a) improve management
effectiveness of existing and new protected areas and greater coverage of unprotected
ecosystems and threatened species (BD-1); (b) restore and enhance carbon stocks in forests
and non-forest lands (CCM-5); and (c) develop and apply good management practices in
existing forests (SFM/REDD-1) and (d) productive areas (BD-2). Furthermore, the project is
fully consistent with the principles of the Convention on Biological Diversity (CBD). It
considers the country’s achievement of conservation targets as informed by the Fourth
National Report to the Convention on Biological Diversity and cited by the Global
Biodiversity Outlook n° 3. In addition, selected activities will build national and regional
capacities and enabling conditions, especially to benefit threatened species (CD 2 up to CD
5). The project addresses several Aichi Biodiversity Targets such as numbers 5, 11, 12, 14
and 15, outlined at the X Conference of Parties (COP). These targets consider, above all, the
increase and effective management of protected areas, the improvement of the conservation
status of threatened species and the restoration of degraded landscapes, especially around
protected areas to increase sustainably managed landscapes.

A.2. national strategies and plans or reports and assessments under relevant conventions, if
applicable, i.e. NAPAS, NAPs, NBSAPs, national communications, TNAs, NIPs, PRSPs,
NPFE, etc.:

Brazil signed the Convention on Biological Diversity (CBD) in 1992 and Congress ratified it
in 1994. The RAMSAR Convention on Wetlands was ratified in May 1996. Since the early
1990’s, the Brazilian Federal Government has taken further decisive measures to develop
strategies, policies, plans and programs aimed at conservation and sustainable use of
biodiversity. These include enhancement of the legal framework, institutional capacity
building on several administrative levels, and establishment of national policies, programs and
major projects. Of special importance and relevance are guidelines for the implementation of
the National Biodiversity Policy (Decree n® 4.339, 22 August 2002), establishment of goals
and guidelines for the National Biological Diversity Program (Decree n° 4703, 21 May 2003;
PRONABIO), Project for Conservation and Sustainable Use of Brazilian Biodiversity
(PROBIO), and establishment of the National Commission on Biodiversity (CONABIO) and
national biodiversity targets (CONABIO Resolution n® 3, 21 December 2006). Currently,
several administrative actions focused on biodiversity conservation are in process, including
sector dialogs and public consultations to define the country’s biodiversity targets for 2020.

The National Strategic Plan for Protected Areas — PNAP (Decree n® 5758 of January 2006),
establishes conservation priorities and considers the commitments made by the country upon
signing the CBD. Based on a nationwide overview, the PNAP recognized the need to further
complement the coverage of Protected Areas (PAs) and enhance their effectiveness. Although
the PNAP did not include national targets, CONABIO formally agreed to conserve in
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protected areas 30% of the Amazon Biome and 10% each of all other biomes as well as of
coastal and marine zones.

In its conservation efforts, Brazil made significant advances through the National System of
Conservation Units (SNUC; Law n° 9.985 of 2000 and Decree n° 4.340/2002) setting up
criteria for creation, implementation and management of PAs, defining management
categories and objectives of protected areas and providing, for the first time, a framework for
coordination between Federal, State, Municipal and private sector on this matter. The present
proposal seeks to strengthen the SNUC and reach effective conservation for terrestrial
ecosystems, with particular focus on the Caatinga, Pampa and Pantanal.

With respect to Sustainable Forest Management and Climate Change, the project is likewise
consistent with the existing legal framework, developed in response to commitments under the
CBD, RAMSAR, and UNCCC conventions. Of particular relevance in this context are: i) the
National Forest Program (PNF; Decree n° 3.420, from April 2000), which establishes criteria
and promotes the sustainable use of forests and reforestation; ii) the National Action Program
to Fight Desertification (PNCD; 2004), which relates to land degradation in dry lands and the
consequent loss of biodiversity and provision of basic ecosystem services; and iii) the
National Plan towards Climate Change (PNMC, Decree 6263, from September 2008), which
announces voluntary targets and priority actions relevant to conservation and restoration
activities of biomes and ecosystems.

The project is consistent with Brazil’s Second National Communication to the UNFCCC (30
November 2010), particularly Part I11: Description of Steps Taken or Envisaged to Implement
the United Nations Framework Convention on Climate Change in Brazil, Chapter 3. The
Communication discusses the importance of the SNUC and the under-representation of the
Caatinga, Pampa (Southern Fields) and Pantanal biomes (3.11), as well as national efforts to
prevent and combat forest fires (3.12.2).

