MINISTERIO DA FAZENDA

OFiCIO SEI N2 2197/2025/MF

Brasilia, 15 de Janeiro de 2025.

A Sua Exceléncia o Senhor
Deputado Luciano Bivar
Primeiro-Secretario da Camara dos Deputados

Assunto: Requerimento de Informagao.

Senhor Primeiro-Secretario,

Refiro-me ao Oficio 12 Sec/RI/E/n? 438, de 12.12.2024, dessa Primeira-Secretaria, por
intermédio do qual foi remetida copia do Requerimento de Informagdo n2 4227/2024, Requer informagées
do Ministério da Fazenda sobre a execucdo do acordo firmado entre o Governo Federal e o Banco Mundial,
em 2002, referente a destinacdo de recursos para projetos na Amazonia.

A propdsito, encaminho a Vossa Exceléncia, em resposta a solicitagao do Parlamentar, a Nota
informativa 54, da Secretaria de Assuntos Internacionais.

Atenciosamente,

Documento assinado eletronicamente
FERNANDO HADDAD

Ministro de Estado da Fazenda

Documento assinado eletronicamente por Fernando Haddad, Ministro(a) de Estado, em 15/01/2025,
as 20:19, conforme horario oficial de Brasilia, com fundamento no § 32 do art. 42 do Decreto n?®
10.543, de 13 de novembro de 2020.
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MINISTERIO DA FAZENDA
Secretaria de Assuntos Internacionais
Subsecretaria de Financiamento ao Desenvolvimento Sustentdvel
Coordenacdo-Geral de Instituicdes Globais de Desenvolvimento

Nota Informativa SEI n2 54/2025/MF

INTERESSADO(S): Coordenagao-Geral Administrativa, Anidlise Legislativa e Demandas
Parlamentares/Assessoria Especial para Assuntos Parlamentares.

ASSUNTO: Requerimento de Informacdo (RIC)n24227/2024: Execugdo do acordo firmado entre o Governo
Federal e o Banco Mundial, em 2002, relativo a destinagdao de recursos para projetos na Amazdnia.

QUESTAO RELEVANTE:

1. Informar sobre a execucdo do acordo firmado entre o Governo Federal e o Banco Mundial
(BM), elativo a destinacdo de recursos para projetos na Amazonia.

ANTECEDENTES:

2. Faco referéncia ao Oficio SEI n? 75833/2024/MF (47101654), de 17 de dezembro de 2024,
que encaminha a Secretaria de Assuntos Internacionais Requerimento de Informacgdo RICn? 4227/2024
apresentado pela Primeira-Secretaria da Cadmara dos Deputados sobre a execuc¢do do acordo firmado entre
o Governo Federal e o Banco Mundial, em 2002, relativo a destina¢cdo de recursos para projetos na
Amazonia (47101087).

3. Nos termos da informacdo prestada pelo Banco Mundial, o Banco tem apoiado o Governo
Brasileiro, desde 2002, com a implementacdo do Programa de Areas Protegidas da Amazonia (ARPA), com o
objetivo de criar e manter Unidades de Conservacdo na Amazonia Legal. Esse suporte foi realizado por
meio dos projetos Amazon Region Protected Areas (P058503) (do Fundo Global para o Meio Ambiente -
GEF, da sigla em inglés), e Amazon Region Protected Areas Program Phase Il (P114810) (GEF), ambos
concluidos, e pelo Amazon Sustainable Landscapes (P158000/P171257), que se encontra em execugao. Os
recursos do Banco destinados aos projetos do Programa ARPA sdo oriundos do GEF e totalizaram USS$
124,62 milhdes, dos quais USS 39,87 milhdes faltam desembolsar, no dmbito do terceiro projeto
atualmente em execugao.

4, O Banco informou que a documentacdo publica a respeito dos projetos supracitados
encontra-se disponivel nos seguintes enderegos eletronicos, contendo, entre outros documentos, os
acordos legais, descritivos dos projetos e, para os dois projetos ja concluidos, relatérios de conclusao e de
resultados alcangados:

a) Amazon Region Protected Areas (https://projects.worldbank.org/en/projects-
operations/project-detail/P058503);

b) Amazon Region Protected Areas Program Phase



Il (https://projects.worldbank.org/en/projects-operations/project-detail/P114810); e

c) Amazon Sustainable Landscapes (https://projects.worldbank.org/en/projects-
operations/project-detail/P158000).

5. O Banco Mundial é um de vdrios parceiros internacionais do Brasil financiadores do
Programa ARPA, que também conta com recursos do KfW Banco de Desenvolvimento e do Fundo Mundial
para a Natureza (WWF).

6. Os principais atores institucionais brasileiros envolvidos no desenho e/ou implementacdo do
Programa ARPA s3o o Ministério do Meio Ambiente e Mudanca do Clima (MMA), o Instituto Chico Mende:
de Protecdo a Biodiversidade (ICMBio), o Instituto Brasileiro do Meio Ambiente e dos Recursos Naturais
Renovaveis (Ibama), o Fundo Brasileiro para a Biodiversidade (FUNBIO) e agéncias ambientais de estados
participantes.

7. Fazendo o RICn? 4227 mencdo especifica aos montantes envolvidos no primeiro dos trés
projetos (P058503), o Banco esclareceu que, no ambito especifico desse projeto, realizou uma doacdo de
USS 30 milhdes, proveniente do GEF. O donatdrio desse projeto foi o FUNBIO e a coordenacdo geral foi do
MMA. Em complemento a doacdo do BM/GEF, o valor total citado — de USS 81 milhdes — incluiu
cofinanciamento por parte do KfW Banco de Desenvolvimento e do Fundo Mundial para a Natureza (WWF),
assim como a contrapartida da Republica Federativa do Brasil.

8. Os principais documentos de referéncia acerca do desenho, execuc¢do e resultados do projeto
(P0O58503) sdo:

a) "Acordo de Doagado (Trust Fund Agreement) (47550982)
https://documents.worldbank.org/en/publication/documents-
reports/documentdetail/583981468234894067/conformed-copy-tf051240-amazon-region-
protected-areas-project-global-environment-facility-trust-fund-grant-agreement;

b) "Documento Descritivo do Projeto" (Project Appraisal Document)
https://documents.worldbank.org/en/publication/documents-
reports/documentdetail/456731468743799662/brazil-amazon-region-protected-areas-
project-gef; e

c) "Relatério de Conclusdo e de Resultados" do Projeto (Implementation Completion and
Results Report)

https://documents.worldbank.org/en/publication/documents-
reports/documentdetail/785201468229178280/brazil-amazon-region-protected-areas-
project

9. Considerando a pergunta especifica do RIC sobre informar o destino dos recursos financeiros
previstos no acordo firmado com o Banco Mundial em 2002, o BM informou que conforme estabelecido no
"Acordo de Doacdo", os recursos disponibilizados pelo Banco para a execu¢do do projeto foram
gerenciados pelo FUNBIO. Os recursos destinaram-se as categorias de gastos contempladas no Acordo fef.

“Schedule 1”, paginas 25-28) para viabilizar as a¢Ges previstas na descricdo do projeto ( ref. “Schedule 2”,

paginas 29-31). Os processos de aquisi¢Ges e contratacdo realizados com recursos BM/GEF foram regidos
pelas politicas do Banco Mundial (ref. “Schedule 3”, paginas 32-35).

10. Quanto ao pedido da RIC para informar se houve repasses ou ag¢des especificas realizadas
com base nesse montante e, em caso afirmativo, informar detalhes dessas agbes, incluindo prazos,
resultados e impactos gerados, o Banco informou que o "Relatério de Conclusdao e de Resultados" do
projeto descreve as principais acdes realizadas por componente (ref. Annex 2. Outputs by Component,
paginas 44-46), bem como os principais resultados alcancados pelo projeto (ref. 3. Assessment of
Outcomes, paginas 23-30).

11. O Relatério concluiu que o projeto cumpriu satisfatoriamente seu objetivo de
desenvolvimento, sendo responsavel pela criacdo de 13,2 milhdes de hectares de Unidades de Conservagao
de Protecdo Integral e 10,8 milhdes de hectares de Unidades de Conservacdao de Uso Sustentdvel. Dentre
outros resultados, o projeto estabelece um mecanismo de financiamento de longo prazo das unidades de
conservagio por meio da criagdo do Fundo de Areas Protegidas (FAP).



12. Em relacdo a solicitacdo da RIC de informar se existem registros de prestacdo de contas ou

relatdrios de monitoramento e avaliacdo relativos a execucdo desse Acordo, o Banco informou que o

"Acordo de Doacdo" estabeleceu os mecanismos de prestacdo de contas do FUNBIO ao BM em seu Artigo
IV, incluindo a necessidade de apresentacdo anual de relatérios financeiros auditados. O Relatério de

Conclusdo e de Resultados" do projeto informa que o FUNBIO cumpriu satisfatoriamente os compromissos
financeiros acordados (ref. Fiduciary Compliance, pagina 22).

13. O Banco informou ainda que o relatério qualifica como satisfatério tanto o desempenho do
MMA em seu papel de coordenacdo governamental, quanto o do FUNBIO em seu papel de agéncia
executora (paginas 34-35) e conclui que o projeto cumpriu com as politicas de salvaguardas do Banco

referente as avaliacdes ambientais, florestas, povos indigenas e reassentamento involuntario (ref. pagina
20).

CONCLUSAO: Em atendimento ao Requerimento de Informacdo n°. 4227/2024, sugiro encaminhamento do
presente processo a Coordenacdo-Geral Administrativa, Andlise Legislativa e Demandas Parlamentares,
da Assessoria Especial para Assuntos Parlamentares, para conhecimento e providéncias.
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RAQUEL PORTO RIBEIRO MENDES

Coordenadora Geral de Institui¢des Globais de Desenvolvimento

Documento assinado eletronicamente por Raquel Porto Ribeiro Mendes, Coordenador(a)-Geral, em
13/01/2025, as 17:38, conforme horério oficial de Brasilia, com fundamento no § 32 do art. 42 do
Decreto n® 10.543, de 13 de novembro de 2020.
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MINISTERIO DA FAZENDA

Secretaria de Assuntos Internacionais

Subsecretaria de Financiamento ao Desenvolvimento Sustentavel
Coordenacgdo-Geral de Instituicdes Globais de Desenvolvimento

Processo n2 19995.009753/2024-39

A Coordenacdo-Geral Administrativa, Analise Legislativa e Demandas Parlamentares

Assessoria Especial para Assuntos Parlamentares

Assunto: Requerimento de Informagio n© 4227/2024

Senhor Coordenador-Geral,

Faco referéncia ao Oficio SEI n2 75833/2024/MF (47101654), de 17 de dezembro de 2024,
que encaminha a Secretaria de Assuntos Internacionais Requerimento de Informa¢do RICn?
4227/2024 apresentado pela Primeira-Secretaria da Camara dos Deputados sobre a execu¢do do acordo
firmado entre o Governo Federal e o Banco Mundial, em 2002, relativo a destinacdo de recursos para
projetos na Amazoénia (47101087).

Nos termos da informacgdo prestada pelo Banco Mundial, encaminho a Nota Informativa SEI
n2 54/2025/MF (47540541), acompanhada da Carta do Banco (47519263) contendo os esclarecimentos
solicitados.

Brasilia, 13 de janeiro de 2025.
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RAQUEL PORTO RIBEIRO MENDES

Coordenadora Geral de Instituicdes Globais de Desenvolvimento

Documento assinado eletronicamente por Raquel Porto Ribeiro Mendes, Coordenador(a)-Geral, em
13/01/2025, as 17:40, conforme horario oficial de Brasilia, com fundamento no § 32 do art. 42 do
Decreto n?2 10.543, de 13 de novembro de 2020.
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Public Disclosure Authorized

CONFORMED COPY

GEF TRUST FUND GRANT NUMBER TF051240

Global Environment Facility
Trust Fund Grant Agreement

(Amazon Region Protected Areas Project)
between
FUNDO BRASILEIRO PARA A BIODIVERSIDADE - FUNBIO
and
INTERNATIONAL BANK FOR RECONSTRUCTION

AND DEVELOPMENT

acting as an Implementing Agency of the Global Environment Facility

Dated October 24 , 2002



GEF TRUST FUND GRANT NUMBER TF051240
GLOBAL ENVIRONMENT FACILITY TRUST FUND GRANT AGREEMENT

AGREEMENT, dated October 24, 2002, between the FUNDO BRASILEIRO
PARA A BIODIVERSIDADE - FUNBIO (the Recipient) and the INTERNATIONAL
BANK FOR RECONSTRUCTION AND DEVELOPMENT (the Bank) acting as an
implementing agency of the Global Environment Facility (GEF) in respect of grant funds
provided to the GEF Trust Fund by certain members of the Bank as participants of the
GEF.

WHEREAS (A) the Bank, pursuant to Resolution No. 91-5 of March 14, 1991 of
the Executive Directors of the Bank, established the GEF to assist in the protection of the
global environment and promote thereby environmentally sound and sustainable
economic development;

B) following the restructuring of the GEF, such arrangements continued in
place on the basis set forth in Resolution No. 94-2 of May 24, 1994, of the Executive
Directors of the Bank which, infer alia, established the GEF Trust Fund and appointed
the Bank as trustee of the GEF Trust Fund (Resolution No. 94-2);

©) the second replenishment of the GEF Trust Fund was approved on the
basis set forth in Resolution No. 98-2 of July 14, 1998, of the Executive Directors of the
Bank (Resolution No. 98-2);

(D) the Federative Republic of Brazil (FRB), has requested assistance from
the resources of the GEF Trust Fund for funding the Project, and said request having been
approved in accordance with the provisions of the Instrument for the Establishment of the
Restructured Global Environment Facility approved under Resolution 94-2, and to be
funded from the resources of the GEF Trust Fund;

(E) the FRB intends to carry out a ten year program for the establishment
and consolidation of protected areas (Unidades de Conservagdo) in its Amazon region
(the Program), in accordance with the FRB’s Document entitled “Programa de Areas
Protegidas da Amazonia” and dated May 2, 2002;

(F) the FRB informed the Bank, in a letter dated March 20, 2002, that
Fundo Brasileiro para a Biodiversidade — FUNBIO is the Recipient of the
resources of the GEF Trust Fund which will finance part of the costs of the
Project;



2.

G) the FRB, having satisfied itself as to the feasibility and priority of the
project described in Schedule 2 to this Agreement (the Project), will carry out the Project
through its Ministry of the Environment (MMA), its Brazilian Environmental Institute
(IBAMA), and states and municipalities in the Amazon region as provided in this
Agreement and in other implementation and cooperation agreements included herein;

H) the Recipient will manage the resources of the GEF Trust Fund as
provided in this Agreement;

@D the Recipient intends to receive from the World Wide Fund for Nature
(WWF) a grant in an amount of $11,500,000 (the WWF Grant) to assist in financing
Parts A.1, A.2, and A.3 (b) (i) of the Project on the terms and conditions set forth in an
agreement to be entered into between the Recipient and WWF (the WWF Grant
Agreement);

Q)] the FRB intends to contract from Kreditanstalt fiir Wiederaufbau (KFW)
a grant in an amount of Euro 17,700,000 (the KFW Grant) to assist in financing Parts A.3
(b) (i1), B.1, B.2, B.3 and B.4 (b) of the Project on the terms and conditions set forth in an
agreement to be entered into between the FRB and KFW and another between MMA and
the Recipient (the KFW Grant Agreement);

(K) the FRB intends to receive from Deutsche Gesenllscheft fiir Technische
Zusammenarbeit (GTZ) technical assistance to assist in the identification, monitoring and
evaluation of protected areas on the terms and conditions set forth in an agreement to be
entered into between the FRB and GTZ;

L) the Recipient intends to contract from Brazil Connects, a Brazilian non-
governmental organization for sustainable development (Brazil Connects), a grant in an
amount of $1,500,000 (the Brazil Connects Grant) to assist in funding the endowment
fund under Part C of the Project on the terms and conditions set forth in an agreement to
be entered into between the Recipient and Brazil Connects (the Brazil Connects Grant
Agreement); and

WHEREAS the Bank has agreed, on the basis, inter alia, of the foregoing, to
extend a grant (the GEF Trust Fund Grant) to the Recipient upon the terms and
conditions set forth in this Agreement;

NOW THEREFORE, the parties hereto hereby agree as follows:
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ARTICLE 1

General Conditions; Definitions

Section 1.01 (a) The following provisions of the “General Conditions Applicable
to Loan and Guarantee Agreements for Single Currency Loans” of the Bank, dated May
30, 1995 (as amended through October 6, 1999), with the modifications set forth in
paragraph (b) of this Section (the General Conditions), constitute an integral part of this

Agreement:

@

(i)

(iii)

(iv)

(V)

(vi)

(vii)

(viii)

(ix)

(x)

(xi)

Article I;

Sections 2.01 (1), (2), (3), (4), (5), (7), (8), (14), (15), (16), (18)
and (21), 2.02 and 2.03;

Section 3.01;
Sections 4.01 and 4.06;
Article V (except Section 5.08);

Sections 6.01, 6.02 (a), (c), (d), (e), (), (g), (h), (1), (1), (m), (n),
(o) and (p), 6.03, 6.04 and 6.06;

Section 8.01 (b);

Sections 9.01 (a), 9.04, 9.05, 9.06, 9.07, 9.08 and 9.09;
Section 10.01 except for the first sentence which is deleted;
Section 10.03;

Section 10.04, amended to read as follows: “Any dispute arising
out of or relating to this Agreement which is not settled by
agreement of the parties shall be finally settled by arbitration in
accordance with the UNCITRAL Arbitration Rules in force on
the date of this Agreement. The place of arbitration shall be
Washington, D.C. In the event of a conflict between the
UNCITRAL Arbitration Rules and the terms of this Agreement,
the terms of this Agreement shall govern.”;



(b)

(xii)

(xiii)

Article XI; and

Sections 12.01, 12.02, 12.03 and 12.04.