The proposed project meets the Brazilian eligibility criteria for GEF funding set by the
National Commission on Biodiversity (CONABIO) - National Biodiversity Policy Decree No.
4.339, of 22nd August 2002, and outlined by the “Brazilian Strategy for the GEF” document.

B. PROJECT OVERVIEW:

B.1. Describe the baseline project and the problem that it seeks to address:

Brazil has the 4th largest Protected Area System in the world, with a current, but still
increasing, area of more than 1.5 million km?. In the past, the rate of expansion of the system
through declaration of new protected areas has fluctuated between periods of stagnation and
times of vast additions of new hectares. According to the Global Biodiversity Outlook (2010),
in the period of 2003 to 2008, 75% of all protected areas established globally were in Brazil.
Currently, the National System of Protected Areas (SNUC) is composed of 310 Federal, 506
State and 81 Municipal PAs, not accounting for the 973 privately owned protected areas that
are certified by any of the three levels of government. The country has voluntarily established
protected area coverage goals with the CDB: 30% for the Amazon region and 10% for each of
the other biomes. The country has partially reached these coverage goals: 3% for Pampa, 7%
for Caatinga, 8% for Cerrado, 9% for the Atlantic Rainforest, over 25% for the Amazon, and
2% for marine and coastal areas. However, additional effort is required in order to reach the
newly established Aichi targets — COP Nagoya (targets n° 1, 11 e 20).

While the size of the SNUC is considerable, making these PAs decisive and effective
instruments to protect the (globally and nationally important) biodiversity in Brazil is still an
5
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enormous challenge. Most of the PAs outside the Amazon region are comprised of sustainable
use areas that focus on regulating the use of natural resources. Conservation management
effectiveness within strictly protected areas is variable. And while sustainable use areas offer a
unique opportunity to integrate the productive use of natural resources with the biodiversity
agenda, effectively managing these areas demands stability (economic, political and
institutional), adequate staffing and funding, and a strong knowledge basis for management.

A comparative evaluation of the management effectiveness of protected areas in each biome,
implemented by ICMBio/WWF in 2005-06 and 2010 (Protected Areas Management
Effectiveness Information Module - RAPPAM), found a medium 48% effectiveness overall,
and showed low scores for specific aspects of management, such as shortage of human and
financial resources and a general lack of thorough communication and information sharing.
This re-enforces the perception that effective conservation has to go beyond the creation of
PAs, and focus on evaluating their conservation effectiveness in terms of how much of the
Brazilian biodiversity is actually protected, and of the PAs’ integration with other conservation
strategies. Such an evaluation should link management to levels of protection and sustainability
of conservation targets, as well as correlate the status of the targeted systems and populations
with pressure factors, like landscape management and climate change projections.

B Amazdnia % of Total Land Area by Biome
Bioma Amazonia 49.29%
- m : Bioma Cerrado 23.92%
= Bioma Mata Atlantica 13.04%
: Bioma Caatinga 9.92%
Yok Aiece Bioma Pampa 2.07%
Pampa Bioma Pantanal 1.76%

Figure 1. The biomes of Brazil

The three biomes that are the focus of this GEF project, namely Caatinga, Pampa and Pantanal
(see Figure 1), are especially in need of attention and resources to leverage existing initiatives
and harness effective conservation efforts. Protection of all three biomes is critical, as they
contain valuable biodiversity that is under imminent threat from human and climate pressures.
The Caatinga, a dryland system that dominates the Northeast of Brazil, is the only exclusively
Brazilian biome and home to a host of endemic speciese, the Pampa, or southern lowlands,
harbors unique and endangered open plains habitats, and the Pantanal is one of the world’s
largest freshwater wetland ecosystems, reason for which it has been recognized as a RAMSAR
and a UNESCO World Heritage Site. In contrast to these biomes, the Amazon Region has

6 According to the Almanaque Brasil Socioambiental 2008, 318 out of 932 plant species, 137 out of 240 fish species, at least 57
out of 154 reptiles and amphibians, and 3 out of 80 mammal species are endemic to the Caatinga.
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received considerable attention over the years, including the GEF-supported ARPA project.
The Atlantic Rain Forest has likewise seen a continuous effort to create and manage protected
areas, among others with funding from the German and the US governments. And the Cerrado
Biome is the subject of a current GEF project, with established targets for expanding protected
areas and a special focus on creating strict protection units, as well as, more recently, a bilateral
cooperation with the German government. Finally, the marine and coastal zones will be
targeted by the GEF MAR initiative, also contributing to the creation of protected areas. Yet, to
date, the Caatinga, Pampa and Pantanal, despite their ecological importance and significant
exposure to human activities that are contrary to their natural vocation, have received
comparatively scarce attention; a short-coming that the proposed GEF project aims to redress.

In addition to the conservation effectiveness of protected areas and the representativeness of the
SNUC, the conservation status of endangered species also gives rise to concern. There have
been significant improvements in some aspects, with an increase from 4% to 35% over the past
three years in the percentage of Brazil’s endangered species included in national action plans.
Yet, the number of endangered species continues to increase. This situation is further
complicated by the fact that many of Brazil’s endangered species are not found within
protected areas. Currently, the country recognizes 627 wildlife species as endangered (of which
nine are thought to be extinct) and approximately 50% of the endangered species are not found
within Conservation Units, while only 14% of the Conservation Units were created with special
focus on the protection of endangered species.

The rising number of endangered species can be linked to the already alluded to significant
human pressures from occupation and economic development in the Pampa, Pantanal and
Caatinga. Development programs in the Pampa have introduced incompatible activities such as
tree plantations and soy production for biofuel. The Pantanal supports a wide variety of
economic activities, but its characteristic flood-and-drought regime is increasingly affected by
human and climate impacts on hydrological cycles. And the Caatinga, a fragile semi-arid
system, comprises one of the poorest and least-developed areas of Brazil, thus experiencing
high level of resource extraction and degradation. These changes in land use are critical from a
climate mitigation perspective, considering that, approximately 75% (~ 775,000 Gg) of annual
CO, emissions in Brazil are due to land-change and forestry. Recent advances and climate
change communications highlight the importance of lowering deforestation rates, adopting
proper land use conversion practices and maintaining/restoring the carbon sink function
provided by natural vegetation.

As a result of these pressures, the areas of native habitat in the three target biomes are now
fragmented, endangering the viability of animal and plant species, and frequently
compromising efforts to create a system of connected and integrated protected areas. Thus,
there is a strong need for strategically restoring priority areas outside of protected areas
(primarily private land holdings) and promoting sustainable land management practices, so as
to reduce habitat fragmentation, recovery ecosystem services, enhance carbon stocks, and
increase the resilience of these biomes to climate change disturbances.

Of particular and growing concern is the impact of fire. Being naturally subject to drought, the
Caatinga, Pampa and Pantanal are succeptible to fires, yet the frequency and intensity of these
events is set to increase with continued changes in land and water use, the impacts of climate
change on rainfall patterns, and human encroachment of protected areas. As a natural element,
fire regulates succession and enhances the heterogeneity of habitats. However, with increased
frequency of occurrence due to human activity, it leads to losses in biodiversity and carbon
stocks. The ecology of plant species in these biomes is adapted to long-term fire regimes, with
a highly evolved underground energy storage system in roots and other structures. Naturally
occurring fires are a key element for depleting available organic matter above ground and
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regulating succession amongst different forest and grassland formations. Yet, manmade fires in
the dry season stress plant species into depleting their underground reserves to restore the
burned structures, effectively reversing any carbon sinking properties. Reinstating the natural
fire regime through prescribed management measures should ensure that underground carbon
stocks are maintained, the biomes’ carbon sink functions restored, and carbon emissions
lowered through less intense fires.

All these issues contribute directly to reducing the resilience of the three biomes to withstand
not only the country’s growing demand for natural resources, but also to global climate change.
And while the regulatory, economic and institutional framework exists for starting to address
these issues, there are fundamental pieces missing that would enable the effective protection of
the Caatinga, Pampa and Pantanal. The Ministry of Environment (MMA), responsible for the
creation and maintenance of Protected Areas, the Chico Mendes Institute of Biodiversity
(ICMBI0), linked to the MMA and responsible for managing federal Conservation Units and
threatened species, and the Jardim Botanico do Rio de Janeiro, a key actor in the management
of threatened flora in Brazil, are collaborating to improve the conservation status of the three
target biomes. Baseline activities in this context focus on management of some existing
protected areas, restoration of certain degraded areas in the vicinity of existing PAs, so as to
reduce edge effects and habitat fragmentation (since these areas are predominantly private,
participation of landowners is pivotal), and efforts to improve the management and viability of
threatened populations. The latter initiative is conducted in conjunction with KfW, in the
context of the CBD’s LifeWeb platform, which focuses on improving management
effectiveness of PAs and surrounding areas, and increasing biological monitoring of
endangered species. Furthermore, MMA and IADB are preparing a loan project to strengthen
the National Environmental System (SISNAMA, according to its abbreviation in Portuguese),
which will contribute to the current proposal by addressing the lack of communication and
information sharing that was identified by the aforementioned PA Management Effectiveness
study. While these efforts are important steps in reducing biodiversity loss and reducing GhG
due to land use change in the Caatinga, Pampa and Pantanal biomes, they are not far-reaching
and comprehensive enough to achieve a quantum leap in protecting these biomes and the
threatened species associated with them.