The General Conditions shall be modified as follows:

@

(i)

(iii)

(iv)

(V)

(vi)

(vii)

a new paragraph shall be added to the end of Section 2.01 to read
as follows: ‘“22. “Special Drawing Rights” and the symbol
“SDR” mean special drawing rights as valued by the
International Monetary Fund in accordance with its Articles of
Agreement.”;

the term “Bank”, wherever used in the General Conditions, other
than in Sections 5.01 (a) and 6.02 (f) thereof, means the Bank
acting as an implementing agency of the GEF;

the term “Borrower”, wherever used in the General Conditions,
means the Recipient;

the term “Loan Agreement”, wherever used in the General
Conditions, means this Agreement;

the term “Loan” and “loan”, wherever used in the General
Conditions, means the GEF Trust Fund Grant;

the term “Loan Account”, wherever used in the General
Conditions, means the GEF Trust Fund Grant Account, the
account opened by the Bank on its books in the name of the
Recipient to which the amount of the GEF Trust Fund Grant is
credited;

Section 4.01 is hereby amended to read as follows: “Except as
and the Bank and the Recipient shall otherwise agree,
withdrawals from the Loan Account shall be made in the
respective currencies in which the expenditures to be financed
out of the proceeds of the Loan have been paid or are payable.”;
and
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(viil) a new paragraph is added after paragraph (p) in Section 6.02 of
the General Conditions, as follows: “(q) an extraordinary
situation shall have arisen in which any further disbursement
under the GEF Trust Fund Grant would exceed the resources
available for disbursement from the GEF.”.

Section 1.02. Wherever used in this Agreement, unless the context otherwise
requires, the several terms defined in the General Conditions and in the Recitals to this
Agreement have the respective meanings therein set forth and the following additional
terms have the following meanings:

(a) “Amazon Region” means the tropical forest areas of the Legal Amazon
region established by Law Number 5.173 of October 27, 1966 and by Article 45 of the
Supplemental Law Number 31 of October 11, 1977;

(b) “Approved POA” means each annual operating plan referred to in Section
3.04 of this Agreement and paragraph 1 (c) of Schedule 6 to this Agreement;

(©) “Asset Management Contract” means the contract referred to in Section
3.07 (b) of this Agreement;

(d) “Asset Manager” means the manager referred to in Section 3.07 (b) of this
Agreement;
(e) “Beneficiary” means:
() in respect of a Sustainable Use Subproject, an association or

other organization representing a community which resides in or
around a Protected Area included in Part B of the Project; and

(i1) in respect of a Revenue Generation Subproject, an association,
non-governmental organization, corporation or other agency, or
an association or other organization representing a community,

all of which meet the criteria set forth in the Operational Manual to participate in
a Sustainable Use Subproject and/or a Revenue Generation Subproject under Parts B.4
(a) and C.3 of the Project, respectively;

(f) “Beneficiary Agreement” means any of the agreements referred to in
Section 3.01 (d) of this Agreement;
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(2) “Committees” means the General Coordination Committee, the Program
Committee, the Conflict Mediation Committee and the Technical Commission;

(h) “Conflict Mediation Committee” means the committee referred to in
Paragraph 1 (a) (ii) (E) of Schedule 6 to this Agreement;

)] “Eligible Population” means the eligible population set forth or referred to
in the Resettlement Framework;

() “Endowment Fund” means the endowment fund to be created by the
Recipient with financing from the proceeds of the GEF Trust Fund Grant and other public
and private donors to finance the costs associated with the maintenance and operation of
Strict Protection Protected Areas, and with the fiscalization and/or enforcement of
Sustainable Use Protected Areas, which shall be managed by the Recipient;

k) “Endowment Fund Eligible Protected Areas” means Protected Areas
eligible for financing by the Endowment Fund in accordance with the provisions of the
Endowment Fund Manual;

) “Endowment Fund Manual” means the manual for the operation of the
Endowment Fund, referred to in Section 3.06 of this Agreement, as the same may be
amended from time to time by agreement between the Bank and the Recipient;

(m) “Financial Monitoring Report” means each report prepared in accordance
with Section 4.02 of this Agreement;

(n) “FUNAI” means Fundacdo Nacional do Indio, the National Indian
Foundation established pursuant to the FRB’s Law No. 5371, of December 5, 1967;

(0) “FUNAI Cooperation Agreement’ means the agreement referred to in
paragraph 1 (g) of Schedule 6 to this Agreement;

(p) “FUNBIO’s Charter” means the Recipient’s by-laws approved by its
Board on October 1, 1999 and registered in the Registry of Juridical Persons on December
20, 1999;

(Q “General Coordination Committee” means the committee referred to in
paragraph 1 (a) (ii) (A) of Schedule 6 to this Agreement;
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() “IBAMA Implementation Agreement” means the agreement referred to in
Section 3.01 (b) (ii) of this Agreement;

(s) “INCRA” means Instituto Nacional de Colonizagdo e Reforma Agraria,
the National Land Reform and Colonization Agency established pursuant to the FRB’s Law
No. 1110 of July 9, 1970;

() “INCRA Cooperation Agreement” means the agreement referred to in
paragraph 1 (h) of Schedule 6 to this Agreement;

(u) “Indigenous Action Plan” or “IAP” means the plan developed in
accordance with the Indigenous Peoples Strategy;

(v) “Indigenous Peoples” means the indigenous peoples recognized as such by
FUNALI as eligible to benefit from the constitutional and other legal protection as
indigenous peoples;

(w) “Indigenous Peoples Strategy” means the strategy with measures to be
taken to ensure that Indigenous Peoples will not be harmed by the Project and to ensure
their participation and involvement in the implementation and monitoring of the Project as
it affects them, set forth in the letter from the MMA to the Bank, dated July 18, 2002;

(x) “Management Plan” means a document, prepared by IBAMA, a State or
a Municipality containing a set of management objectives sought to be achieved for a
Protected Area and a description of the strategies required to achieve such objectives, and
also as needed, containing a Resettlement Plan and/or Indigenous Action Plan following
the requirements of the Operational Manual;

(y) “MDA” means the Ministry of Agrarian Development;

(z) “MDJ” means the Ministry of Justice;

(aa)  “MMA Implementation Agreement” means the agreement referred to in
Section 3.01 (b) (i) of this Agreement;

(bb)  “Model Form” means respectively the model State Cooperation
Agreement, Municipality Cooperation Agreement, Sustainable Use Subproject Grant
Agreement and the Revenue Generation Subproject Grant Agreement, all as set forth in the
Operational Manual;
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(cc)  “Municipality” means any municipality or part thereof in the FRB’s
territory with jurisdiction over an existing or proposed Protected Area, which municipality
meets the requirements of the Operational Manual for participation in the Project;

(dd)  “Municipality Cooperation Agreement” means any of the agreements, with
a Municipality, referred to in Section 3.01 (b) (iii) of this Agreement;

(ee)  “Operational Manual” means the manual for the operation of the Project
referred to in Section 3.05 of this Agreement and paragraph (1) (d) of Schedule 6 to this
Agreement, as the same may be amended from time to time, after the approval by the
Program Committee, by agreement between the Bank and the Recipient;

(ff) “PA Management Council” means any council established pursuant to
Article 29 of the SNUC Law for the management of a Protected Area;

(gg) “PCU” means the unit referred to in paragraph 1 (a) (ii) (D) of Schedule
6 to this Agreement;

(hh)  “Performance Indicators” means the performance indicators to be used
for purposes of monitoring the progress of the Project set forth in the letter from MMA to
the Bank dated July 18, 2002;

(i1) “PMU” means the unit referred to in Section 3.01 (c) (i) of this
Agreement;
g5 “Presidential Decree” means a decree regulating the implementation of the

Program and the Project, in terms substantially in accordance with those in the draft
provided to the Bank on July 18, 2002;

(kk)  “Program Committee” means the committee referred to in paragraph 1 (a)
(ii) (B) of Schedule 6 to this Agreement;

n “Protected Area” means any Sustainable Use Protected Area or Strict
Protection Protected Area;

(mm) “Resettlement Framework” means the frameworks for preparing and
implementing plans as needed: (i) to mitigate the possible impact of restrictions on
livelihoods of people living in or around a Protected Area as a result of measures required
to manage such Protected Area (Process Framework); or (ii) to relocate and rehabilitate
Eligible Populations residing in a Protected Area (Resettlement Framework); set forth in
the letter from MMA to the Bank dated July 18, 2002;
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(nn)  “Resettlement Plan” means any plan prepared and implemented in
accordance with the Resettlement Framework;

(0o)  “Revenue Generation Subproject” means a discrete set of activities for
implementation of a financial mechanism or partnership to ensure the sustainability of a
Protected Area, which subproject is selected, approved and implemented in accordance
with the requirements of the Operational Manual;

(pp)  “Revenue Generation Subproject Grant” means a grant made or proposed
to be made by the Recipient out of the proceeds of the GEF Trust Fund Grant to a
Beneficiary for the financing of a Revenue Generation Subproject pursuant to the terms
of the Operational Manual;

(q@)  “Revenue Generation Subproject Grant Agreement” means any of the
agreements to be entered into between the Recipient and a Beneficiary providing for a
Revenue Generation Subproject Grant;

(rr) “Scientific Advisory Panel” means the panel referred to in Paragraph 1 (a)
(ii) (C) of Schedule 6 to this Agreement;

(ss) “SNUC Law” means the FRB’s Law No. 9985 of July 18, 2000
establishing the system of protected areas;

(tt) “Special Account” means the account referred to in Section 2.02 (b) of
this Agreement;

(uu)  “State” means any of the FRB’s states with jurisdiction over an existing
or proposed Protected Area, which State meets the requirements of the Operational
Manual for participation in the Project;

(vv)  “State Cooperation Agreement” means any of the agreements, with a
State, referred to in Section 3.01 (b) (iii) of this Agreement;

(ww)  “Strict Protection Protected Area” means any ecological station,
biological reserve or park, as defined in articles 9, 10, and 11 of the SNUC Law
respectively, which meets the criteria in the Operational Manual for creation under Part A
of the Project, consolidation under Part B of the Project or financing by the Endowment
Fund under Part C of the Project;

(xx)  “Subprojects” means collectively Sustainable Use Subprojects and
Revenue Generation Subprojects;
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(yy)  “Sustainable Use Protected Area” means an extractive reserve or a
sustainable development reserve as defined in Articles 18 and 20 of the SNUC Law
respectively, which meets the criteria set forth in the Operational Manual for the creation
of Protected Areas under Part A of the Project;

(zz)  “Sustainable Use Subproject” means a Subproject consisting of activities
of sustainable use of natural resources in the buffer zones of Strict Protected Areas
included in Part B. 4. (a) (ii) of the Project which subproject is selected, approved and
implemented in accordance with the requirements of the Operational Manual;

(aaa) “Sustainable Use Subproject Grant” means a grant made or proposed to
be made by the Recipient out of the proceeds of the GEF Trust Fund Grant to a
Beneficiary for the financing of a Sustainable Use Subproject pursuant to the terms of the
Operational Manual;

(bbb)  “Sustainable Use Subproject Grant Agreement” means any of the
agreements to be entered into between the Recipient and a Beneficiary providing for a
Sustainable Use Subproject Grant; and

(ccc) “Technical Commission” means the commission referred to in Section
3.01 (c) (ii) of this Agreement.

Section 1.03. Each reference in the General Conditions to the Project
implementation entity shall be deemed as a reference to IBAMA for Parts A, B (other
than B.4 (a) (ii) thereof), D and E (b) of the Project.

Section 1.04. Each reference in this Agreement to MMA shall be deemed as a
reference to MMA acting in the name and on behalf of the government of the FRB.

ARTICLE 11
The GEF Trust Fund Grant

Section 2.01. The Bank agrees to make available to the Recipient, on the terms
and conditions set forth or referred to in this Agreement, the GEF Trust Fund Grant in an
amount in various currencies equivalent to twenty-two million seven hundred thousand
Special Drawing Rights (SDR 22,700,000).
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Section 2.02. (a) The amount of the GEF Trust Fund Grant may be withdrawn
from the GEF Trust Fund Grant Account in accordance with the provisions of Schedule 1
to this Agreement for expenditures made (or, if the Bank shall so agree, to be made) in
respect of the reasonable cost of goods and services, and for capitalizing the Endowment
Fund, required for carrying out the Project and to be financed out of the proceeds of the
GEF Trust Fund Grant.

(b) The Recipient may, for the purposes of the Project, open and maintain in
Dollars a special deposit account in a commercial bank on terms and conditions
satisfactory to the Bank, including appropriate protection against set off, seizure or
attachment. Deposits into, and payments out of, the Special Account shall be made in
accordance with the provisions of Schedule 4 to this Agreement.

Section 2.03. The Closing Date shall be June 30, 2007 or such later date as the
Bank shall establish. The Bank shall promptly notify the Recipient of such later date.

ARTICLE III
Execution of the Project

Section 3.01. (a) The Recipient declares its commitment to the objectives of the
Project as set forth in Schedule 2 to this Agreement and, to this end, shall:

@) carry out Parts B.4 (a) (ii), C and E (a) of the Project with due
diligence and efficiency and in conformity with appropriate
administrative, financial, social and environmental standards and
practices, as well as in conformity with the Operational Manual,
the Endowment Fund Manual, the Approved POAs, and the
Performance Indicators and shall provide, promptly as needed,
the funds, facilities, services and other resources required for
Parts B.4 (a) (ii), C and E (a) of the Project; and

(ii) handle the procurement, disbursement and the financial
requirements of the GEF Trust Fund Grant for all Parts of the
Project in accordance with the provisions of Articles I, II, III and
IV of, and related Schedules to, this Agreement.

(b) The Recipient shall enter into agreements, under terms and conditions
satisfactory to the Bank, including those specified herein and in Schedule 6 to this
Agreement with:
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@) MMA in respect of Parts A, B (other than B.4 (a) (ii) thereof), D
and E (b) of the Project;

(i1) MMA and IBAMA in respect of Parts A, B (other than B.4 (a)
(ii) thereof), D and E (b) of the Project; and

(ili)  MMA and each State and Municipality in respect of Parts A, B
(other than B.4 (a) (ii) thereof), and D of the Project;

whereby MMA and IBAMA, and the respective State or Municipality, if
applicable, shall carry out their respective Parts of the Project with due diligence and
efficiency and in conformity with appropriate administrative, financial, social and
environmental standards and practices, as well as in conformity with the Operational
Manual, the Performance Indicators, the Endowment Fund Manual, the Approved POAs,
the Resettlement Framework, and the Indigenous Peoples Strategy and shall provide,
promptly as needed, the funds, facilities, services and other resources required for such
Parts of the Project.

(©) For the purposes of carrying out the Project, the Recipient shall establish
and maintain during Project implementation:

) a unit to manage the GEF Trust Fund Grant; and

(ii) technical commissions to oversee the management of the GEF
Trust Fund Grant and the Endowment Fund,

both with responsibilities, structure and functions satisfactory to the Bank.

(d) The Recipient shall enter into a Sustainable Use Subproject Grant
Agreement or a Revenue Generation Subproject Agreement, as the case may be, with each
Beneficiary, substantially in accordance with the terms of the Model Form and including,
inter alia, the Beneficiary’s obligation to:

(A) use the proceeds of the GEF Trust Fund Grant exclusively for
carrying out the Subproject in question; (B) provide, from its own
resources, a mandatory contribution for its Subproject; (C) have the
goods, works and services for the Subproject be procured in compliance
with the provisions of Schedule 3 to this Agreement; (D) take all action
necessary to facilitate compliance with the terms of Section 4.01 of this
Agreement in connection with the Subproject; (E) not use GEF Trust
Fund Grant proceeds to compensate for labor provided by the
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Beneficiary’s members; (F) abide by the technical and environmental
practices and systems required for the Subproject as set forth in the
Operational Manual; (G) comply with the prohibitions set forth in
Schedule 5 to this Agreement; (H) participate in periodic self-assessment
and monitoring of the Subproject; and (I) furnish to the Recipient, and
the Bank any information reasonably requested with respect to the
Subproject, as well as access reasonably requested to Subproject sites,
facilities and equipment.

(e) The Recipient shall exercise its rights and comply with its obligations
under the MMA Implementation Agreement, and the IBAMA Implementation Agreement,
and each of the Municipality Cooperation Agreements and State Cooperation Agreements
in such a manner as to protect the interests of the Recipient and the Bank and to accomplish
the purposes of the GEF Trust Fund Grant and, except as the Bank shall otherwise agree,
the Recipient shall not assign, amend, abrogate, waive or fail to enforce the MMA
Implementation Agreement or the IBAMA Implementation Agreement, or any of the
Municipality Cooperation Agreements or State Cooperation Agreements or any provision
thereof, or allow the Beneficiaries to assign, amend, abrogate, waive or fail to enforce their
Revenue Generation Subproject Grant Agreement, Sustainable Use Subproject Grant
Agreements or any provision thereof.

Section 3.02. Except as the Bank shall otherwise agree, procurement of the
goods, works and consultants’ services required for the Project and to be financed out of
the proceeds of the GEF Trust Fund Grant and the Endowment Fund shall be governed
by the provisions of Schedule 3 to this Agreement.

Section 3.03. The Recipient shall:

(a) maintain policies and procedures adequate to enable it to monitor and
evaluate on an ongoing basis, in accordance with the Performance Indicators, the carrying
out of Parts B.4 (a) (ii), C and E (a) of the Project, and the achievement of the objectives
thereof, as well as its financial management responsibilities for all Parts of the Project
financed by the GEF Trust Fund Grant;

(b) prepare, under terms of reference satisfactory to the Bank, and furnish to
the Bank, not later than twelve months after the Effective Date and every six months
thereafter during the period of Project implementation, reports integrating the results of the
evaluation activities performed pursuant to paragraph (a) of this Section, on the progress
achieved in the carrying out of Parts B.4 (a) (ii), C and E (a) of the Project during the
semester preceding the date of such reports and setting out the measures recommended to
ensure the efficient carrying out of such Parts of the Project and the achievement of the
objectives thereof during the semester following such date; and



- 14 -

(©) review with the Bank shortly after such reports’ preparation, the reports
referred to in paragraph (b) of this Section, and, thereafter, take all measures required to
ensure the efficient completion of the Project and the achievement of the objectives thereof,
based on the conclusions and recommendations of the said reports and taking into account
the Bank's views on the matter.

Section 3.04. The Recipient shall, by September 30 of each year during Project
implementation, prepare and furnish to the Bank, the proposed annual operating plan and
budget, satisfactory to the Bank, detailing the Project activities for Parts B.4 (a) (ii), C and
E (a) proposed to be carried out during the next succeeding year and the respective sources
of funding therefore, all approved following the procedures of the Operational Manual.

Section 3.05. The Recipient shall carry out Parts B.4 (a) (ii), C and E (a) of the
Project (other than the Endowment Fund) in accordance with a manual, satisfactory to the
Bank, which shall include, inter alia, the requirements set forth in paragraph (d) of
Schedule 6 to this Agreement.