B. 2. incremental /Additional cost reasoning: describe the incremental (GEF Trust Fund/NPIF) or
additional (LDCF/SCCF) activities requested for GEF/LDCF/SCCF/NPIF financing and the
associated global environmental benefits (GEF Trust Fund/NPIF) or associated adaptation
benefits (LDCF/SCCF) to be delivered by the project:

To tackle the issues described in the previous section, this proposal will gather and generate the
information and tools necessary to strengthen the SNUC and promote sustainable management
of adjacent forest and non-forest lands. An assessment of PA effectiveness and endangered
species conservation status will be the foundation upon which new protected areas in the
Caatinga, Pampa and Pantanal will be designed. Additionally, the assessment process will also
identify and model main threats, main conservation opportunities and provide distribution maps
for endangered species. The issue of habitat fragmentation in the three biomes will be
addressed through new mosaic approaches, combining the establishment of protected areas
with sustainable management in surrounding buffer zones and productive landscapes.

The management of protected areas (newly created and existing) is to be enhanced by
developing and implementing protocols for advanced fire management, land restoration tools
and action plans for in situ biodiversity monitoring, thus ensuring the improvement of degraded
landscapes and reducing the impact of natural and manmade events on ecosystems and
endangered species. To promote private landowner and local community participation in
implementing management protocols and tools in the areas surrounding PAs, the project will
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provide technical assistance to enable participants to apply to existing Payment for
Environmental Services (PES) schemes, which provide some direct benefits for landowners.

PROJECT OBJECTIVES

The global objective of the proposed project is to improve the effective conservation of
globally significant ecosystems and endangered flora and fauna species, as well as restore
degraded landscapes and enhance carbon stocks in priority areas of the Caatinga, Pampa and
Pantanal biomes, through expanding and consolidating the National System of Protected Areas
(SNUC) and promoting sustainable management of adjacent forest and non-forest lands.

The specific objectives of the proposed project are:

- To support the creation of protected areas in the Caatinga, Pampa and Pantanal Biomes;

- To increase the effectiveness of PA conservation by implementing advanced management
practices, including fire protection, in situ biodiversity monitoring, sustainable financing
and improved planning tools, in PAs and adjacent lands;

- To enhance carbon stocks through fire management practices and restoration of degraded
priority landscapes surrounding core protected areas;

- To promote sustainable forest management practices in forest areas surrounding core
protected areas;

- To generate, enhance and apply knowledge about endangered species and their management
as an integral part of all conservation strategies outlined in the project.

- To create strong community and stakeholder support for conservation activities in the three
target biomes through a broad communication program and effective collaboration with
complementary initiatives.

The proposed project encompasses five components.

Component 1: Creation of new Protected Areas (PAs). US$ 9.00 Million

This component will support the design and proposal of new protected areas with special focus
on the Caatinga, Pampa and Pantanal Biomes, including areas regarded of extreme importance
for the protection of endangered species currently without or with insufficient protection. The
proposal will consider a mosaic approach involving different categories of protected areas,
incorporating the PA category “environmental protection areas” (APA’) as a tool for
integration of landscape management strategies. In addition, sustainable financing plans will be
prepared for a subset of the new PAs (selected by priority and financing potential). The work of
Component 1 will be guided and supported by activities in Component 4, namely the
assessment of PA effectiveness; species risk assessments, species-specific guidelines for PA
design and management, and Action Plans for endangered species.

Component 2: Management of PAs and Adjacent Areas. US$ 66,50 Million
Activities under this component focus on effectively managing 14 existing PAs and
surrounding forest and non-forest lands, and are divided into two subcomponents:

2.1 Effective conservation management. Departing from the findings of the assessment of PA
effectiveness and endangered species conservation status (Component 4), prioritized protected
areas will be provided with necessary management infrastructure and equipment (related to
access, monitoring, and enforcement). Management plans and strategies will be prepared, with
special focus on the development of fire management plans, in-situ biodiversity monitoring

APA:s are a conservation category that permits sustainable land use, aiming to balance nature conservation with compatible productive uses of natural resources.
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plans, and sustainable financing strategies.

2.2 Fire management. This subcomponent will support the development and/or adaptation of
protocols and monitoring strategies for good fire management in selected protected areas, and
the acquisition of proper and necessary equipment for these activities. Furthermore, in order to
maximise the effectiveness of fire management, these protocols will be implemented in
collaboration with private landowners in selected areas adjacent to PAs. Implementation will
focus on four sites, where groups of landowners will receive technical assistance for
implementing appropriate fire management practices, as well as for helping them access
existing PES schemes® that reward conservation efforts and would compensate owners for
potential economic costs associated with changing to more sustainable land use practices.

Component 3: Restoration of deteriorated landscapes in priority areas. US$40,47 Million
This component will support the strategic restoration of deteriorated landscapes in priority
forest and non-forest lands adjacent to PAs, so as to enhance carbon stocks, apply sustainable
management practices in existing forests, and promote structural connectivity and gene flow
between PAs via the restored landscapes. To prioritize areas for restoration, the landscapes are
to be surveyed and assessed for their potential to contribute to these three aims, including the
identification of focal private properties. On the basis of this assessment, land use plans will be
prepared for identified priority sites, and programs to implement sustainable management
practices in these sites will be developed and implemented. Given that targeted areas will be
outside of PAs, the activities financed by this Component are expected to reduce current carbon
emissions from these lands (due to incompatible land use practices) and increase carbon stocks
through reforestation®. In all restoration areas, the fire management protocols developed in
Component 2 will be implemented as well, so as to minimize this risk factor. This is
complemented through sustainable forest management practices that will aid in ensuring the
health and long-term maintenance of the restore areas.

Component 4: Monitoring of flora and fauna extinction risks. US$ 31,00 Million

This component will provide the foundational assessment for the other components: an
assessment of PA effectiveness in meeting conservation goals, including in protecting and
conserving endangered species. Furthermore, the Component will focus on the monitoring of
endangered species, and provide inputs to other project components, especially Component 1.
For this purpose, the foundational assessment will include the application of IUCN criteria and
categories to assess species’ extinction risk, and will follow a nationally-established protocol
that culminates in a consultation workshop led by ICMBIo and the Jardim Boténico do Rio de
Janeiro (JBRJ). The workshops will determine the conservation status, pressures, extinction
risks and vulnerability maps. This information will feed the development of Action Plans for
selected species, including appropriate biological monitoring, as well as provide critical inputs
for creating new PAs (Comp 1) and improving PA management planning (Comp 2) through
modeling of the effectiveness of PAs in protecting endangered species and preventing
biodiversity loss.

Component 5: Integration and community relations. US$ 7,65 Million

This component will fund the implementation of effective collaboration mechanisms with
complementary initiatives, as well as a comprehensive communication program. It is designed
with a two-fold aim. First, to promote the integration of the project with related initiatives, thus

810 support adherence to the guidelines on Payment for Ecosystem Services schemes issued by the STAP, the project will
evaluate the existing schemes for their consideration of the aspects covered by the guidelines.

° Note that the project is not proposing to implement a carbon monitoring system. Rather, it will take advantage of initiatives
already in implementation to calculate the tones of CO2eq avoided and sequestered through the project. One would be the
Projeto de Monitoramento do Desmatamento dos Biomas Brasileiros por Satélite. Another one would be INPE's program to
monitor burnings through heat spots.
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maximizing the impact of the limited resources that have and are being invested in the three
target biomes, as well as promoting synergies and good stakeholder relations with other
initiatives in the areas of intervention. Second, the Component invests in establishing strong
local support for the interventions financed by the project, to increase the long-term success of
these efforts. This second element is of particular relevant for the activities included in Comp 1,
given that the creation of new protected areas often meets with some resistance from affected
parties. While today’s processes for PA creation in Brazil are highly participatory and
consensus-driven, thereby minimizing the risk of negative effects on residents and users of
areas considered for protection (see also Section B.4.), strong and broad support from local
communities is essential for the success of newly created areas. The community relations
activities of Component 5 focus on promoting a good information flow with stakeholders in the
areas of intervention of the project.

Expected Results. The support of the proposed GEF funding will contribute significantly to
the effectiveness of PA protection, strengthen existing efforts to protect endangered species and
attract additional financing from public and private entities for three currently under-attended
biomes. It is anticipated that this project will result in:

= Improved representativeness of major biomes in SNUC, by expanding PAs for Caatinga,
Pantanal and Pampa, and improved effectiveness of conservation management and
endangered species management in new and existing PAs for these biomes; and

= Sustainable management of forest and non-forest areas connected to PAs, thereby
enhancing carbon stocks, improving management of existing forest and reducing habitat
fragmentation in the three target biomes.

These results will generate global environmental benefits by reducing the loss of biodiversity
and carbon stocks from three ecologically rich biomes that face imminent threats from climate
change and expansion of unsustainable agro-forestry and other economic activities.