Section 3.06. The Recipient shall issue a manual, satisfactory to the Bank, setting
forth specific rules and procedures for the operation of the Endowment Fund including,
inter alia, the Endowment Fund’s:

(a) governance structure;
(b) financial structure and asset manager’s role;
() mechanisms to finance operational costs of Endowment Fund Eligible

Protected Areas and preparation and implementation of the Management Plans related
thereto;

(d) the disbursement, auditing and reporting requirements, including those set
forth in Section 3.07 of this Agreement;

(e) the expenditures eligible for financing as operational costs of Endowment
Fund Eligible Protected Areas;

(f) the criteria for eligibility of Endowment Fund Eligible Protected Areas and
institutional arrangements required therefor; and

(2) monitoring and evaluation requirements.
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In case of any conflict between the terms of this Agreement and those of the
Endowment Fund Manual, the terms of this Agreement shall prevail.

Section 3.07. With respect to Part C.1 and C.2 of the Project:

(a) the Recipient shall deposit within the Endowment Fund all proceeds of the
GEF Trust Fund Grant disbursed under Category (5) of the table in paragraph 1 of Schedule
1 to this Agreement. Once so deposited, said proceeds shall constitute part of the
Endowment Fund’s capital, be kept segregated from funds deposited by other donors into
such fund, and shall be divided by the Recipient into:

@) a reserve in an amount satisfactory to the Bank, said amount to be
used, in accordance with the criteria and procedures set forth in
FUNBIO’s Charter and in the Endowment Fund Manual, only for
the purpose of covering shortfalls in investment income in a given
year; and

(i1) a fund to be invested by the Recipient so as to generate sufficient
income to cover the recurrent costs associated with the operation
and maintenance of Endowment Fund Eligible Protected Areas.

(b) The Endowment Fund’s capital shall be invested by the Recipient through
an internationally recognized financial manager employed in compliance with procedures
acceptable to the Bank, and including those in Schedule 3 to this Agreement, acting under a
contract, satisfactory to the Bank, between the Recipient and said manager, which contract
shall require said manager to:

1) invest the Endowment Fund capital in accordance with the
instructions issued by the Recipient and set forth in the
Endowment Fund Manual;

(i1) for each year of Project implementation, only release to the
Recipient investment income derived from the Endowment Fund’s
capital (and a portion of the Endowment Fund’s capital in case the
use of such portion has been given prior explicit approval in
writing by the Bank);

(iii) not later than one month after the end of each semester in the
relevant year of Project implementation, provide to the Recipient
and the Bank bi-annual reports regarding management
performance, capital value, asset allocation, and investment
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income (including dividends) with respect to the Endowment
Fund; and

(iv) provide the Recipient with information required by the Recipient
to comply with its obligations under Section 4.02 of this
Agreement in respect of the Endowment Fund.

(©) The Recipient shall exercise its rights and carry out its obligations under
the Asset Management Contract in such a manner so as to protect the interests of the Bank
and to accomplish the purposes of the GEF Trust Fund Grant. Except as the Bank may
otherwise agree, the Recipient shall not amend, waive or fail to enforce any provision of the
Asset Management Contract. In case of any conflict between the terms of the Asset
Management Contract and those of this Agreement, the terms of this Agreement shall
prevail.

(d) The Recipient shall provide the Bank with plans for the use of the proceeds
of the Endowment Fund (including a description of the procurement requirements for such
use) for each year of the Project.

Section 3.08. Amounts released by the Asset Manager to the Recipient under
Section 3.07 (b) (ii) of this Agreement shall be used for financing the recurrent costs of
Endowment Fund Eligible Protected Areas, all as prescribed, inter alia, in this Agreement,
the Endowment Fund Manual and each relevant Approved POA.

Section 3.09. For the purposes of Section 9.07 of the General Conditions and
without limitation thereto, the Recipient shall in respect of Parts B.4 (a) (ii), C and E (a) of
the Project:

(a) prepare, on the basis of guidelines acceptable to the Bank, and furnish to
the Bank not later than six months after the Closing Date or such later date as may be
agreed for this purpose between the Recipient and the Bank, a plan for the future operation
of Parts B.4 (a) (ii), C and E (a) of the Project; and

(b) afford the Bank a reasonable opportunity to exchange views with the
Recipient on said plan.
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ARTICLE 1V
Financial Conditions

Section 4.01. (a) The Recipient shall establish and thereafter maintain a financial
management system, including records and accounts, and prepare financial statements, all
in accordance with accounting standards acceptable to the Bank, consistently applied,
adequate to reflect its operations and financial condition and to register separately the
operations, resources and expenditures related to the Project (including, as a separate
item, the operations, financial condition, resources and expenditures of the Endowment
Fund).

(b) The Recipient shall:

@) have its records, accounts and financial statements (balance
sheets, statements of income and expenses and related
statements), and the records and accounts for the Special
Account and the Endowment Fund for each fiscal year audited,
in accordance with auditing standards acceptable to the Bank,
consistently applied, by independent auditors acceptable to the
Bank;

(i1) furnish to the Bank as soon as available, but in any case not later
than six months after the end of each such year: (A) certified
copies of the financial statements referred to in paragraph (a) of
this Section, and the Endowment Fund for such year as so
audited; and (B) an opinion on such statements and report of
such audit, by said auditors, of such scope and in such detail as
the Bank shall have reasonably requested; and

(iii)  furnish to the Bank such other information concerning such
records, accounts and financial statements, and the audit thereof,
and concerning said auditors, as the Bank may from time to time
reasonably request.

(©) For all expenditures with respect to which withdrawals from the GEF
Trust Fund Grant Account were made on the basis of statements of expenditure, the
Recipient shall:

@) maintain or cause to be maintained, in accordance with
paragraph (a) of this Section, records and separate accounts
reflecting such expenditures;
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retain, until at least one year after the Bank has received the
audit report for the fiscal year in which the last withdrawal from
the GEF Trust Fund Grant Account was made, all records
(contracts, orders, invoices, bills, receipts and other documents)
evidencing such expenditures;

enable the Bank’s representatives to examine such records; and

ensure that such records and accounts are included in the annual
audit referred to in paragraph (b) of this Section and that the
report of such audit contains a separate opinion by said auditors
as to whether the statements of expenditure submitted during
such fiscal year, together with the procedures and internal
controls involved in their preparation, can be relied upon to
support the related withdrawals.

Section 4.02. (a) Without limitation upon the Recipient’s progress reporting
obligations set out in Section 3.03 of this Agreement, the Recipient shall prepare and
furnish to the Bank a financial monitoring report, in form and substance satisfactory to

the Bank, which:

@

(i)

(iii)

sets forth sources and uses of funds for the Project, both
cumulatively and for the period covered by said report, showing
separately funds provided under the GEF Trust Fund Grant, and
explains variances between the actual and planned uses of such
funds;

describes physical progress in Project implementation, both
cumulatively and for the period covered by said report, and
explains variances between the actual and planned Project
implementation; and

sets forth the status of procurement under the Project, as at the
end of the period covered by said report.

(b) The first Financial Monitoring Report shall be furnished to the Bank not
later than 45 days after the end of the first calendar quarter after the Effective Date, and
shall cover the period from the incurrence of the first expenditure under the Project
through the end of such first calendar quarter; thereafter, each Financial Monitoring
Report shall be furnished to the Bank not later than 45 days after each subsequent
calendar quarter, and shall cover such calendar quarter.
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ARTICLE V

Remedies of the Bank

Section 5.01. Pursuant to Section 6.02 (p) of the General Conditions, the
following additional events are specified:

(a) MMA or IBAMA or INCRA or FUNAI shall have failed to perform any
of their respective obligations under the MMA Implementation Agreement, the IBAMA
Implementation Agreement, the INCRA Cooperation Agreement, or the FUNAI
Cooperation Agreement;

(b) MMA shall have assigned, amended, abrogated or failed to enforce the
MMA Implementation Agreement, the IBAMA Implementation Agreement, the INCRA
Cooperation Agreement or the FUNAI Cooperation Agreement without the Bank’s prior
agreement;

(c) Any State or Municipality shall have failed to perform any of their
respective obligations under the State Cooperation Agreement or Municipality
Cooperation Agreement provided, however, that the suspension of the Recipient’s right
to make withdrawals from the GEF Trust Fund Grant Account may be limited by the
Bank to withdrawals in respect of Project expenditures incurred or to be incurred by said
State or Municipality;

(d) the SNUC Law or the Presidential Decree shall have been amended,
suspended, abrogated, repealed or waived so as to affect materially and adversely the
ability of the Recipient, MMA or IBAMA, to perform any of its obligations under this
Agreement, the MMA Implementation Agreement, the IBAMA Implementation
Agreement, the INCRA Cooperation Agreement, or the FUNAI Cooperation Agreement;

(e) the KFW Grant Agreement or the Brazil Connects Grant Agreement
shall have failed to become effective by a date eighteen months after the Effective Date,
or such later date as the Bank may agree; provided, however, that the provisions of this
paragraph shall not apply if the Recipient or the FRB establish to the satisfaction of the
Bank that adequate funds for the Project are available to the Recipient from other sources
on terms and conditions consistent with the obligations of the Recipient under this
Agreement;
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() (1) Subject to subparagraph (ii) of this paragraph, the right of the
FRB or the Recipient, as the case may be, to withdraw the
proceeds of the KFW Grant or the WWF Grant or the Brazil
Connects Grant shall have been suspended, canceled or
terminated in whole or in part, pursuant to the terms of the KFW
Grant Agreement or the WWF Grant Agreement or the Brazil
Connects Grant Agreement; or

(ii) Subparagraph (i) of this paragraph shall not apply if the
Recipient or the FRB establish, to the satisfaction of the Bank
that: (A) such suspension, cancellation, or termination is not
caused by the failure of the Recipient or the FRB, as the case
may be, to perform any of their respective obligations under such
agreements; and (B) adequate funds for the Project are available
to the Recipient or the FRB from other sources on terms and
conditions consistent with the obligations of the Recipient under
this Agreement or MMA under the MMA Implementation
Agreement; and

(2) the Recipient shall have modified its governance structure in such a
manner that, in the Bank’s opinion, it jeopardizes its ability to control the Endowment
Fund and comply with the Project’s obligations related to the Endowment Fund.

ARTICLE VI
Effectiveness; Termination

Section 6.01. The following events are specified as additional conditions to the
effectiveness of this Agreement within the meaning of Section 12.01 (c) of the General
Conditions:

(a) the MMA Implementation Agreement has been signed on behalf of the
Recipient and MMA;

(b) the IBAMA Implementation Agreement has been signed on behalf of the
Recipient, IBAMA and MMA;

(c) the PMU has been established and staffed in form and substance
satisfactory to the Bank and in particular that the financial and procurement experts have
been employed and trained to the satisfaction of the Bank;



- 21 -

(d) the PCU has been established and staffed, and the Program Committee
and the Conflict Mediation Committee have been established;

(e) the Recipient, MMA and IBAMA have adopted the Operational Manual
in form and substance satisfactory to the Bank;

() the Recipient has adopted the Endowment Fund Manual;

(2) the Recipient has strengthened its financial management system in a
manner satisfactory to the Bank;

(h) the WWF Grant Agreement has been executed and delivered and all
conditions precedent to its effectiveness or to the right of the Recipient to make
withdrawals thereunder, except only the effectiveness of the GEF Trust Fund Grant
Agreement, have been fulfilled;

() the INCRA Cooperation Agreement and the FUNAI Cooperation
Agreement have been executed on behalf of the respective parties thereto;

G) the Recipient has furnished to the Bank terms of reference, satisfactory to
the Bank, for the hiring of the auditors referred to in Section 4.01 (b) (i) of this
Agreement; and

(k) the Presidential Decree has been enacted.

Section 6.02. The following are specified as additional matters, within the
meaning of Section 12.02 (c) of the General Conditions, to be included in the two
opinions to be furnished to the Bank, one on behalf of the Recipient and the other on
behalf of MMA:

(a) for the Recipient: that the MMA Implementation Agreement and the
IBAMA Implementation Agreement have been duly authorized or ratified by the
Recipient;

(b) for MMA that:

() the MMA Implementation Agreement has been duly signed by
MMA;
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(ii) the IBAMA Implementation Agreement has been duly signed by
MMA and IBAMA;

(iii) the INCRA Cooperation Agreement has been duly signed by
INCRA, MMA and MDA and

(iv) the FUNAI Cooperation Agreement has been duly signed by
FUNAIL MMA and MDJ; and

© that all said agreements are legally binding upon the parties thereto in
accordance with said agreements’ respective terms. The opinion on behalf of MMA
regarding the MMA Implementation Agreement, the IBAMA Implementation
Agreement, the INCRA Cooperation Agreement, and the FUNAI Cooperation
Agreement shall be issued by: (i) each Ministry’s respective counsel and counsel to
FUNAI and INCRA; or (ii) counsel to MMA.

Section 6.03. The date January 24, 2003 is hereby specified for the purposes of
Section 12.04 of the General Conditions.

Section 6.04. This Agreement shall continue in effect until the GEF Trust Fund
Grant has been fully disbursed and the parties to this Agreement have fulfilled all their
obligations hereunder.

ARTICLE VII
Representative of the Recipient; Addresses

Section 7.01. The Executive Director of the Recipient is designated as
representative of the Recipient for the purposes of Section 11.03 of the General
Conditions.

Section 7.02 The following addresses are specified for the purposes of
Section 11.01 of the General Conditions:
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For the Recipient:

Fundo Brasileiro para a Biodiversidade
Largo do IBAM 1 - 6° Andar
Rio de Janeiro, RJ

22271-070
Brazil
Facsimile:
(21) 2570829
For the Bank:

International Bank for
Reconstruction and Development

1818 H Street, N.W.

Washington, D.C. 20433

United States of America

Cable address: Telex:

INTBAFRAD 248423 (MCI)
Washington, D.C. 64145 (MCI)
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IN WITNESS WHEREOQF, the parties hereto, acting through their duly
authorized representatives, have caused this Agreement to be signed in their respective
names in the city of Brasilia, Brazil, as of the day and year first above written.

FUNDO BRASILEIRO PARA A BIODIVERSIDADE

By /s/ Pedro Wilson Leitdo Filho
Authorized Representative

INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT
as an implementing agency of the Global Environment Facility

By /s/ Vinod Thomas

Acting Regional Vice President
Latin America and the Caribbean
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SCHEDULE 1
Withdrawal of the Proceeds of the GEF Trust Fund Grant

1. The table below sets forth the Categories of items to be financed out of the
proceeds of the GEF Trust Fund Grant, the allocation of the amounts of the GEF Trust
Fund Grant to each Category and the percentage of expenditures for items so to be
financed in each Category:

Amount of the

GEF Trust Fund Grant Allocated % of
(Expressed in Expenditures
Category SDR Equivalent) to be Financed
(1) Goods for Part E of 150,000 100%
the Project
(2) Consultants’ services 3,900,000 100%
for Parts A.3 (a),
B.4 (a) (i), C.1,C.2,
and E of the Project
(3) Goods, works and 2,000,000 100%
Services for Sustainable
Use Subprojects
(4) Incremental Operating 1,900,000 86%
Costs
(5) Deposits into the capital 11,000,000 100%
of the Endowment Fund
(6) Special Services 1,500,000 100%
(7) Goods, works and services 900,000 100%
for Revenue Generation
Subprojects
(8) Unallocated 1,350,000

TOTAL 22,700,000
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2. For the purposes of this Schedule:

(a) the term “Incremental Operating Costs” means recurrent incremental costs,
that would not have been incurred absent the Project, associated with the implementation of
the Project (other than Part D thereof) by the Recipient, the MMA and IBAMA including:
(i) operation and maintenance of vehicles, repairs, fuel and spare parts; (ii) equipment and
computer maintenance; (iii) office supplies; (iv) rent for office facilities; (v) utilities; (vi)
travel and per diem costs for technical staff carrying out training, supervisory and quality
control activities; and

(b) “Special Services” means the cost of services for demarcation of Protected
Areas, reproduction of documents and printing, and for the logistical arrangement of
seminars, workshops and consultation activities.

3. Notwithstanding the provisions of paragraph 1 above, no withdrawals shall be
made in respect of:

(a) payments made for expenditures prior to the date of this Agreement
except that withdrawals, in an aggregate amount not exceeding the equivalent of
SDR1,132,000, may be made on account of payments made of expenditures within the
twelve months immediately prior to the date of this Agreement, but after May 29, 2002;

(b) payments under Sustainable Use Subprojects and Revenue Generation
Subprojects unless the respective: (i) draft Management Plan for the Protected Area
where the Subproject will be carried out has been approved by the Bank; and (ii)
Sustainable Use Subproject Grant Agreement or Revenue Generation Subproject Grant
Agreement shall have been entered into between the parties thereto; and

(c) payments under Category (5) unless:

(1) the Asset Management Contract has been signed by the parties
thereto; and

(i) an amount at least equivalent to the amount to be disbursed from
the GEF Trust Fund Grant Account has been deposited in the
Endowment Fund by other donors.

4. The Bank may require withdrawals from the GEF Trust Fund Grant Account to
be made on the basis of statements of expenditure for expenditures for, under such terms
and conditions as the Bank shall specify by notice to the Recipient:
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(a) goods, Subprojects, Incremental Operating Costs and Special Services;

(b) consultant firms under contracts costing less than $100,000 equivalent;
and

(c) individual consultants under contracts costing less than $50,000
equivalent.
5. Without prejudice to the provisions of Part B of paragraph 6 of Schedule 4 to this

Agreement, the Recipient shall promptly refund, and/or (in the case of the Endowment
Fund) cause the Asset Manager to refund, to the Bank, the GEF Trust Fund Grant
proceeds disbursed by the Bank, and the investment income generated by the Endowment
Fund therefrom, in whole or in part, at the Bank’s option, if:

(a) the Bank shall have determined at any time that any payment made from
the GEF Trust Fund Grant Account (or from the investment income generated therefrom
by the Endowment Fund) was used for any expenditure not consistent with the provisions
of this Agreement and the Recipient has not remedied the situation to the satisfaction of
the Bank after a period of 90 (ninety) days after notice thereof shall have been given by
the Bank of the Recipient;

(b) the Bank shall have determined, at any time, that the Recipient shall have
failed to perform any of its obligations under this Agreement and the Recipient has not
remedied the situation to the satisfaction of the Bank after a period of 90 (ninety) days
after notice thereof shall have been given by the Bank of the Recipient;

(©) expenditures from the GEF Trust Fund Grant Account (or from the
investment income generated therefrom by the Endowment Fund) were made: (i) in the
territories of any country which is not a member of the Bank or for goods procured in, or
services supplied from, such territories; or (ii) on account of any payment to persons or
entities, or any import of goods, if such payment or import is prohibited by a decision of
the United Nations Security Council taken under Chapter VII of the Charter of the United
Nations; and

(d) expenditures from the GEF Trust Fund Grant Account (or from the
investment income generated therefrom by the Endowment Fund) were made under a
contract in respect of which the Bank determines that corrupt or fraudulent practices were
engaged in by representatives of the Recipient, or of a beneficiary of the GEF Trust Fund
Grant during the procurement or execution of such contract, without the Recipient having
taken timely and appropriate action satisfactory to the Bank to remedy the situation.
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6. Refunds to the Bank, of GEF Trust Fund Grant proceeds, made pursuant to
paragraph 5 shall be credited to the GEF Trust Fund Grant Account for subsequent
withdrawal or for cancellation in accordance with the provisions of this Agreement.
Except for such portions thereof for which a refund to the Bank is required pursuant to
the terms of this Agreement, the Recipient may keep in perpetuity funds disbursed to it
under Category (5) of the table in paragraph 1 of this Schedule.
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SCHEDULE 2

Description of the Project

The objective of the Project is to expand and consolidate the system of Protected
Areas in the Amazon Region.