Considering best available information, a preliminary estimate of the potential carbon
mitigation benefits of this project indicate the creation of new protected areas could result in
0.02 MtCO2 of emissions prevented by the end of the project and a further 2.16 MtCO2 in the
first ten years after project conclusion. In addition, carbon stock gains by the end of the project
are estimated to be 0.24 MtC, and 15.76 MtC by 2028. The analysis also shows the high cost, in
term of stock losses and emissions from conversions, under the Business as Usual Scenario™. A
more detailed analysis of the project’s carbon mitigation potential will be elaborated during
project preparation.

By combining focal area objectives and funding in this proposal, it is possible to complement
protected area focused activities (BD funding) with sustainable management of forests (SFM
funding) and restoration of degraded areas and enhancement of carbon stocks thru sustainable
land management (CC funding) outside of PAs. Jointly, these activities provide cumulative
benefits for local communities, biodiversity conservation and climate mitigation that would be
difficult to achieve through a single focus area project, as is illustrated by fire management,
which requires coordinated interventions of various types within and beyond PAs.

Executing Mechanism. The technical execution of this project will be lead by the Ministry of
Environment, with collaboration from the Instituto Chico Mendes de Conservacdo da
Biodiversidade (ICMBio) and the Jardim Botanico do Rio de Janeiro (JBRJ). ICMBIo is
headquartered in Brasilia but represented throughout Brasil via 11 Regional Coordination
Offices, thereby managing the 310 existing federal Conservation Units (CUs) and 11 Research

19 For additional details on assumptions and values used, please consult the attached spreadsheet
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and Conservation Centers. This regional presence, as well as the established relationships in the
context of existing CUs will greatly facilitate supervision of the present project. With a view to
maximizing the agility of execution, the most suitable financial management mechanism for the
project is still being developed™. In addition to the principal executing partners already
mentioned, the project will also work in close coordination with the Instituto Brasileiro do
Meio Ambiente e dos Recursos Naturais Renovaveis (IBAMA), which is the principal national
environmental enforcement agency, as well as the environmental secretariats of the States that
will be involved in the project. (The latter will be strongly supported through the execution of
the SISNAMA project, which specifically focuses on National-State level coordination.)

B.3. Describe the socioeconomic benefits to be delivered by the Project at the national and local levels,
including consideration of gender dimensions, and how these will support the achievement of
global environment benefits (GEF Trust Fund/NPIF) or adaptation benefits (LDCF/SCCF). As a
background information, read Mainstreaming Gender at the GEF."

The integrated management and harmonization of cross-sector policies for biodiversity
conservation and climate change sought within this project will (a) benefit the governance
process as a whole and in particular the creation and implementation of public conservation
policies; (b) reinforce the provision of ecological services that are important for national
development and the well-being of local communities; (c) promote capacity building at local
levels in support of conservation and sustainable management practices; and (d) ultimately
contribute to the reduction of carbon emissions through the protection of carbon stock and the
reinstatement of the carbon sink effect of restored areas. The three target biomes provide
important sustenance resources to some of Brazil’s poorest communities; increasing the long-
term health and viability of these biomes will therefore also bolster the long-term provision of
essential resources to these communities. These same biomes represent vegetation types with
particular importance to climate regulation, not only contributing to water regulation and
replenishment, but also, when close to natural conditions, capturing carbon and storing living
material above and underground. The project will furthermore benefit local communities by
improving fire management, thereby reducing the incidence of highly destructive, uncontrolled
fires in the project area. A more detailed analysis of these anticipated socio-economic benefits
will be conducted during project preparation, as part of an economic evaluation of the project, as
well as in the context of designing the project’s impact evaluation. While the project does not
include any activities specifically targeted at promoting the participation of women in
conservation efforts, the activities financed through the project will enable equal access,
regardless of gender.

B.4 Indicate risks, including climate change risks that might prevent the project objectives from being
achieved, and if possible, propose measures that address these risks to be further developed during
the project design:

In the context of Brazil’s strong economic growth, there is a risk of increasing pressure on
natural resources. Yet, this economic growth may also reduce pressures locally, especially in the
Caatinga, where poverty is a main driver of degradation. The strengthening of the SNUC and
improvement of PAs management effectiveness sought by the project will be beneficial in
confronting any increases in resources pressures in the project intervention areas.