The Project consists of the following parts, subject to such modifications thereof
as the Recipient and the Bank may agree upon from time to time to achieve such
objectives.

Part A: Creation of Sustainable Use Protected Areas and Strict Protection Protected Areas

Creation of approximately nine million hectares of Strict Protection Protected
Areas and approximately nine million hectares of Sustainable Use Protected Areas,
through, inter alia:

1. The collection of biological, social, and economic data in the Amazon Region
and consolidation of such data, as needed to select Protected Areas, with updated satellite
images.

2. The carrying out of environmental, social, and land tenure assessments as needed
to establish Protected Areas, and implementation of consultations with stakeholders at the
federal, state and municipal levels to discuss the proposed areas and related FRB’s,
State’s or Municipality’s decrees.

3. Upon enactment of each FRB, State or Municipality decree as the case may be,
establishing a Protected Area:

(a) demarcation of the boundaries of the Protected Area in question; and

(b) carrying out of minimum pre-Management Plan activities such as land
acquisition where needed, preparation of interim basic protection plans, and construction
of essential infrastructure and purchase of essential equipment and hiring and training of
essential personnel, for:

() the Sustainable Use Protected Area in question (if the relevant
decree is for a Sustainable Use Protected Area); and
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(ii) the Strict Protection Protected Area in question (if the relevant
decree is for a Strict Protection Protected Area),

as required to ensure that such Protected Areas are a reality on the ground,
instead of just on paper, as a prelude to eventual full management planning therefor.

Part B: Consolidation of Strict Protection Protected Areas

Consolidation of the new Strict Protection Protected Areas established under Part
A of the Project and of approximately seven million hectares of Strict Protection
Protected Areas in existence since before Project implementation, including, inter alia:

1. With respect to said existing Strict Protection Protected Area demarcation and
land regularizations, including land tenure assessments, baseline land registry surveys,
ground surveys, private property infrastructure surveys, and mapping and acquisition of
lands where needed and workshops to disseminate conflict resolution methods to settle
boundary disputes between private landholders and Protected Areas.

2. Construction of infrastructure and the provision of emergency and
communication and patrolling equipment and staffing, and preparation of Management
Plans with respect to said new and said existing Strict Protection Protected Areas.

3. Implementation of approximately 20 Management Plans for the Strict Protection
Protected Areas consolidated under Part B of the Project.

4. (a) (1) Establishment and/or operation of PA Management Councils and
partnerships with non-governmental organizations (NGOs) for
Strict Protection Protected Area management, among others; and

(ii) implementation of Sustainable Use Subprojects.

(b) Training of IBAMA staff, and staff of other agencies and communities
involved in the management of Strict Protection Protected Areas, to strengthen their
technical, administrative and financial management skills.

Part C: Long Term Sustainability of Protected Areas

1. Creation of the administrative, financial, and legal structure for the Endowment
Fund, and development and implementation of a strategy for the capitalization of such
Endowment Fund.
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2. Carrying out of studies to evaluate financial mechanisms (such as ecotourism,
fiscal incentives and royalties) for revenue generation in Protected Areas, to assess the
viability of income generation activities in the buffer zones of Protected Areas, and to
prepare subprojects (including Revenue Generation Subprojects) to apply any such
mechanisms or activities.

3. Implementation of Revenue Generation Subprojects in Protected Areas and the
buffer zones thereto.

Part D: Protected Area Monitoring

1. Establishment of a biodiversity monitoring system and analysis of new and
existing Protected Areas. Such monitoring system would include information on: (a)
biodiversity status (key indicator groups); (b) pressure on ecosystems (levels of threat);
(c) water resources and climate; (d) island effects (levels of connectivity); and (e)
management effectiveness.

2. Training activities for staff of Protected Areas (IBAMA and environmental
agencies of States and Municipalities) on data collection and implementation of the
biodiversity monitoring system, as well as dissemination activities aimed at preparing
local communities to access, and to provide, information relevant to Protected Area
monitoring.

Part E: Project Coordination and Management

Establishment and operation (including equipping) of: (a) the PMU; and (b) the
PCU and Committees responsible, inter alia, for: (i) preparation of the Approved POAs;
(ii) preparation of supervision reports and other Project reports; (iii) monitoring and
evaluation of Project activities; and (iv) financial management and accountability.

The Project is expected to be completed by December 31, 2006.
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SCHEDULE 3

Procurement and Consultants’ Services

Section I. Procurement of Goods and Works

Part A: General

Goods, works and services shall be procured in accordance with the provisions of
Section I of the “Guidelines for Procurement under IBRD Loans and IDA Credits”
published by the Bank in January 1995 and revised in January and August 1996,
September 1997 and January 1999 (the Guidelines) and the following provisions of
Section I of this Schedule.

Part B: Shopping

Goods for Part E of the Project and for Subprojects, and services for demarcation
of Protected Areas, reproduction of documents and printing, shall be procured under
contracts awarded on the basis of shopping procedures in accordance with the provisions
of paragraphs 3.5 and 3.6 of the Guidelines.

Part C: Procurement of Small Works

Works for Subprojects and for activities financed under the Endowment Fund
shall be procured under lump-sum, fixed-price contracts awarded on the basis of
quotations obtained from three (3) qualified domestic contractors in response to a written
invitation. The invitation shall include a detailed description of the works, including basic
specifications, the required completion date, a basic form of agreement acceptable to the
Bank, and relevant drawings, where applicable. The award shall be made to the
contractor who offers the lowest price quotation for the required work and who has the
experience and resources to complete the contract successfully.

Part D: Review by the Bank of Procurement Decisions

1. Procurement Planning

Prior to the issuance of any invitations for quotations, the proposed procurement
plan for the Project shall be furnished to the Bank for its review and approval, in
accordance with the provisions of paragraph 1 of Appendix 1 to the Guidelines.
Procurement of all goods and works shall be undertaken in accordance with such
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procurement plan as shall have been approved by the Bank, and with the provisions of
said paragraph 1.

2. Prior Review

With respect to the first two contracts for goods and works procured in
accordance with the requirements of Parts B and C of this Section; the following
procedures shall apply:

(a) prior to the selection of any supplier or contractor under shopping
procedures, the Recipient shall provide to the Bank a report on the comparison and
evaluation of quotations received;

(b) prior to the execution of any contract procured under shopping
procedures (including small works), the Recipient shall provide to the Bank a copy of the
specifications and the draft contract; and

(©) the procedures set forth in paragraphs 2 (f), 2 (g) and 3 of Appendix 1 to
the Guidelines shall apply.

3. Post Review

With respect to each contract not governed by paragraph 2 of this Part, the
procedures set forth in paragraph 4 of Appendix 1 to the Guidelines shall apply.

Section II. Employment of Consultants

Part A: General

Consultants’ services shall be procured in accordance with the provisions of
Sections I and IV of the “Guidelines: Selection and Employment of Consultants by
World Bank Borrowers” published by the Bank in January 1997 and revised in
September 1997, January 1999 and May 2002 (the Consultant Guidelines), paragraph 1
of Appendix 1 thereto, Appendix 2 thereto, and the following provisions of this Section.

Part B: Quality- and Cost-based Selection

1. Except as otherwise provided in Part C of this Section, consultants’ services shall
be procured under contracts awarded in accordance with the provisions of Section II of
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the Consultant Guidelines, and the provisions of paragraphs 3.13 through 3.18 thereof
applicable to quality- and cost-based selection of consultants.

2. The following provision shall apply to consultants’ services to be procured under
contracts awarded in accordance with the provisions of the preceding paragraph: the
short list of consultants for services, estimated to cost less than $200,000 equivalent per
contract, may comprise entirely national consultants in accordance with the provisions of
paragraph 2.7 and footnote 8 of the Consultant Guidelines.

Part C: Other Procedures

1. Least-cost Selection

Services for the development of a computer network, auditing and accounting not
exceeding in the aggregate $300,000 equivalent, may be procured under contracts
awarded in accordance with the provisions of paragraphs 3.1 and 3.6 of the Consultant
Guidelines.

2. Selection Based on Consultants’ Qualifications

Services for organization of workshops, monitoring, and legal studies under Part
C of the project, not exceeding in the aggregate $200,000 equivalent, may be procured
under contracts awarded in accordance with the provisions of paragraphs 3.1 and 3.7 of
the Consultant Guidelines.

3. Individual Consultants

Advisory services for the PMU and PCU for tasks that meet the requirements set
forth in paragraph 5.1 of the Consultant Guidelines, and not exceeding in the aggregate
$3,200,000 equivalent, shall be procured under contracts awarded in accordance with the
provisions of paragraphs 5.1 through 5.3 of the Consultant Guidelines.

Part D: Review by the Bank of the Selection of Consultants

1. Selection Planning

A plan for the selection of consultants, which shall include contract cost
estimates, contract packaging, and applicable selection criteria and procedures, shall be
furnished to the Bank, for its review and approval, prior to the issuance to consultants of
any requests for proposals. Such plan shall be updated every 6 months during the
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execution of the Project, and each such updating shall be furnished to the Bank for its
review and approval. Selection of all consultants’ services shall be undertaken in
accordance with such selection plan (as updated from time to time) as shall have been
approved by the Bank.

2. Prior Review

(a) With respect to each contract for the employment of consulting firms
estimated to cost the equivalent of $100,000 or more, the procedures set forth in
paragraphs 2, 3 and 5 of Appendix 1 to the Consultant Guidelines shall apply.

(b) With respect to each contract for the employment of individual
consultants estimated to cost the equivalent of $50,000 or more, the report on the
comparison of the qualifications and experience of candidates, the qualifications,
experience and the terms of reference and terms of employment of the consultants shall
be furnished to the Bank for its prior review and approval. The contract shall be awarded
only after the said approval shall have been given. The provisions of paragraph 3 of
Appendix 1 to the Consultants’ Guidelines shall also apply to such contracts.

(©) With respect to each contract for the employment of individual
consultants estimated to cost less then the equivalent of $50,000 but more then the
equivalent of $20,000, the terms of reference of the consultants shall be furnished to the
Bank for its prior review and approval. The contract shall be awarded only after said
approval shall have been given.

3. Post Review

With respect to each contract not governed by paragraph 2 of this Part, the
procedures set forth in paragraph 4 of Appendix 1 to the Consultant Guidelines shall

apply.
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SCHEDULE 4
Special Account
1. For the purposes of this Schedule:

(a) the term “eligible Categories” means Categories (1), (2), (3), (4), (6) and
(7) set forth in the table in paragraph 1 of Schedule 1 to this Agreement;

(b) the term “eligible expenditures” means expenditures in respect of the
reasonable cost of goods and services required for the Project and to be financed out of
the proceeds of the GEF Trust Fund Grant allocated from time to time to the eligible
Categories in accordance with the provisions of Schedule 1 to this Agreement; and

(c) the term “Authorized Allocation” means an amount equivalent to
$2,500,000 to be withdrawn from the GEF Trust Fund Grant Account and deposited into
the Special Account pursuant to paragraph 3 (a) of this Schedule.

2. Payments out of the Special Account shall be made exclusively for eligible
expenditures in accordance with the provisions of this Schedule.

3. After the Bank has received evidence satisfactory to it that the Special Account
has been duly opened, withdrawals of the Authorized Allocation and subsequent
withdrawals to replenish the Special Account shall be made as follows:

(a) For withdrawals of the Authorized Allocation, the Recipient shall furnish
to the Bank a request or requests for deposit into the Special Account of an amount or
amounts which do not exceed the aggregate amount of the Authorized Allocation. On the
basis of such request or requests, the Bank shall, on behalf of the Recipient, withdraw
from the GEF Trust Fund Grant Account and deposit into the Special Account such
amount or amounts as the Recipient shall have requested.

(b) (1) For replenishment of the Special Account, the Recipient shall
furnish to the Bank requests for deposits into the Special
Account at such intervals as the Bank shall specitfy.

(i1) Prior to or at the time of each such request, the Recipient shall
furnish to the Bank the documents and other evidence required
pursuant to paragraph 4 of this Schedule for the payment or
payments in respect of which replenishment is requested. On the
basis of each such request, the Bank shall, on behalf of the
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Recipient, withdraw from the GEF Trust Fund Grant Account
and deposit into the Special Account such amount as the
Recipient shall have requested and as shall have been shown by
said documents and other evidence to have been paid out of the
Special Account for eligible expenditures. All such deposits shall
be withdrawn by the Bank from the GEF Trust Fund Grant
Account under the respective eligible Categories, and in the
respective equivalent amounts, as shall have been justified by
said documents and other evidence.

4, For each payment made by the Recipient out of the Special Account, the
Recipient shall, at such time as the Bank shall reasonably request, furnish to the Bank
such documents and other evidence showing that such payment was made exclusively for
eligible expenditures.

5. Notwithstanding the provisions of paragraph 3 of this Schedule, the Bank shall
not be required to make further deposits into the Special Account:

(a) if, at any time, the Bank shall have determined that all further
withdrawals should be made by the Recipient directly from the GEF Trust Fund Grant
Account in accordance with the provisions of Article V of the General Conditions and
paragraph (a) of Section 2.02 of this Agreement;

(b) if the Recipient shall have failed to furnish to the Bank, within the period
of time specified in Section 4.01 (b) (ii) of this Agreement, any of the audit reports
required to be furnished to the Bank pursuant to said Section in respect of the audit of the
records and accounts for the Special Account;

(©) if, at any time, the Bank shall have notified the Recipient of its intention
to suspend in whole or in part the right of the Recipient to make withdrawals from the
GEF Trust Fund Grant Account pursuant to the provisions of Section 6.02 of the General
Conditions; or

(d) once the total unwithdrawn amount of the GEF Trust Fund Grant
allocated to the eligible Category minus the total amount of all outstanding special
commitments entered into by the Bank pursuant to Section 5.02 of the General
Conditions with respect to the Project, shall equal the equivalent of twice the amount of
the Authorized Allocation.

Thereafter, withdrawal from the GEF Trust Fund Grant Account of the remaining
unwithdrawn amount of the GEF Trust Fund Grant allocated to the eligible Category
shall follow such procedures as the Bank shall specify by notice to the Recipient. Such
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further withdrawals shall be made only after and to the extent that the Bank shall have
been satisfied that all such amounts remaining on deposit in the Special Account as of the
date of such notice will be utilized in making payments for eligible expenditures.

6. (a) If the Bank shall have determined at any time that any payment out of the
Special Account: (i) was made for an expenditure or in an amount not eligible pursuant to
paragraph 2 of this Schedule; or (ii) was not justified by the evidence furnished to the
Bank, the Recipient shall, promptly upon notice from the Bank: (A) provide such
additional evidence as the Bank may request; or (B) deposit into the Special Account (or,
if the Bank shall so request, refund to the Bank) an amount equal to the amount of such
payment or the portion thereof not so eligible or justified. Unless the Bank shall
otherwise agree, no further deposit by the Bank into the Special Account shall be made
until the Recipient has provided such evidence or made such deposit or refund, as the
case may be.

(b) If the Bank shall have determined at any time that any amount
outstanding in the Special Account will not be required to cover further payments for
eligible expenditures, the Recipient shall, promptly upon notice from the Bank, refund to
the Bank such outstanding amount.

© The Recipient may, upon notice to the Bank, refund to the Bank all or
any portion of the funds on deposit in the Special Account.

(d) Refunds to the Bank made pursuant to paragraphs 6 (a), (b) and (c) of
this Schedule shall be credited to the GEF Trust Fund Grant Account for subsequent
withdrawal or for cancellation in accordance with the relevant provisions of this
Agreement, including the General Conditions.
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SCHEDULE 5

Provisions Regarding Management Plans, Subprojects for/or Affecting a Protected
Area

No Management Plans or Subprojects in or affecting a Protected Area may
involve or relate to:

(a) investments in timber harvesting operations or in timber processing
equipment (except with respect to plantations in non-forested areas, in heavily degraded
forested areas, or in areas already planted; or except with respect to controlled,
community based, sustained-yield forest management; but in no case commercial logging
in areas of primary tropical moist forest);

(b) investments in any road-related civil works or engineering;

() mere consumption or transfer of ownership;

(d) financing of debts and liabilities;

(e) purchase or rental of land (except as may be financed with other than
GEF Trust Fund Grant proceeds);

(f) provision of welfare or other social assistance;

(2) financing of any operating costs that would not have been incurred
absent the Subproject;

(h) activities relating to, or in preparation for, exploitation of any plant or
animal species listed in the Convention on International Trade in Endangered Species of
Fauna and Flora (CITES) or in the FRB’s list of threatened species, except that such
activities may be carried out as part of a Plan or Subproject, with the prior approval of the
Bank, if the individual plant or animal specimens in question: (i) are of a species not
listed in CITES Appendix I or qualify as part of CITES Appendix II pursuant to CITES
Article VII (4); (ii) qualify for the issuance of certificates pursuant to CITES Article VII
(5) and are bred or propagated from parent specimens that also qualify for the issuance of
such certificates; and (iii) are to be placed in trade or otherwise disposed of in a manner
specifically approved by MMA and consistent with the terms of CITES and of FRB’s
law;
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(1) use of pesticides that are formulated products within classes IA and IB of
the World Health Organization’s Recommended Classification of Pesticides by Hazard
and Guidelines to Classification (Geneva: World Health Organization, 1994-95;
hereinafter WHO Guidelines), or are formulations of products in Class II of the WHO
Guidelines;

G) reconversion out of shaded coffee or expansion of non-shaded coffee
production;

(k) extensive livestock use in medium- or high-altitude areas;

) introduction or promotion of invasive species not native to the Protected

Area in question;

(m) establishment, maintenance or expansion of timber plantations in
forested areas (unless the forested areas in which such actions would take place are
heavily degraded); and/or

(n) significant conversion or degradation of critical or other natural habitats
(as such terms are defined in the Bank’s June 2001 Operational Policy 4.04, Annex A, on
natural habitats).
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SCHEDULE 6

Terms and Conditions of the MMA Implementation Agreement, the IBAMA
Implementation Agreement, the State Cooperation Agreements and the

Municipality Cooperation Agreements

1. MMA Implementation Agreement

The MMA Implementation_Agreement shall contain the following provisions:

(a) MMA has satisfied itself as to the feasibility and priority of the Project

and shall:

@

(i)

(A)

(B)

©

carry out Parts A, B (other than B.4 (a) (ii) thereof), D
and E (b) of the Project with due diligence and
efficiency and in conformity with administrative,
financial, social and environmental standards and
practices, as well as in conformity with the provisions of
the GEF Trust Fund Grant Agreement, the Operational
Manual, the Endowment Fund Manual, the Approved
POA, the Resettlement Framework and the Indigenous
Strategy;

provide, promptly as needed, the funds, services and
other resources required for Parts A, B (other than B.4
(a) (i1) thereof), D and E (b) of the Project; and

coordinate with IBAMA, INCRA, FUNAI and other
national and international institutions to ensure that such
institutions provide promptly as needed, the funds,
services and other resources required for the
implementation of the Resettlement Framework and the
Indigenous Strategy; and

establish and maintain during Project implementation:

(A)

(B)

a committee to oversee the implementation of the
Project;

a committee to provide policy and strategy guidance in
the implementation of the Project;
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© a scientific panel to advise on the identification of new
Protected Areas;

(D) a unit to coordinate execution and monitoring of the
Project; and

(E) a committee to address social conflicts arising as a result
of Project implementation,

all with responsibilities, structure, composition and functions agreed with the

Bank.