! Financial execution by a national government agency without fiscal autonomy would imply the internalization of project
resources in the National Budget, which is likely to have significant impact on the rhythm of execution. Among the
alternatives under consideration is collaboration with a government-associated by financially autonomous environmental
foundation, analogous to the role of FUNBIO in the GEF MAR project.
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Political and electoral interests influence the rigidity of environmental protection. The new
government, which took office in January 2011, has committed to actions for maintaining
biodiversity and natural resources. However, despite the federal government support for this
project, there is a political risk associated with the lack of commitment of state and municipal
governments. While conservation needs will be the key criteria in selecting priority sites,
political factors, where they would clearly prohibit an effective implementation of the project,
will be taken into consideration.

The creation of new protected areas can meet with resistance from local communities, especially
due to concerns that economic production, livelihood activities or cultural assets will be
impacted, and as such triggers certain safeguard measures. However, participatory mechanisms
required by Brazilian law and Bank policy are designed to ensure that local and traditional
communities’ rights are respected, and potential impacts on cultural resources and indigenous
and traditional people through possible restrictions on the use and access to natural resources
prevented. To mitigate these potential risks further, consultations with affected communities and
an environmental assessment will be carried out. The project will adopt a highly participatory
approach to the process of PA creation (through the activities included in Component 5). This
approach will emphasize consensus and community participation in PA management, improve
PA design to conform mosaics of protection and seek opportunities for local communities to
benefit from enhanced conservation.

Participation of the private sector in this project takes two forms: i) the co-financing, which will
be provided by interested, but not necessarily local organizations through existing financial
mechanisms that allow (and incentivize) private businesses to contribute to conservation efforts
(see also B.5); and ii) the private landholders in areas adjacent to PAs whose partnership is
sought for carbon stock enhancement and SFM activities. In the former case, non-participation
from the private sector does not constitute a risk, since financial contributions could, should it be
necessary, be substituted through existing environmental compensation funds and mitigation
arrangements. Non-participation in the latter case is more critical, underlining the importance of
Component 5 to establish strong local support for the project. In addition, the provisions of
technical assistance to access existing PES schemes, compensating economic costs incurred
through changes in land use practices, should further reduce barriers to participation by
interested private partners.

Regarding the potential for increased GHG emissions from possible leakage outside of the
project boundaries, it is not anticipated that this will constitute a risk in the present project. The
GHG reductions sought by the project will be attained through applying improved fire
management protocols and sustainable forest management practices in collaboration with private
landowners. While better land management in the three fragile target biomes is anticipated to
benefit landowners in the medium- to long-term (especially through a reduction in uncontrolled
fires), the project will provide technical assistance for accessing PES schemes that would
compensate landowners for potential short- to medium-term costs resulting from the change in
practices. As such, the project should neither directly nor indirectly incentivize leakage outside
the project area.

Thus, based on current information, the overall risk level of the project is medium-low.
B.5. Identify key stakeholders involved in the project including the private sector, civil society

organizations, local and indigenous communities, and their respective roles, as applicable:

The major stakeholders involved with the project are the Ministry of Environment (MMA), the
Brazilian Institute of Environment (IBAMA), the Chico Mendes Institute of Biodiversity
(ICMBio - responsible for protected areas and threatened fauna), the Jardim Botanico do Rio de
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Janeiro (JBRJ — responsible for threatened flora), the academic sector and voluntary State
Environmental Organizations - OEMAs. Technical and financial overseeing of the project will
be assured by participation of all these entities and will be established within one of the
Ministries running committees.

So as to promote participation of stakeholders from the private sector and civil society
organizations, MMA will structure, within the National Commission for Biodiversity
(CONABIO), a special oversight committee that allows for such participation. It is expected that
the negotiations for the adoption of Aichi Targets, which mobilized a greater interaction with
CONABIO, should bolster the interest and participation of NGOs and private sector groups in
the Project

Additionally, the project will seek private sector involvement through existing financial
mechanisms that target climate change and biodiversity loss, which have grown out of the
adoption of the Equator Principles and zero net loss policies by major banks, investment firms,
mining and power generation companies and major contractors. In the context of these
mechanisms, the project will promote investments in conservation and restoration of carbon
stocks.

Local communities will have the opportunity to become involved in the project through the
community relations activities of Component 5, through the consultation processes that form an
integral part of creating new PAs and through participating in the activities taking place in areas
outside the PAs.

B.6. Outline the coordination with other related initiatives:

GEF TER will be developed and implemented in close coordination with complementary
projects coordinated by the Ministry of the Environment (MMA). The project is expected to be
articulated with the following GEF-funded projects: (i) National Biodiversity Mainstreaming
and Institutional Consolidation Project (PROBIO I1I); (ii) Amazon Region Protected Areas
(ARPA 11), and (iii) GEF Cerrado, as well as other relevant bilateral and multilateral initiatives
providing management tools for protected areas and guidance for endangered species protection,
especially as GEF MAR (in preparation) and the CBD LifeWeb platform.