(b) MMA shall:

(1)

(ii)

(iii)

maintain policies and procedures adequate to enable it to monitor
and evaluate on an ongoing basis, in accordance with the
Performance Indicators, the carrying out of Parts A, B, (other than
B4 (a) (ii) thereof), D and E (b) of the Project and the
achievement of the objectives thereof;

prepare, under terms of reference agreed with the Bank, and
furnish to the Bank not later than one year after the Effective Date
and every six months thereafter during the period of Project
implementation, reports integrating the results of the evaluation
activities performed pursuant to subparagraph (i) of this
paragraph, on the progress achieved in the carrying out of such
Parts of the Project during the semester preceding the date of such
reports and setting out the measures recommended to ensure the
efficient carrying out of such Parts of the Project and the
achievement of the objectives thereof during the semester
following such date; and

review with the Bank shortly after such reports’ preparation, the
reports referred to in paragraph (ii) of this Section, and, thereafter,
take all measures required to ensure the efficient completion of
Parts A, B (other than B.4 (a) (ii) thereof), D and E (b) of the
Project and the achievement of the objectives thereof, based on the
conclusions and recommendations of the said reports and taking
into account the Bank's views on the matter.

(©) MMA shall, by September 30 of each year during Project implementation,
commencing September 30, 2003, prepare jointly with IBAMA, or the States and
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Municipalities if applicable, and furnish to the Bank, the proposed annual operating plan
and budget, agreed with the Bank, detailing the Project activities for Parts A, B (other than
B.4 (a) (ii) thereof), D and E (b) proposed to be carried out during the next succeeding year
and the respective sources of funding therefor, all approved following the procedures of the
Operational Manual.

(d MMA shall carry out Parts A, B (other than B.4 (a) (ii) thereof), D and E
(b) of the Project in accordance with a manual, agreed with the Bank, said manual to
include, inter alia:

1) the organizational structure of the Project, the procurement and
financial requirements, and the procedures for the carrying out,
monitoring and evaluation of the Project;

(ii) criteria for the identification, creation and consolidation of
Protected Areas;

(iii) requirements for the preparation, approval and implementation of
Management Plans, each such Management Plan to include the
Protected Area’s arrangements for, inter alia:

(A) environmental monitoring;

(B) buffer zone management and control;

(© surveillance;
(D) administration and maintenance;
(E) infrastructure and equipment;

(F staffing;

(G) institutional ~ cooperation  through  partnerships,
concession arrangements or other associations for the
management of the Protected Area; and

(H) compensation for loss of livelihood;
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(iv) criteria for the selection of Beneficiaries and for the financing of
Sustainable Use Subproject Grants and Revenue Generation
Subproject Grants;

(v) requirements for the selection, approval and implementation of
Sustainable Use Subprojects and Revenue Generation Subprojects,
including the environmental screening, evaluation, approval and
monitoring procedures and those set forth in Schedule 5 to this
Agreement;

(vi) the model draft agreement for State Cooperation Agreements and
Municipality Cooperation Agreements;

(vii)  the model draft agreement for Sustainable Use Subproject Grant
Agreements and Revenue Generation Subproject Grant
Agreements; and

(viii)  the Resettlement Framework and Indigenous Peoples Strategy.

In the case of any conflict between the terms of the GEF Trust Fund Grant
Agreement and those of the Operational Manual, the terms of the GEF Trust Fund Grant
Agreement shall prevail.

(e) MMA shall prepare and submit to the Bank for approval each draft
Management Plan prior to its implementation under Part C of the Project.

(f) MMA shall enter into the IBAMA Cooperation Agreement, the State
Cooperation Agreements and the Municipality Cooperation Agreements.

(2) MMA and MDJ shall enter into a cooperation agreement with FUNAI,
under terms and conditions substantially in accordance with those in the Indigenous
Peoples Strategy to set forth that MMA and FUNALI shall, in the event that the creation or
consolidation of a Protected Area will affect Indigenous Peoples living in and around a
Protected Area, comply with the requirements of the Indigenous Strategy and carry out the
IAP as set forth therein.

(h) MMA and MDA shall enter into a cooperation agreement with INCRA,
under terms and conditions substantially in accordance with those in the Resettlement
Framework to set forth that MMA and INCRA shall, in the event that the creation or
consolidation of a Protected Area will require the resettlement of Eligible Population, or
affect the livelihood of Eligible Population living in or around a Protected Area, comply
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with the requirements of the Resettlement Framework and carry out the Resettlement Plans
as set forth therein.

() MMA, and MDA in the case of the INCRA Cooperation Agreement, and
MDJ in the case of FUNAI Cooperation Agreement shall exercise their rights and comply
with their respective obligations under the MMA Implementation Agreement, the
IBAMA Implementation Agreement, each State Cooperation Agreement, each
Municipality Cooperation Agreement, the INCRA Cooperation Agreement and the
FUNAI Cooperation Agreement, in such a manner as to accomplish the objectives of the
Project.

() For the purposes of Section 9.07 of the General Conditions and without
limitation thereto, the PCU shall:

(1) prepare, on the basis of guidelines acceptable to the Bank, and
furnish to the Bank not later than six months after the Closing
Date or such later date as may be agreed for this purpose
between the Bank, a plan for the future operation of Parts A, B
(other than B.4 (a) (ii) thereof), D and E (b) of the Project; and

(i1) afford the Bank a reasonable opportunity to exchange views with
the said plan.

(k) MMA shall:

() assist the Recipient in the procurement of the goods, works and
services required for the Project in accordance with the
provisions of the GEF Trust Fund Grant Agreement;

(i1) use the goods and services procured by the Recipient on its
behalf for the purposes for which they were purchased; and

(ii1) enable the Bank to visit the sites and review the records
maintained for the Project.

) MMA shall enter into an agreement with each State and Municipality,
substantially in accordance with the model draft agreements included in the Operational
Manual, including those set forth in paragraphs 3 and 4 of this Schedule.

(m) The Recipient shall manage the GEF Trust Fund Grant proceeds for Parts
A, B, D and E of the Project carried out by MMA and coordinate its execution.
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2. IBAMA Implementation Agreement

The IBAMA Implementation Agreement will contain the following provisions:

(a) IBAMA shall comply mutatis mutandis with the obligations set forth in
paragraphs (a) (i) and (ii) (A), (b) through (g) and (k) through (m) of paragraph 1 of this
Schedule and in particular:

(1) prepare, analyze and send to the PCU the Approved POAs for
the existing Protected Areas to be consolidated;

(ii) carry out technical studies in the proposed polygons before the
creation of new Protected Areas approved in the Approved
POAs;

(iii) carry out the supervision of the consolidation of the management
of existing FRB’s Protected Areas approved in the Approved
POAs; and

(iv) use the amounts disbursed by the Recipient for financing the
recurrent costs of Endowment Fund Eligible Protected Areas in
accordance with the Endowment Fund Manual and each relevant
Approved POA.

(b) The Recipient shall manage the GEF Trust Fund Grant proceeds for Parts
A, B, D and E of the Project.

3. State Cooperation Agreement

Each State Cooperation Agreement shall contain the following provisions:

(a) The State shall comply mutatis mutandis with the obligations set forth in
paragraphs (a) (i), (b) through (g) and (k) through (m) of paragraph 1 of this Schedule
and enter into contractual arrangements or agreements with its agencies as needed to
discharge its obligations under paragraph (a) (i) above.

(b) The Recipient shall manage the GEF Trust Fund Grant proceeds for Parts
A, B, D and E of the Project.
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4, Municipality Cooperation Agreement

Each Municipality Cooperation Agreement shall contain the following
provisions:

(a) The Municipality shall comply mutatis mutandis with the obligations set
forth in paragraphs (a) (i), (b) through (g) and (k) through (m) of paragraph 1 of this
Schedule, and enter into contractual arrangements or agreements with its agencies as
needed to discharge its obligations under paragraph (a) (i) above.

(b) The Recipient shall manage the GEF Trust Fund Grant proceeds for Parts
A, B, D and E of the Project.

5. General

All agreements contemplated by this Schedule shall contain provisions that in
case of any conflict of any provision of such agreements with the GEF Trust Fund Grant
Agreement, the provisions of the GEF Trust Fund Grant Agreement will prevail.
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A. Basic Information

Amazon Region

Country: Brazil Project Name:
ountry razl roject Natne Protected Areas (GEF)
Project ID: P058503 L/C/TF Number(s): TF-51240
ICR Date: 06/29/2009 ICR Type: Core ICR
Lending Instrument: ~ |SIL Borrower: FUNBIO
Original Total
nieina’ ot USD 30.0M Disbursed Amount:  USD 29.1M
Commitment:
Environmental Category: B Global Focal Area: B
Implementing Agencies:
Ministry of Environment
FUNBIO
Cofinanciers and Other External Partners:
B. Key Dates
Process Date Process Original Date L LA Gl
Date(s)
Concept Review: 03/11/2002  Effectiveness: 04/24/2003 04/24/2003
Appraisal: 05/29/2002  Restructuring(s):
Approval: 08/08/2002  Mid-term Review: 08/15/2005 01/30/2006
Closing: 06/30/2007 12/31/2008
C. Ratings Summary
C.1 Performance Rating by ICR
Outcomes: Satisfactory
Risk to Global Environment Outcome Moderate
Bank Performance: Satisfactory
Borrower Performance: Satisfactory
C.2 Detailed Ratings of Bank and Borrower Performance
Bank Ratings Borrower Ratings
Quality at Entry: Moderately Satisfactory Government: Satisfactory
. S . Implementing .
Quality of Supervision: Satisfactory Agency/Agencies: Satisfactory
Overall Bank . Overall Borrower .
Performance: Satisfactory Performance: Satisfactory
C.3 Quality at Entry and Implementation Performance Indicators
Implementation Indicators QAG éssessments Rating
Performance (if any)

Potential Problem Project Yes Quality at Entry None



at any time (Yes/No): (QEA):

Problem Project at any Quality of
. No .. None
time (Yes/No): Supervision (QSA):
GEO rating befi
ratng belore Satisfactory

Closing/Inactive status

D. Sector and Theme Codes

Original Actual

Sector Code (as % of total Bank financing)

Central government administration 20 20
General agriculture, fishing and forestry sector 60 60
Sub-national government administration 20 20
Theme Code (as % of total Bank financing)

Biodiversity 25 40
Environmental policies and institutions 24 24
Land administration and management 13 13
Other rural development 25 10
Participation and civic engagement 13 13
E. Bank Staff

Positions AtICR At Approval

Vice President: Pamela Cox David de Ferranti

Country Director: Alexandre V. Abrantes Vinod Thomas

Sector Manager: Laura E. Tlaiye John Redwood

Project Team Leader: Adriana Moreira Claudia Sobrevila

ICR Team Leader: Adriana Moreira

ICR Primary Author: Adriana Moreira

Random Dubois
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F. Results Framework Analysis

Global Environment Objectives (GEO) and Key Indicators(as approved)

The overall objective of the Amazon Region Protected Areas Project (ARPA or the
Project) is to expand and consolidate the protected areas (PAs) system in the Amazon
region of Brazil. The proposed Project would be the first phase (Phase 1) of a 10-year
ARPA program. The Project's objective will be achieved by:

Creating 18 million hectares in new protected areas (9 million hectares of strict
protection PAs and 9 million hectares of sustainable use. The 11 Sustainable use
protected areas have the goal of conserving biodiversity as well as supporting the
communities living in them. These protected areas are regulated by management plans
that include various use zones, some of which protect key environmental values of these
areas, including, in particular, a strict protection zone. ARPA will support only
surveillance and enforcement activities in the sustainable use protected areas to ensure
ecological integrity and biodiversity conservation.

Other objectives include:

- Consolidating the management of 7 million hectares of existing strict protection PAs
in addition to 9 million hectares of the newly created strict protection PAs

- Establishing and operating an endowment fund to meet the recurrent costs of
protected areas

- Establishing and operating a biodiversity monitoring and evaluation system at the
protected area and regional levels

The key performance indicators for Phase I are:

- 23 ecoregions in the Brazilian Amazon analyzed for identification of new PAs

- 18 million hectares of new PAs (9 million hectares of strict protection PAs and 9
million hectares of sustainable use PAs) created

- 7 million hectares of existing strict protection PAs and 3 million hectares of new
strict protection PAs consolidated and managed

- An endowment fund for financial sustainability of existing strict protection PAs
established and capitalized with a minimum of US$14.5 million

- Demonstration projects for financial sustainability of PAs implemented

- An environmental monitoring methodology for specific PAs defined and
implemented

- Program Committee, Conflict Mediation Committee, and two project coordination
units (one in the Ministry of Environment (MMA) and one in the Brazilian Biodiversity
Fund (FUNBIO) created and operational

Revised Global Environment Objectives (as approved by original approving authority)
and Key Indicators and reasons/justifications

il



(a) GEO Indicator(s)

Indicator

Indicator 1 :

Value
(quantitative or
Qualitative)

Date achieved

Comments
(incl. %
achievement)

Indicator 2 :

Value
(quantitative or
Qualitative)

Date achieved

Comments
(incl. %
achievement)

Indicator 3 :

Value
(quantitative or
Qualitative)

Date achieved

Comments
(incl. %
achievement)

Baseline Value

Original Target

Values (from
approval
documents)

Actual Value
Achieved at
Completion or
Target Years

23 ecoregions in the Brazilian Amazon analyzed for identification of new PAs.

Absence of detailed

ecorregional analysis for

the Amazon region.

04/24/2003

12 million (70%)
of new protected

areas established n/a

within the ARPA
Project

06/30/2007

06/30/2007

Extensive and
participatory
priority setting of
ecoregions
undertaken for
identification of
new PAs.
12/31/2008

100% - 23 ecoregions. Extensive and participatory priority setting of 23
ecoregions undertaken to identify potential new PAs. Led to a Presidential
Decree 5092 in May 2004 setting priority areas for biodiversity conservation in

the Amazon.

18 million ha of new PAs (9 million ha of "strict protection" PAs and 9 million
ha of "sustainable use" PAs) created.

0 ha of new protected
areas within the ARPA

Project

04/24/2003

12 million ha
(70%) of new
protected areas

established within
the ARPA Project.

06/30/2007

06/30/2007

24 million ha of
new PAs created
(13 million ha of
#strict protection#
PAs and 11 million
ha in #sustainable
use# PAs).
12/31/2008

134% of indicator and 200% of original target value. The benchmark was
surpassed creating 43 new PAs totaling 24 million ha. 13 PAs are in #strict
protection# covering 13 million ha and 30 PAs are in #sustainable use# covering

11 million ha.

7 million ha of existing "strict protection" PAs and 3 million ha of new "strict
protection" PAs consolidated and managed.

0 ha of existing strict

protection PAs

consolidated according to
the criteria established by

the ARPA Project.

04/24/2003

At least 70% (4.9
million ha) of
already existing
strict Protected
Areas (PAs)
consolidated
according to the
criteria
established by the
ARPA Project.

06/30/2007

06/30/2007

8.5 million ha are
being managed
under ARPA, with
80% of the 14
consolidation
criteria fulfilled.

12/31/2008

85% of indicator and 173% of original target value partially achieved. 17 PAs
totaling 8.5 million ha are being managed under ARPA. advances in
management capacity in 17 PAs with with 8 having high scores for reaching full
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Indicator 4 :

Value
(quantitative or
Qualitative)

Date achieved
Comments
(incl. %
achievement)
Indicator 5 :

Value
(quantitative or
Qualitative)

Date achieved

Comments
(incl. %
achievement)

Indicator 6 :

Value
(quantitative or
Qualitative)

Date achieved

Comments
(incl. %
achievement)

Indicator 7 :

Value
(quantitative or

consolidation.

An endowment fund for financial sustainability of existing "strict protection"
PAs established and capitalized with a minimum capitalization of US$14.5

million.

Endowment fund
Absence of an established and
endowment for Protected operational with a
Areas in the country. minimum of USD
14.5 million.

04/24/2003 06/30/2007

Endowment fund
for PAs (FAP)
established and
capitalized with
USD 23.4 million
(EUR10 million
committed but not
deposited yet).
12/31/2008

160% of original target value. The Protected Areas Fund (FAP) is established in
FUNBIO and capitalized with US$23.4 million and an additional EUR10
million committed (but not deposited), surpassing the original benchmark.
Demonstration projects for financial sustainability of PAs implemented.

Absence of demonstration At least 5 pilot
projects for financial demonstration n/a
sustainability of PAs. projects launched

04/24/2003 06/30/2007

06/30/2007

No demonstration
project launched.
Three financial
market studies were
carried out and a
proposal for a large
environmental
compensation fund
to benefit the PAs
has been put
forward.
12/31/2008

Not met. Attempt to implement activity led to finding that usual revenue
generation mechanisms are not feasible in the Amazon. Research focused on
wider issues,as PES and financial transfers for supporting larger numbers of PAs.

An environmental monitoring methodology for specific PAs defined and

implemented.

Environmental
Monitoring
methodology
defined and
implemented in
selected PAs.
06/30/2007

No methodology defined. n/a

06/24/2003

06/30/2007

Methodology
defined and being
tested in six PAs.

12/31/2008

80%. Methodology was defined for biodiversity, water quality, micro-climate,
forest cover, and socio-economic monitoring and is being tested in six PAs, but

the system is still not fully implemented.

Program Committee (CP), Conflict Mediation Committee (CMC), and two
project coordination units (one in the Ministry of Environment (MMA) and one
in the Brazilian Biodiversity Fund (FUNBIO) created and operational.

Committees and
coordination units

No committees
established.

Committees and
coordination units



Qualitative)
Date achieved 06/24/2003

fully functional.
06/30/2007

fully functional.

06/30/2007  12/31/2008

Comments 100%. The CP and Project Coordination Units in MMA and FUNBIO were
(incl. % operational since project inception. The CMC was established, but the project
achievement) did not receive any request that required mediation.

(b) Intermediate Outcome Indicator(s)

Original Target
. . Values (from Forn.lally
Indicator Baseline Value anproval Revised
PP Target Values
documents)

Indicator 1 : established and functioning.

Actual Value
Achieved at
Completion or
Target Years

Analysis of 23 ecoregions completed and permanent definition mechanism/team

Extensive and
participatory
priority setting of
ecoregions
undertaken for

Analysis of 23 . . .
: . identification of
Value Absence of detailed ecoregions
o . ) new PAs. Led to
(quantitative or ecoregional analysis for completed / team n/a Man on Priorit
Qualitative) the Brazilian Amazon.  established and P Y
o Areas to the
functioning. .
Conservation,
Sustainable Use and
Sharing of Benefits
from the Brazilian
Biodiversity.
Date achieved 04/24/2003 06/30/2007 06/30/2007  112/31/2008
Comments o . . . .
(incl. % 100%. An addltlopal ach.levement' was the developmegt anc'l 1mplementqt10n ofa
achievement) governmental policy setting on priority areas for biodiversity conservation.
Indicator 2 : Decrees drafted, approved and published in the official gazette.
All new PAs All new PAs
Value created by decrees created by decrees
(quantitative or | No decrees for new PAs approved and n/a approved and
Qualitative) published in the published in the
official gazette official gazette
Date achieved 04/24/2003 06/30/2007 06/30/2007  112/31/2008
(;omngents 100%. All new protected areas created have been officially registered by
(incl. % . . . . . .
. presidential or state decrees. List of decrees included in section 3.2
achievement)

Indicator 3 : 0 | cillance of PAs completed.

Value Appropriate
(quantitative or ' Zero demarc.amo.n, land n/a
Qualitative) regularization,

public posting, and

vi

Demarcation, land regularization, public posting, and minimum infrastructure for

24 million ha of
new PAs have been
decreed and
demarcated with



infrastructure in
new PAs
Date achieved 104/24/2003

06/30/2007 06/30/2007

minimal
infrastructure
established.

12/31/2008

gr(l)érlmg/ents 100%. New PAs created and demarcated, but there are pending land
- regularization in a few areas.
achievement)

Indicator 4 : LS L . .
! being implemented; minimum infrastructure in place.

Management Plans for new and existing PAs prepared on a priority basis and

Value Management Plans 15 management
L Absence of Management .

(quantitative or Plans prepared and beingn/a plans prepared and

Qualitative) implemented being implemented.

Date achieved 04/24/2003 06/30/2007 06/30/2007  112/31/2008

gr(:glmg/ents 100%. The priority of preparation of management plans was given to PAs in
0 regions with higher threats and pressure from the expanding economic frontier.

achievement)

Indicator 5 :
PA management

PAs management Councils operating for new and existing areas

Value . . . 33 PA Councils
oo No active PA councils operating .

(quantitative or . . n/a established and
o management Councils  in all new and all .

Qualitative) C operational..

existing PAs

Date achieved 04/24/2003 06/30/2007 06/30/2007  12/31/2008

Comments 54%. There are 61 PAs in ARPA (43 new PAs and 18 existing PAs). The

(incl. % establishment and operationalization of 33 PA councils is quite an achievement

achievement) giving the remoteness of most areas.

Indicator 6 : i PAs.

Partnership and/or

Absence of partnership  concession

Value _ .
(quantitative or and/or concession agreements with
(Slualit ative) agreements with civil civil society being
society in PAs implemented in
selected PAs.
Date achieved |04/24/2003 06/30/2007 06/30/2007

Partnership and/or concession agreements with civil society being implemented

Partnership and/or
concession
agreements with
civil society being
implemented in 4
PAs.

12/31/2008

Comments 100%. Partnership and/or concession agreements with civil society are being
(incl. % implemented in PAs and used as one of the management models by the recently
achievement) created protected areas agency (ICMBio).

Indicator 7 :

existing PAs
Community
Value development plans
e Absence of community  and projects
(quantitative or . n/a
o development plans in PAs prepared for
Qualitative) .
sustainable use
PAs
Date achieved 04/24/2003 06/30/2007 06/30/2007

Vil

Community development plans and projects prepared and financed in new and

Community
development plans
and projects
prepared and
implemented in two
sustainable use PAs
and Protection
Plans prepared for
6 PAs.

12/31/2008



Comments
(incl. %
achievement)

Indicator 8 :

Value
(quantitative or
Qualitative)

Date achieved

Comments
(incl. %
achievement)

Indicator 9 :

Value
(quantitative or
Qualitative)

Date achieved

Comments
(incl. %
achievement)

Indicator 10 :

Value
(quantitative or
Qualitative)

Date achieved

Comments
(incl. %

100%. No quantitative measurement was established for this indicator; however
the community development and protection plans designed and implemented for
the sustainable use PAs are being used as a model by the protected areas agency
(ICMBio)

Capitalization of endowment fund reaching a minimum of US$ 27 million, by
end of Phase 1

Endowment fund

for PAs (FAP)
Capitalization of established and
Absence of an - :
endowment for protected endowment fund Wa capitalized with
areas in the count reaches US$ 27 USD 23.4 million
- million. (EUR 10 million

committed but not
deposited yet).
04/24/2003 06/30/2007 06/30/2007  12/31/2008
80.7%. There was a discrepancy in this indicator in relation to GEO Indicator 4,
which set a lower benchmark (USD 14.5 million) for capitalization of the
endowment fund (FAP).
Studies to identify innovative income generation mechanisms completed and
mechanisms defined in a strategy.
Three income
generation studies

Income generation .
were carried out

Absence of income studies prepared .

. . . and findings
generation mechanisms  and findings n/a incorporated in the
studies incorporated in a P f

strategy strategy or.
' #Conservation and
Investment#
04/24/2003 06/30/2007 06/30/2007  12/31/2008

100%. The income generation studies proposed some innovative mechanisms
(payment for environmental services, use of compensation funds), that have
been incorporated in the strategy for #Conservation and Investment# by the
protected areas agency (ICMBio).
Design and implementation of demonstration projects, in partnership with civil
society, to generate financial sustainability for PAs.
No demonstration
project launched.
Three financial
market studies were

Absence of demonstration At least 5 pilot carried out and a
projects for financial demonstration n/a proposal for a large
sustainability of PAs projects launched environmental
compensation fund
to benefit the PAs
has been put
forward.
04/24/2003 06/30/2007 06/30/2007  112/31/2008

Not met. Attempt to implement activity led to finding that usual revenue
generation mechanisms are not feasible in the Amazon. Research focused on
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achievement)

Indicator 11 :

Value
(quantitative or
Qualitative)

Date achieved

Comments
(incl. %
achievement)

Indicator 12 :

Value
(quantitative or
Qualitative)

Date achieved

Comments
(incl. %
achievement)

Indicator 13 :

Value
(quantitative or
Qualitative)

Date achieved
Comments
(incl. %
achievement)

Indicator 14 :
Value

(quantitative or
Qualitative)

wider issues,as PES and financial transfers for supporting larger numbers of PAs.
Study to design the biodiversity monitoring and evaluation system completed.
Indicators for environmental monitoring identified and selected; and
environmental monitoring in selected areas under implementation.

No study in place. No Indicators identified

o . . and under
1ndlcatqrs 1F1ent1ﬁed and 80% n/a implementation on
no monitoring . ..
undertaken a pilot basis in

] selected PAs.
04/24/2003 06/30/2007 06/30/2007  112/31/2008

80%. Indicators identified for biodiversity, water quality, micro-climate, forest
cover, and socio-economic monitoring. Environmental monitoring is being
implemented on pilot basis in selected PAs. Biodiversity protocols agreed and to
be released in 2009
Information resulting from monitoring and evaluation supports decision making
and is incorporated into planning and programming. Database and documents
available.

An integrated set of

Planning and Monitoring,
programming Evaluation and
No Monitoring & incorporates Planning systems
Evaluation System monitoring and  n/a developed as part of
available evaluation the project's
information technical and
effectively. financial planning
and programming.
04/24/2003 06/30/2007 06/30/2007  112/31/2008

100%. Two internet-based project Monitoring,evaluation and planning systems
"SisARPA",to track PAs management status and "CEREBRO", to track
procurement & financial transactions were important innovations to help project
implementation in the Amazon.

Program Committee established and functional

Program
committee meets The Program

No program committee regularly and Committee has

. makes substantial n/a been established

exists o . e
contributions to and is functioning
the Project on a regular basis
implementation.

04/24/2003 06/30/2007 06/30/2007  112/31/2008

100%. The Program Committee (CP), made up government and civil society
members in equal representation, meets at minimum twice a year and provides
strategic oversight, reviews program progress and approves yearly annual plans.
Institutional structures established and functioning at federal, state, and
municipal level.

Institutional Institutional
Absence of project related structures / structures
institutional structures  established and % established and

functioning at all functioning at all

X



levels
12/31/2008

levels

Date achieved 04/24/2004 06/30/2007 06/30/2007

Comments 100%. Despite the varying level of commitment among the Amazonian states,
(incl. % ARPA has helped to build the capacity of ICMBio, state agencies and municipal
achievement) agencies to effectively manage PAs.

G. Ratings of Project Performance in ISRs

Actual

No. Kizzilvsel}i GEO IP Disbursements
(USD millions)

1 11/26/2002 Satisfactory Satisfactory 0.00
2 11/26/2002 Satisfactory Satisfactory 0.00
3 06/05/2003 Satisfactory Satisfactory 0.00
4 12/11/2003 Satisfactory Satisfactory 2.50
5 06/18/2004 Satisfactory Satisfactory 2.50
6 09/16/2004 Satisfactory Satisfactory 3.44
7 12/17/2004 Satisfactory Satisfactory 3.69
8 04/19/2005 Satisfactory Satisfactory 3.83
9 05/01/2006 Satisfactory Satisfactory 10.19
10 | 11/20/2006 Satisfactory Satisfactory 13.62
11 | 05/31/2007 Satisfactory Satisfactory 15.39
12 = 12/09/2007 Satisfactory Satisfactory 17.49
13 06/19/2008 Satisfactory Satisfactory 19.77
14 12/18/2008 Satisfactory Satisfactory 25.39

H. Restructuring (if any)

Not Applicable
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1. Project Context, Global Environment Objectives and Design

The Amazon Region Protected Areas Project (ARPA) is a three phased, 10 year program
designed to conserve biodiversity of global importance in Brazil’s Amazon Region. The
Program represents an innovative initiative in promoting a public-private partnership and
participatory approach at a scale that has never been attempted before in the country. It
also provides the framework to bring different levels of government, civil society and
financing partners together in a coordinated and collaborative effort to address and
achieve project goals and objectives.

1.1 Context at Appraisal

a. Country and Sector Background: Brazil’s Legal Amazon' Region occupies about 5
million km? of land, but is occupied (at the time of the project appraisal) by only an
estimated 25 million people, the majority who live in urban areas. The region represents
the largest area of remaining tropical rain forest in the world (approximately 30 percent)
and is estimated to contain carbon stores of around 120 billion tons. Because the area is
still relatively intact, it is thought to exert a significant influence on regional and global
climate. The Region has been classified into 23 ecoregions and supports biodiversity of
global significance. Despite the Region’s global importance it is threatened by
deforestation associated with economic development dominated by agriculture expansion,
ranching, logging, mining and settlement policies. Poorly planned and managed
economic development in the area has contributed to increasing loss of tropical forest,
degradation of watersheds and overexploitation of wildlife and fisheries. Any long-term
and sustainable approach to the issue will require a reduction in poverty, provision of
viable and environmentally sustainable economic alternatives and strengthening of the
protection of priority ecosystems. At the time of preparation, the Brazilian government’s
investment in the Amazon’s protected areas (PA) was limited, estimated to be less than
US $3.5 million per year distributed over 30 areas.

b. Institutional Framework: The management of protected areas in the Brazilian
Amazon is the responsibility of two federal institutions: the Ministry of Environment
(MMA) and MMA’s autonomous Brazilian Institute for the Environment and Renewable
Natural Resources (IBAMA). In 2007, a new agency, [Instituto Chico Mendes de
Conservagado de Biodiversidade (ICMBio) was spun out from IBAMA and made solely
responsible for the administration of federal PAs. State and municipal governments also
have responsibilities for the creation and administration of PAs that fall within their
respective mandates. At the State level this typically is the responsibility of an
environmental line agency.

' Legal Amazon is a political designation for an area covering all northern states (Amazonas, Para, Acre,
Amapa, Tocantins, Roraima, and Rondonia) plus the state of Mato Grosso, and part of the Maranhdo state,
totaling approximately 5.1 million km?, which include Amazon forest and transitional vegetation. The
Brazilian Amazon biome designates the area covered exclusively by the Amazon biome within the country,
totaling approximately 4.1 million km”.



c¢. Biodiversity Conservation and Natural Resources Management: The legal context
for the country’s protected areas is based on Brazil’s National System of Conservation
Units (SNUC) law passed in July 2000. This law declared the objective of the system to
be the maintenance of biological diversity and genetic resources to be achieved through
the establishment of a uniform legal basis, concept and methodology for the many
government agencies at all levels of government to consolidate their respective PAs.
This directly led to the creation of a National System of Protected Areas designed to
maintain biological diversity and genetic resources. Specifically, the new system defined
the responsibility and categorization of protected areas, established rules for their
management and provided for property ownership. It also recognized two broad
categories of protected areas: (a) “strict protection” PAs (e.g., national parks, biological
reserves and ecological stations), which are those areas created primarily for conservation
objectives and prohibit the exploitation of natural resources and other productive
activities; and (b) “sustainable use” PAs (e.g., extractive reserves and sustainable use
reserves) that allow for the direct use and exploitation of natural resources following
norms stipulated in their respective management plan.

d. Indigenous Legal Framework: In the Brazilian Amazon, the indigenous population is
estimated to be 326,000. Indigenous lands cover some 946,450 km” which corresponds to
22 percent of the area of the Legal Amazon. The country’s 1988 Constitution provides
the legal framework for the recognition of indigenous people’s rights to their traditional
territories. The aforementioned SNUC Law established the legal framework for
“traditional peoples” to participate in the establishment and management of protected
areas. This includes local populations’ participation (including indigenous peoples) in the
creation, implementation and management of PAs and in the establishment of PA
management councils.

e. The Project in the CAS: The relevant CAS at the time of appraisal focused on policies
that contributed to the reduction of poverty and/or were compatible with promoting
renewed economic growth but stressed the need that environmental management become
an integral part of Brazil’s overall development strategy. The CAS specifically
recognized the significance of continued deforestation in the Amazon region and outlined
a strategy that addressed the issue. It further noted that the complexity of the issue as
well as identified the associated underlying factors that would need to be addressed to
have any impact in arresting the loss of forest and associated biodiversity. A key element
in the strategy was the identification and protection of priority ecosystems.

f. Consistency with GEF Strategic Priorities: ARPA supported GEF’s Global
Operational Strategy by supporting the Biodiversity Focal Area through contributing to
the long-term protection of Brazil’s globally important ecosystems. Specifically, the
Program was in conformity with GEF’s Operational Program (OP) # 3 (Forest
Ecosystems) and OP # 2 (Freshwater Ecosystems) and targeted the following GEF
priorities: (a) in situ conservation of globally unique biodiversity, (b) sustainable use of
biodiversity and (c) local participation in the benefits of conservation activities.



1.2 Original Global Environment Objectives (GEQ) and Key Indicators (as approved)

The Project Development Objective (PDO) was “to expand and consolidate the protected
areas (PAs) system in the Amazon region of Brazil.” The proposed Project (the Project)
would be the Phase 1 of a 10-year ARPA Program (the Program). The PDO would be
achieved by:

e  Creating 18 million hectares (ha) in new protected areas (9 million ha of “strict
protection” PAs and 9 million ha of “sustainable use” PAs);

o Consolidating the management 7 million ha of existing “strict protection” PAs in
addition to 9 million ha of the newly created “strict protection” PAs;

. Establishing and operating an endowment fund to meet the recurrent costs of
protected areas; and

o Establishing and operating a biodiversity monitoring and evaluation system at the
protected area and regional levels.

The key performance indicators for Phase 1 were:

o 23 ecoregions in the Brazilian Amazon analyzed for identification of new PAs;

o 18 million ha of new PAs (9 million ha of “strict protection” PAs and 9 million has
of “sustainable use” PAs) created;

o 7 million ha of existing “strict protection” PAs and 3 million ha of new “strict
protection” PAs consolidated and managed;

o An endowment fund for financial sustainability of existing strict protection PAs
established and capitalized with a minimum of US$14.5 million;

e  Demonstration projects for financial sustainability of PAs implemented;

o An environmental monitoring methodology for specific PAs defined and
implemented; and a

o Program Committee, Conflict Mediation Committee, and two project coordination
units (one in the Ministry of Environment (MMA) and one in the Brazilian
Biodiversity Fund (FUNBIO) created and operational.

1.3 Revised GEO (as approved by original approving authority) and Key Indicators, and
reasons/justification

Not applicable.
1.4 Main Beneficiaries

The main beneficiaries identified in the PAD were those local populations that would
benefit from improvements in the quality and management of biodiversity and natural
resources in the Amazon region at the federal, state, municipal and local levels. The
country and government were also identified as beneficiaries of national and regional
benefits. Under the Project’s first component, ARPA would support an on-going process
to prioritize ecosystems in the Amazon region subsequent to which the Project would
support the creation of PAs to conserve representative samples. The identification and



implementation of sustainable use and revenue generating sub-projects would follow
through a participatory process. As a result, no quantification of beneficiaries was
attempted at the time of project appraisal.

1.5 Original Components (as approved)

Component 1: Creation of New Protected Areas (US$ 2.2 million, corresponding to
7.3 % of GEF grant).