The proposed project is closely related to the umbrella-project “Consolidation of the National
System of Protected Areas” and designed to reinforce some lines of work of that project, while
also promoting supplementary activities. The two projects complement each other in several key
aspects, particularly financial sustainability mechanisms, biodiversity monitoring and
management and social outreach. To maximize synergistic effects, coordination between
projects will focus on permanent revenue, generating mechanisms and financial sustainability of
the SNUC, as well as on initiatives with productive sectors that benefit populations in
sustainable use PA and buffer zones.

Since all of the above on-going and potential projects are supervised by the same group within
the MMA, coordination between these projects, despite their broad scope, is greatly facilitated.
As indicated in Footnote 9, the project will furthermore take advantage of on-going national
initiatives to establish carbon inventories and implement monitoring methodologies. These
initiatives are lead by the Ministry of Science, Technology and Innovation, thus requiring a
suitable coordination mechanism, which will be determined during project preparation.

C. DESCRIBE THE GEF AGENCY’S COMPARATIVE ADVANTAGE TO IMPLEMENT THIS PROJECT:
C.1 Indicate the co-financing amount the GEF agency is bringing to the project:
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C2

IADB is contributing U$15 million in co-financing through a hard loan that is currently being
prepared by the Ministry of Environment (MMA) and IADB, focused on improving the
effectiveness of the National Environmental System (SISNAMA). Strengthening of the National
System of Conservation Units (SNUC) as one of the focal areas of this operation, a focus that
aligns well with the objectives of the present project, and executing both projects side by side
will be mutually reinforcing.

How does the project fit into the GEF agency’s program (reflected in documents such as
UNDAF, CAS, etc.) and staff capacity in the country to follow up project implementation:

The proposed project fits squarely with the Bank’s Country Strategy and Programming with
Brazil. The Strategy highlights the need for ecosystem protection and for balancing the
development of productive sectors with actions to minimize negative externalities from these
developments, impacting the environment. The Strategy further recommends concentrating
Bank financial and technical support related to natural resources management on creating
incentives for ecosystem conservation and strengthening institutional capacity across the
different levels of governance. The first target for the Strategy’s Results Matrix as related to
natural resources management is to “promote the protection of terrestrial, coastal and marine
ecosystems” (Indicator: Increase in number of protected areas as part of the SNUC with
management plan in execution).

IADB is currently collaborating with Brazil on various programs that are relevant to the
proposed project, including the implementation of a U$162 million project aimed at conserving
important areas of Mata Atlantica in the State of Sdo Paulo, preparations to replicate this project
in the northern coastal areas of the State, execution of a U$10 million project promoting the
more effective conservation of four priority protected areas in the State of Bahia, the preparation
and execution of seven State-level tourism projects that each include components for the
adequate conservation and management of natural areas that provide major tourism attractions,
as well as the preparation and execution of several technical cooperations on climate change
mitigation.

Given the considerable geographic scope of this project, IADB’s permanent presence in Brazil,
with three full-time technical specialists dedicated to environmental and forestry projects, a full-
time climate change specialist, and additional staff that assists in the operational aspects of
project preparation and execution, will be a significant advantage. (The IADB team leader for
the project is located at the Representation in Brasilia.)
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PART Ill: APPROVAL/ENDORSEMENT BY GEF OPERATIONAL FOCAL POINT(S) AND

GEF AGENCY(IES)

A. RECORD OF ENDORSEMENT OF GEF OPERATIONAL FOCAL POINT (S) ON BEHALF OF THE
GOVERNMENT(S): (Please attach the Operational Focal Point endorsement letter(s) with this
template. For SGP, use this OFP endorsement letter).

NAME

POSITION

MINISTRY

DATE (MM/dd/yyyy)

Rodrigo Martins Vieira | General Coordinator

for External Financing

Ministry of Planning,
Budget and Management
— Secretariat for
International Affairs

03/30/2012

B. GEF AGENCY(IES) CERTIFICATION

preparation.

This request has been prepared in accordance with GEF/LDCF/SCCF/NPIF policies and
procedures and meets the GEF/LDCF/SCCF/NPIF criteria for project identification and

Agency DATE Project Email Address
Coordinator, Signature (MM/dd/yyyy) | Contact Telephone
Agency Person
name
Michael 04/09/2012 | Annette | +55.61.3317.4106 | annettek@iadb.org
Collins M- Killmer
IADB /V
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