The main objective of the component was the identification and legal creation of new
PAs in Brazil’s Amazon region. It was justified on the basis that the region still has large
expanses of remote and under populated areas characterized by rich biodiversity.
Moreover, many of these areas are unclaimed governmental lands. This facilitates the
legal creation of PAs but represents a risk to encroachment in the absence of legal
designation. Combined with public awareness such an approach was thought to provide
for an economically efficient means to conserve biodiversity. The approach to the
component was sequential, entailing: (a) the completion of an analysis of 23 ecoregions
in the Region as a precursor to the identification of priority candidate sites and the
creation of new protected areas, (b) the legal creation of new PAs and (c) provision of
minimal support for their establishment (i.e., demarcation, land regularization, minimal
infrastructure etc.). This component contained the following sub-components:

1.1. On-going Process of Prioritization
1.2. Identification of New Areas
1.3. Establishment of New Areas

Component 2: Consolidation of Protected Areas (US$ 4.6 million, corresponding to
15.3 % of GEF grant).

The objective of this component was to provide the necessary follow-up to newly created
PAs supported under Component 1 as well as existing “strict protection” PA resulting in
their consolidation and long-term sustainability. Specifically, this component was
designed to promote the implementation of existing and recently created PAs and their
buffer zones in the Amazon region. In contrast to Component 1, a number of activities
under this component were designed to be implemented in parallel, providing support to
demarcate existing “strict protection” areas bringing them up to the standards of newly
created PAs (demarcation), while initiating basic protection in existing and new PAs
(basic protection) while the management plans were being prepared (management
planning). These activities were to be supported by promoting community participation
and training of different stakeholders in PA management topics, systems, and programs
as well as community development sub-projects. This component contained the following
sub-components:

2.1. Demarcation of Existing Areas

2.2. Basic Protection (for both existing and newly created PAs)
2.3. Management Planning

2.4. Community Participation
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2.5. Training

Component 3: Long-term Sustainability of Protected Areas (US$ 17.3 million,
corresponding to 57.7 % of GEF grant).

The objective of the component was to support the creation and implementation of
financial management and cost recovery mechanisms required to ensure the long-term
management and financial sustainability of both existing and newly created Amazon PAs.
This component was based on the assumption that the government would not have
sufficient resources to support the long term needs of the PAs created and consolidated
under ARPA. This would be achieved primarily through the establishment of an
endowment fund (FAP) for the protected areas system in the Amazon region. The
component would also support a series of studies and sub-projects developed to define
and test appropriate revenue-generating mechanisms in support of PA sustainability. This
component contained the following sub-components:

3.1. Protected Areas Endowment Fund (FAP)
3.2. Studies and Sub-projects in Buffer Zones

Component 4: Protected Area Monitoring (USS$ 2.4 million, corresponding to 8.0 % of
GEF grant).

Under this component, ARPA was to establish an environment and evaluation system of
PAs. Specifically, the component was to support the creation of a biodiversity monitoring
and analysis system for new and existing PAs designed to contribute to improved
decision-making and planning and programming through making available more accurate
and reliable information and promote increased management effectiveness in project
supported PAs. In addition to technical monitoring, the system would also monitor and
measure the fulfillment of project objectives. This component had the following sub-
components:

4.1. Biodiversity Monitoring System
4.2. Training

Component 5: Project Coordination and Management (US$ 3.5 million,
corresponding to 11.7% of GEF grant).

The objective of the component was to support the overall coordination of ARPA’s other
components in MMA, IBAMA and FUNBIO. The component would support the set up,
staffing and operational costs of the ARPA’s Project Coordination Unit (PCU) housed in
MMA. The component was also to finance the set up, staffing and operational costs of
PROARPA (the Program coordinating unit created within FUNBIO) that was to be
responsible for procurement, disbursement and financial execution, creation and
operation of the FAP and the execution of several studies and sub-projects under
Components 2 and 3. There were no sub-components.
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1.6 Revised Components
Components were not revised during execution.
1.7 Other significant changes

Amendments to the Grant Agreement. There were two amendments processed to the
grant agreement (TF-051240) with FUNBIO.

a. Change in Denomination of the GEF Trust Fund. The first amendment was signed
on October 29, 2003 consisting of: (a) a proposed adjustment to the Grant Agreement in
response to the recent approval taken by the Executive Directors of the Bank to re-
denominate the GEF Grants in Special Drawing Rights to United States Dollars; and (b) a
simplification in the audit reporting requirements of the Bank. The changes were relevant
to Section 1.01 (b), Section 2.01. 4.01 (a), (b), (c) and Schedule 1 of the Grant Agreement.

b. Changes to Increase Efficiency in Project Implementation. A second amendment
was signed on September 10, 2004 in response to a request from FUNBIO to: (a) change
the title of the Grant recipient (Section 7.01); (b) amend Schedule 1 of the Grant
Agreement to (1) redefine incremental costs to include shipment costs and salaries of the
Recipient’s staff employed for purposes of working in project coordination and
management activities (table set forth in paragraph 1); (ii) modify the requirement to
submit “draft” management plans to the Bank for approval prior to a withdrawal under
Sustainable Use Subproject and Revenue Generation subcomponent by eliminating the
word draft (paragraph 3 (b) (i)); (c) amend Schedule 3 by making changes in use of
individual consultants (Schedule 3, Part C.3 of Section II); and (d) amend Schedule 6,
paragraph 1(e).

Extension of Project Closing Date. The extension of closing date was signed on June 4,
2007 in response to a request from FUNBIO, changing the closing date of June 30, 2007
to December 31, 2008 (Section 2.03). This was required to disburse all GEF grant funds
and achieve the global objectives and was approved by the Country Director. The project
was also granted a grace period until April 30, 2009.

Planning for Budget Shortfalls. In preparing the final Annual Operating Plan (POA) for
the project (an 18 month budget to cover the period to July 2009) the PCU together with
FUNBIO confirmed that available funds were insufficient to cover all the activities
proposed in the initial 2008 draft POA. As a result a rationalization and prioritization of
resources for the remaining period was required and adjustments were made in the POA.
In addition, residual GEF resources originally destined to support IBAMA’s Sistema de
Monitoramento Ambiental para Unidades de Conservagdo (SIMBIO) under Component
4 - Monitoring, were reallocated to cover projected short falls in recurrent costs that were
the main instrument for PA implementation, due to the flexibility of ARPA’s independent
financial mechanism, which gave PA staff the ability to respond in “real time” to the
challenges posed by the magnitude and isolation of the Amazon Region.
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2. Key Factors Affecting Implementation and Outcomes
2.1 Project Preparation, Design and Quality at Entry

The Program’s origins can be traced back to Brazil President Cardoso’s April 1998
announcement to conserve at least 10 percent of all of the country’s forest types as a
national priority. This provided the basis to conceptualize ARPA and prepare a request
for funding to support project preparation provided through a GEF Block B grant which
became available in April 1999. An Advisory Committee to oversee project preparation
was established. The Committee comprised the World Bank and principal government
ministry and NGO project sponsors, including MMA/IBAMA and the WWF. To
elaborate the proposal, the Committee, in turn, created a task force composed of MMA,
IBAMA, WWEF, the World Bank, and environmental specialists. Local groups, NGOs,
and aid agencies consulted during this initial organizing phase included FUNATURA,
USAID, ISPN, the Nature Conservancy (TNC), the British Council, Grupo de Trabalho
da Amazonia (GTA), Rede Brasil de Bancos Multilaterais, GTZ, UNDP, and Instituto
Socio Ambiental (ISA).

In addition, the proposal was submitted for comments to social organizations in the
Amazon (GTA, CNS, CONTAG, COIAB, and ASMUBIP) and to FUNBIO’s Board
which has a broad NGO representation. Two workshops were organized, one in Rondonia
and one in Roraima, financed by the WWF/WB Alliance, to create a set of new areas and
develop a methodology for public consultation during project implementation. These
workshops were carried out in October and November 2000. Though no official
evaluation of quality of entry was done at the time of effectiveness, preparation
documents and project design were considered satisfactory.

a. Consistency. At the time of appraisal the Project was fully consistent with the
priorities of the country with respect to both its main objective of biodiversity
conservation and its geographical focus in the Amazon. It was also fully consistent with
both GEF priorities and the Bank’s CAS.

b. Soundness of the Background Analysis. The technical analysis on which the Project
was designed was sound. Much of this analysis built on a number of earlier participatory
activities some of which started long before the approval of the GEF preparatory grant.
These included the 1990 workshop in Manaus followed by a number of priority setting
exercises supported under PROBIO, a GEF supported project launched in 1996 under the
auspices of MMA. These in turn provided the basis for the Macapa priority setting
workshop in September 1999 that engaged representatives from civil society, NGOs,
indigenous peoples and public and private sector to identify proposed candidate PAs to
be supported under ARPA. After that the Macapa workshop consultations with a number
of additional regional organizations that included all 9 Amazon states were also
completed.

Detailed guidance provided in the PAD reflected the depth of this analysis particularly
with respect to the process and criteria guiding the evolution of PAs and the role of public
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consultation in this process. The analysis of institutional and operational issues was less
robust than the technical analysis, but the unique conditions characteristic of the Amazon,
were taken into account during project implementation. These conditions included: (a)
the cost “premium” for the provision of “goods and services” including their transport,
(b) the lack of supply of locally based providers of same “goods and services” including
contractors to build infrastructure and its significance to meeting Bank procurement
requirements, (c) the low capacity at both the project and PA levels and (d) the low
relevance of revenue generating sub-projects to ARPA supported PAs in the Amazon.
Finally, despite FUNBIO’s successful record in implementing an earlier GEF project, the
“learning curve” was underestimated for the procurement of goods and services.

c. Adequacy of Project Design. The Project had a long and at times difficult preparation
reflecting the complexity of issues and underlying factors associated with conservation of
biodiversity in the Amazon. These issues revolved around: (a) defining the respective
roles of government and the private sector particularly with respect to Finance and
Treasury; an issue that was further complicated with a change of government; (b) criteria
(and associated government commitments) required to be met before PAs pass between
phases of creation and consolidation; and (c) turnover in project preparation coordinator
(5 coordinators in life of project preparation). However, these initial difficulties were
eventually overcome. The initial problems in defining the roles of MMA and FUNBIO
were solved, and their partnership was the underlying driver of much of ARPA project
success. The consolidation criteria were defined with a strong methodology in the initial
stages of implementation and the Coordination Unit experienced personnel stability
through most of the implementation phase.

In light of the nature, scale and complexity of issues associated with supporting any
significant effort to conserve large stands of Amazon, the multi-phase program approach
using well-defined “triggers” to determine the passage between phases was a sound
model. In addition to the logistical constraints faced in working in the Region other
factors that should have been given fuller consideration in determining the Project’s
scope, scale and calendar of activities included the novelty of the project’s public-private
sector approach, lack of experience and local knowledge of working in the Amazon
among some of the institutional stakeholders and the number and layers of institutions
participating in the Project. Though the 4 year project duration was a Government
requirement for externally funded projects, project design should have been adapted to
accommodate this requirement.

At the component level, project design was logical and relatively easy to discern
consisting of support for the on-going process of prioritization of PAs sites followed by
their creation (component 1), consolidation and institutional strengthening to ensure their
long—term technical sustainability (component 2), creating a financial management
mechanism that would ensure their long term financial sustainability (component 3),
monitoring and evaluation of the results of on-the-ground efforts to conserve biodiversity
and overall project progress (component 4) and project management (component 5). The
sequencing of project components while sound assumes all project outcomes and outputs
derived from preceding activities would be achieved according to plan. This rarely
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happens in practice and delays associated with establishment of the teams in the
executing agencies, change in government and low procurement capacity immediately
began to affect progress in other activities across several components located further
“downstream” in the process. Related to this issue of sequencing was confusion in
attempting to discern discrete phases (i.e., end points) of what is in effect a continuum in
process of creation and consolidation of a PA.

The inclusion of “sustainable use” PAs later in project preparation contributed to a
number of changes in project design (e.g., new Bank safeguard policies were triggered
and adjustments in project budget), which added delays in the project preparation
schedule. However, the inclusion of “sustainable use” PAs was fundamental for
ownership by project stakeholders.

d. Assessment of Risks. Risk identification and severity assessment was comprehensive
and generally accurate. Risks that were identified that later manifested themselves during
project implementation were: (a) degree of government support following elections, (b)
counterpart financing, (c) instability of financial markets, (d) complexity of
environmental and project monitoring, and (e) institutional complexity contributing to
delays in implementation. The mitigation measures proposed in the PAD varied in their
relevance and effectiveness as described below.

e. Lessons Learned From other Projects. Project design reflected a number of
experiences derived from previous projects supported by the Bank and other donors in
Brazil. Critical inputs incorporated into ARPA design derived from these projects
included: (a) the approach to strengthening PAs in Brazil, (b) the importance and means
to encourage public participation in project design and implementation, and (c) a number
of “lessons learned” derived from the creation of the financial mechanism associated with
the earlier GEF supported FUNBIO project and for the protected areas fund established
under the Mexico protected areas project (SINAP). ARPA design benefitted from an
international workshop held in the Galapagos Islands in June, 2000. A Brazilian
delegation comprised by government, civil society and academic sector representatives
joined a group of 40 international professionals from Latin America to discuss the
establishment of and endowment fund for protected areas within the design of ARPA.
Among the experts, were the directors of two of the most successful protected areas
endowment funds in the world (FMCN, Mecio and Profonanpe, Peru).

2.2 Implementation

The Amazon Region Protected Areas (ARPA) program has been considered by many
international organizations as the world’s largest tropical forest conservation program.
ARPA was set as an ambitious 12-year effort to ensure comprehensive protection of the
Brazilian Amazon. To accomplish this goal, the Brazilian government partners with
international financing organizations to create a system of well-managed strict
preservation areas and sustainable use reserves.

The first phase of ARPA began in 2003 and ended in 2008. ARPA has doubled the
amount of the Brazilian Amazon under strict protection — from the 3.2% (12 million ha)
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at the start of the project® to over 25 million ha today. The addition of another 10 million
ha in sustainable use areas meets two societal needs in Brazil — conserving biodiversity
and providing improved livelihoods for traditional forest dwellers.

The ARPA project has successfully engaged 5 state governments (Mato Grosso, Acre,
Tocantins, Rondonia and Amazonas) in creating and managing their own state PAs and
strengthening their state environmental infrastructure. Other states all worked with the
federal government (at different levels of commitment) to create new federal protected
areas and sustainable use PAs. ARPA’s efforts to institutionalize the political will and
increase support for conservation goals as part of the mandate for state governance is an
important contribution to state capacity in the Amazon.

ARPA managed to work during its first phase implementation in an high profile national
and global setting, often facing very difficult political and social conditions. As such it
has tackled some of the most formidable concerns in ecosystem protection today:
enforcement of environmental laws in remote areas; the needs and aspirations of rural
people for improved livelihoods; and the valuing and funding of conservation activities
against a wider backdrop of ongoing resource exploitation. ARPA in its first phase has
built the capacity of key partner organizations to address these issues through their work
implementing this complex project in numerous protected areas across the Amazon.

Project implementation can be divided into three stages defined by the following
characteristics: (a) a two year start up stage that was largely focused on staffing up and
training in the executing agencies (PCU and FUNBIO), establishing project agreements
with State and other line government agencies, executing institutions learning how to
work together, and a change of government (2003/2005); (b) a two year period where
procurement, disbursement and institutional arrangements began to come together when
ARPA reached its operational peak, reaching significant results in the field, especially in
the creation of new areas (2005/2006); (c) the creation of ICMBio and a 4-month strike
that slowed previous implementation pace. ICMBio’s role was consolidated and the
project returns to its previous implementation mode. But close to the end of the year,
financial shortfalls forced a prioritization of project supported activities. (2008/2009).

In order to overcome some of the administrative challenges, ARPA developed several
innovative internet-based systems to track protected area management status (SiSARPA)
and allow partners to track procurement requests and other financial transactions
(“Cerebro”). Joining these innovations is the much praised “conta vinculada” or
“conjoined account” that allows a direct flow of resources from FUNBIO to protected
area managers. This system avoids the problems often inherent in a government
bureaucracy while providing ready accountability through an efficient receipt and
documentation system. Given that numerous other Amazonian environmental projects
managed by government agencies have been unable to successfully expend funds in a
regular and sustained way on site, the conta vinculada is an essential contribution to

2 World Bank, Project Appraisal Document (PAD) p 6.
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ARPA success. In contrast to so many other programs, 95% of GEF funds were
expended — in large part thanks to this administrative innovation.

Government Turnover and Reorganization. At an institutional level, over the 6 year
implementation period the Project experienced two election cycles and the associated
delays involving changes in personnel and processes. This was particularly significant
with the first changeover in government bringing in a new party that had no previous
involvement with ARPA’s preparation. Despite the creation of a transition team to
facilitate turnover of the project between the two governments, the loss of personnel in
the final days of the Cardoso government contributed to the absence of critical decision-
making and appears to have been a major factor in contributing to the delay in reaching
effectiveness. Reorganization of government also affected project implementation. This
consisted first of a restructuring of MMA in 2004 and the shift of the PCU to a new
institutional home followed by the establishment of ICMBio in 2007. The latter had a
much more significant impact on the Project due to a strike that effectively stopped
public sector operations for a period of 4 months. At the level of personnel, the project
suffered near continuous turnover in MMA/IBAMA (later ICMBIio0), the PCU and in
project supported PAs. In the latter case, this was due primarily to poor selection criteria,
lack of a human resources policy in ICMBio and the often difficult field conditions
characteristic of Amazon PAs. Finally, there was a change in project coordinators late in
project implementation coming at a critical time when additional effort was required to
meet Project output and outcome indicators.

Government Staffing. Successive supervision missions continued to express concerns
over the lack of permanent ARPA counterparts in MMA and the initial level of staffing in
the PCU and the State executing agencies (OEMAS). Similar concerns were also
expressed with respect to the low levels of staffing in project supported PAs. Very few if
any of the newly created PAs met the 5 person minimum required by the project to pass
to the “consolidated” stage and qualify for FAP funding. In fairness to the government,
two public concursos® were held in 2002 and 2008 respectively to hire staff for the
national system of federal areas; in the latter case 2008 80 % of 210 environmental
analysts are projected to go to Amazon PAs. At the time of the Mid-Term Review
(MTR), the mission called for a staffing plan in support of future allocation of staff but
this apparently was never forthcoming. In part, lack of sufficient human resources on
government side reflected GOB fiscal constraints particularly in 2005 and 2008.

Procurement. Bank procurement requirements and their relevance to the unique
conditions characteristic of the Amazon was of continual concern particularly at the field
level. In addition to contributing to delays in some cases reportedly taking up to two
years, a number of cases were cited as evidence for the provision of “goods and services”
required to be sourced from elsewhere in Brazil due to the low number of service
providers in the Region, which resulted on occasion in equipment purchased that proved

* Concursos are official competitive selection processes for governmental employment.
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to be inappropriate for local needs. In response, much credit should be given to FUNBIO,
the Bank and other donors in developing the conta vinculada which provided an efficient
mechanism to cover local operating costs which are particularly problematic in the
Amazon (e.g., purchase of fuel and materials, covering costs of meetings, etc.) and
provided a significant incentive by empowering local personnel. FUNBIO’s low capacity
at the beginning of the project, to support the levels of procurement called for by the
project following Bank guidelines (and those of other donors that were often in variance
with each other) in a challenging environment contributed to delays in the initial years of
project implementation.

Institutional Coordination. Failure to achieve effective and fluid arrangements among
all the institutional partners was a major constraint identified in the MTR that affected
initial project implementation. This had been flagged as a substantial risk at the time of
the appraisal and was largely borne out. Mitigation measures to reduce risk identified at
the time were to specify respective institutional responsibilities in the respective
implementation agreements, prepare POAs early to provide for adequate inter-
institutional consultation, and close monitoring by the Bank and other donors. These
were futher sthengthened by a number of adjustments in part based on recommendations
stemming from the MTR. These included the establishment of ARPA focal points, the
creation of thematic, inter-institutional working groups, monthly coordination meetings
involving all the institutional stakeholders and development of an internal
communications strategy. The executing agencies adopted many of these
recommendations which appeared to result in increased communication and coordination
particularly in the project’s later years.

Financial Shortfalls and Uncertainty in FAP. FAP’s assets were affected by the
October 2008 world wide fall in equity markets. Nevertheless, the German government
committed an additional EUR10 million donation to FAP, currently awaiting Brazilian
government approval, which will raise achievement rate of the capitalization goal to
115%. A number of actions are in place to address the issue of low FAP capitalization;
these include implementation of the Prioritization and Investment Strategy for investment
in Amazon PAs. This was a significant output and was formally adopted by ICMBIO to
be used as a tool to guide future MMA investment in Amazon PAs. A second measure
entailed a study to explore the potential for the capture of additional resources (outside of
FAP) to support ARPA in future phases. This would complement sub-component 3.2
that supported the testing of other sustainable financing mechanism at the level of the PA.

2.3 Monitoring and Evaluation (M&E) Design, Implementation and Utilization

a. M&E design. ARPA’s Phase 1 Project treated M&E through the inclusion of a
dedicated component (Component 4: Protected Area Monitoring). The objective of the
component was to support the establishment of a biodiversity monitoring system and
analysis for new and existing PAs that would be used to improve the decision-making
process and planning and programming by making available more accurate and reliable
information on management effectiveness of the PAs. It was designed to monitor both
“core” biodiversity variables and “selected” related but indirect variables (e.g., soil
erosion, urban growth, road construction, etc.). Monitoring indicators of social
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development outcomes would also be part of the activities included in this Component.
Moreover, the project’s PCU also realized that a system to track ongoing operational
activities and financial expenditures would be essential for project successful
implementation. Operational monitoring and environmental monitoring reached different
levels of success during implementation. While operational monitoring had remarkable
achievements, environmental monitoring achieved intermediate results.

b. Operational Monitoring: Two systems were developed for operational monitoring:
SisARPA and CEREBRO. SisARPA, developed by the PCU, evolved from WWEF’s
tracking tool to capture key information on PA management activities. Thanks to the
SisARPA system, the UCP generates annual reports with data sets per PA on benchmarks
such as equipment availability, infrastructure, level of development and implementation
of Management Plans, level of formation of the Local Councils, level of Basic Protection
Plans for newly formed PAs, level of signage and status of land tenure studies and
resolution of PA boundaries. The SisARPA process is ultimately a somewhat subjective
one as the percentage of completion of each benchmark is an estimate provided by the
PA managers. At the same time, they are trained in the system, have guidance for
determining comparable levels, and many managers are there for a number of years,
providing more fine tuning for the system and the PA “score”.

The CEREBRO system was developed by FUNBIO to provide transparency among all
the partners. It allows everyone to review the status of procurement requests, see when
items were shipped, and understand how requested “goods” are being grouped for
purchase. CEREBRO has expedited high levels of program expenditure in Phase 1 and
deserves very high marks for also being clear on what next steps need to be done — and
by who — and report quickly on the ongoing use of the conta vinculada per PA.
CEREBRO’s weakness in Phase 1 was the inability to produce a variety of quick reports
that allow comparison of expenditure pattern across PAs etc. The UCP, FUNBIO, and
other partners have now delineated what types of reports are needed and a CEREBRO 2.0
is expected to be released with much improved reporting capacity in mid 2009.

c. Environmental Monitoring: In an effort to ensure greater objectivity and build MMA
capacity the PAD requested that a separate technical M&E unit be established
independent of the Project Coordination Unit. Originally, in IBAMA, this unit became
part of ICMBio in 2007. Their mandate was to “establish a biodiversity monitoring and
evaluation system at the protected area and regional levels.”

ICMBio chose 5 “strict protection” ARPA PAs for developing monitoring pilots, with the
later addition of a sustainable use PA (Reserva Extrativista Lago Capana Grande, from
Amazonas). In 2005 a set of biodiversity indicators were selected for on-the-ground
studies. From 2006 to 2008 a number of inventories, ecological studies and surveys were
done. Many of the results reported are population census data of key species. Other
research was done on water quality/turbidity/temperature etc, and automatic weather
stations measuring precipitation, etc. were installed in two PAs.
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To assemble the research teams and data, the monitoring and evaluation program has
focused on partnerships (e.g., with the Agéncia Nacional de Aguas and the Program for
Biodiversity Research within the Ministry of Science and Technology). The team’s
effective use of partnerships and outside researchers is one of the highlights of ICMBio’s
effort.

While the above has value, the actual application of the protocols has proven too
expensive and time consuming to be considered a replicable methodology across PAs or
even for ongoing monitoring in the same PA. Thus, the field applications to develop a
prototype of an effective monitoring and evaluation methodology have not proven
effective in Phase 1.

While a system-wide M&E approach for biodiversity monitoring was not effectively
developed by ICMBio, there are many effective field examples being undertaken at the
PA level. Many PA managers have taken it upon themselves to use satellite updates from
the Instituto Nacional de Pesquisas Espaciais (INPE) to monitor hot spots and other
deforestation activity within their PAs. Providing training for all ARPA PA managers to
take advantage of this INPE resource is a potential cost-effective monitoring approach for
the PA level. Using INPE data in all PAs, and coordinating that data analysis on system
wide basis is an opportunity for Phase 2.

As a whole the operating systems for monitoring and evaluating are meeting the needs of
the ARPA partners. The bigger issue of adequately monitoring biological conservation is
a conundrum for most large projects. While a large system-wide effort has not produced
a cost-effective methodology to date, there are a number of efforts happening at the local
scale that provide real promise for more effective biodiversity monitoring and evaluation
in Phase 2.

d. M&E utilization. SisARPA and CEREBRO provide invaluable information for project
management and planning. They are used by project partners almost on a daily basis and
are key elements of project implementation and coordination. Biodiversity monitoring
was not as widely used during Phase 1, but in the areas where it is being carried out, it is
an important tool for PA planning and decision making.

2.4 Safeguard and Fiduciary Compliance

The project complied with World Bank safeguard policies as identified in the PAD: (i)
OD 4.01 Environmental Assessment, (ii) OP 4.36 Forestry, (iii) OD 4.20 Indigenous
Peoples and (iv) OP 4.1230 Involuntary Resettlement.

a. Environmental Safeguards. No significant adverse environmental issues were
identified in ARPA’s first phase. Under OP 4.01, in the project’s environmental analysis
it was noted that no adverse impacts on the environment would occur under Components
1, 4 and 5. Under Component 2 however it was noted that the consolidation of parks and
reserves and the management of the buffer areas around the parks and reserves would
likely result in a limited number of sustainable-use activities for the concerned
communities. Similarly under component 3, two activities were identified as having
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possible adverse environmental impacts, albeit minimal. These were pilot sub-projects to
test income generating activities for PAs and recurrent activities supported under the
endowment fund created under the project.

Most community development and revenue generating sub-projects were contracted late
in the Project and are still on-going. Many of these were capacity building activities and
did not entail any impact in the field. Where there were field activities, the Project’s
mitigation measures proved effective. Those included in project design were: (a) a priori
approval of management plans by the Bank; (b) capacity building; (c) screening
procedures to ensure that activities did not violate Bank safeguard policies; (d)
specification of eligibility criteria in the project’s Operational Manuals that excluded
certain activities (e.g., roads); and (e) sustainable use activities that would have to be
approved by the PC.

Since the only PA met the qualifying criteria to enable it to “graduate” to FAP funding
for recurrent costs did so very late in the project, this was not a factor in Phase 1.

The inclusion of “sustainable use” PAs flagged application of OP 4.36 Forestry policy.
However, there was no forest management activities conducted during project
implementation, therefore making mitigation measures unnecessary.

b. Social Safeguards. No significant adverse social impacts occurred under the Project.
Under OD 4.20 Indigenous Peoples, the basic principle that was adopted in project design
and implementation was no support would be given to PAs that overlap with existing
Indigenous Lands or any other types of indigenous areas not yet fully identified or
demarcated. Components 1 and 2 of the Project were thought to be most relevant to OD
4.20. To ensure that the aforementioned principle was applied during the creation and
consolidation of PAs, an extensive consultation and public participation process leading
to the development of an Indigenous Peoples’ Strategy was supported in project
preparation and continued in its implementation.

Under OP 4.12 Involuntary Resettlement to address those possible cases where human
presence might be incompatible with conservation objectives of a possible project
supported PA a Process Framework was developed that would provide the necessary
guidance for the preparation of resettlement plans when and if they became necessary.

At the time of the MTR, the mission noted that the previously cited frameworks were in
place and operating. Nevertheless, with the participation of new stakeholders in the
Project (e.g., new incoming staff in MMA/ICMBio and staff from State OEMAS that had
recently signed project agreements) additional training was provided in the use of the
framework.

Finally, a permanent Conflict Mediation Committee (CMC) was established as a
condition of effectiveness for the purpose of aiding the Project in negotiating and
proposing potential solutions to social issues related to the creation and implementation
of PAs and acting as forum for the discussion and resolution of issues related to tradition
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populations existing inside “strict protection” PAs. The CMC was never convened,
arguably an indicator that no significant social issues were encountered in this phase 1 of
the Project.

c. Fiduciary Compliance

Financial Management

Except for presenting FMRs with delays, FUNBIO complied with all other financial
conditions stated on article IV, section 4 of the said Grant Agreement. During project
execution FM arrangements have improved, as detailed below and currently are
considered Satisfactory. The risk associated to the project was kept as Moderate.

Procurement

FUNBIO experienced initial difficulties in following procurement procedures, due to its
inexperience in dealing with Bank's rules and the inherent difficulties of projects in the
Amazon. However, FUNBIO's procurement performance improved remarkably during
implementation, due to a larger and better qualified procurement staff and to the growing
institutional experience on Bank's and Brazilian Government's procurement rules. Ex-
post reviews were conducted by the LC5 procurement team for all project Fiscal Years
and confirmed that procurement in the Project was being handled in accordance with the
agreed procedures. The project had only one minor case of misprocurement. Procument
was rated Moderately Satisfactory.

2.5 Post-completion Operation/Next Phase

The ARPA Project is the first phase of a 3 phase, 10 year program. The first phase was
scheduled to be completed in 4 years but was extended by 18 months. Specific triggers
were incorporated into program design that had to be met prior to proceeding to the
project’s second phase. These were the: (a) creation of a minimum of 9 million hectares
of new PAs, (b) consolidation of 4 millions hectares of existing “strict protection” PAs
and (c) the establishment of an endowment fund, capitalized and meeting performance
benchmarks, as described in the indicators matrix. All triggers were met and (a) and (b)
were greatly surpassed

Planning for the preparation of ARPA’s second phase began in mid 2007. It was agreed
at that time that the ARPA’s goal, objectives and approach as described in the PAD
remained relevant to the project’s next phase, with improvements to the M&E and
production subprojects components. It was agreed at the time a study was warranted to
evaluate the financial implications of supporting newly created “sustainable use” PAs on
FAP. Other studies to support preparation of the ARPA’s 2™ phase were identified and a
timetable prepared. In anticipation of soliciting additional GEF funds a Project
Identification Form (PIF) was prepared in early February working on a nominal figure of
US$ 20 — 30 million of GEF grant funds. These activities were followed up most
recently in a multi-stakeholder workshop held in Brasilia in March 2009. By the time of
the workshop, the environment had changed significantly from the situation at the
initiation of discussions. New factors that needed to be considered included: (a) the
effects of the financial crisis on both the FAP and GEF and their respective resource
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base; (b) the relevance of GEF’s RAF policy on resource availability in GEF V; (c) the
likely shortfall in project resources to bridge the period between the two phases; (d)
government counterpart; and (e) the coming elections and their impact on changes in
personnel. Project partners are currently meeting regularly to discuss aspects of the
preparation of Phase 2. These meetings are attended by MMA, FUNBIO, donors, states
and civil society representatives.

3. Assessment of Outcomes
3.1 Relevance of Objectives, Design and Implementation

During President Lula’s second term there have been a number significant decisions
taken that were supportive of (and in some cases influenced by) ARPA that demonstrated
the relevance of the project’s objectives to the country and have contributed to creating a
sound, enabling environment for the Program’s 2™ phase. These include: (a) the 2003
approval by the President and all governors of the North Region of the Sustainable
Amazon Plan (PAS) that identifies the improvement of Amazonia’s provision of global
environmental services as one of its 6 0bjectives4; (b) a December 2006 CONABIO
resolution establishing national biodiversity goals, objectives and targets to be achieved
by 2010, including the protection of 30% of the Amazon biome; (c) the 2007 creation of
the ICMBio which will provide an increased public profile for and focus on the
management of federal protected areas; and most recently (d) ICMBio’s 2008 public
concurso to hire an additional 140 administrative and 210 technical staff of which some
80 % of the latter are projected to go to the Amazon Region as environmental analysts; a
large portion to the PAs, given the significant increase in their number as a result of
ARPA. This will represent a major input to reaching ARPA’s minimum personnel
criterion for PAs to receive funding by FAP. Finally, as another excellent example of the
relevance and harmony of the project’s objectives and implementation with the country’s
priorities, ARPA was a major contributor to and will benefit from the development and
adoption of the Amazon Biodiversity Conservation and Investment Strategy and Map’ by
MMA which will provide a critical tool in prioritizing candidate PAs under the second
phase.

The Bank’s 2008-2011 Country Partnership Strategy (CPS) for Brazil is fully supportive
of a subsequent ARPA phase 2. The CPS includes the Amazon Partnership Framework
which outlines a full-service partnership. The Framework identifies four main themes that
included working in the management of large protected and indigenous areas. In addition

* The other five objectives are: (i) reduction of rural poverty and increase in social protection; (ii) continued
reduction in the structural deforestation rate; (iii) improvement of basic services, especially in rural
communities; (iv) designing major infrastructure projects which address social and environmental aspects
while supporting regional and national growth; (v) supporting indigenous and traditional communities’
ways of life.

> Available at http://www.mma.gov.br
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to calling for the continuation of ARPA, the Framework also identified the expansion
and/or consolidation of state protected areas as an indicative example of possible
activities that could be supported as a component of sector wide state loans during the
CPS period. The mobilization of grant funds (including GEF) will continue to be a major
tool in the implementation of the CPS.

3.2 Achievement of Global Environmental Objectives
Rated: Satisfactory.

The stated PDO was “to expand and consolidate the protected areas (PAs) system in the
Amazon region of Brazil.” The PDO was fully realized. This was assessed through
evaluation of the four phase 1 objectives and associated results presented in the PAD’s
Logframe.

Expansion of PAs. The Project made a significant contribution to an increase in the
number and area of PAs in Amazon. Specifically, 13 “strict protection” PAs totaling 13.2
million ha and 30 “sustainable use” PAs totaling 10.8 million ha were created under
ARPA’s 1* phase. This far surpassed the expected results estimated in the PAD of 18
million ha of new PAs (9 million ha of “strict protection” PAs and 9 million ha of
“sustainable use” PAs) created (see table 1 for list of PAs created under ARPA).

Table 1: Protected Areas established under ARPA

Parque Estadual Cristalino I e Strict Mato Grosso Decree 1471
11 2000 MT Protection 59.01 Envir Sec. 09/06/2000
Reserva Extrativista Alto Sustainable
Tarauaca 2000 AC Use 179.602 ICMBio - Federal
Parque Nacional da Serra da Strict Decree w/n
Cutia 2001 RO Protection 283.807 ICMBio - Federal 01/08/2001
No creation
Parque Estadual do Xingu Strict Mato Grosso document registered
2001 MT Protection 138.893 Envir Sec. in CNUC

Reserva Extrativista Rio Sustainable Decree w/n
Cautario 2001 RO Use 75.124 ICMBio - Federal 07/08/2001
Reserva Extrativista Barreiro Sustainable Decree w/n
Das Antas 2001 RO Use 106.111 ICMBio - Federal 07/08/2001
Reserva Extrativista Baixo Sustainable Decree w/n
Jurua 2001 AM Use 187.98 ICMBio - Federal 01/08/2001
Reserva Extrativista Auati- Sustainable Decree w/n
Parana 2001 AM Use 146.941 ICMBio - Federal 07/08/2001
Parque Nacional Montanhas Strict Decree w/n
Do Tumucumaque 2002 AP Protection 3,865,119 | ICMBio - Federal 22/08/2002
Parque Estadual Igarapés Do Strict Mato Grosso Decree 5438
Juruena 2002 MT Protection 109.279 Envir Sec. 12/11/2002
Reserva Extrativista Sustainable Decree w/n
Cazumba-Iracema 2002 AC Use 748.905 ICMBio - Federal 19/10/2002
Reserva Extrativista Do Rio Sustainable Decree w/n
Jutai 2002 AM Use 275.512 ICMBio - Federal 16/07/2002
Reserva Extrativista Sustainable Decree w/n
Maracanad 2002 PA Use 30.642 ICMBio - Federal 13/12/2002

i No creation
Reserva de Desenvolvimento . . .
Sustentavel Piagagu Purus Sustainable Amazonas Envir fiocument registered

2003 AM Use 1,005,279 | Sec. in CNUC

Reserva Extrativista Catua- 2003 AM | Sustainable 215.415 | Amazonas Envir | No creation
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Reserva de Desenvolvimento

Ipixuna Use Sec. document registered
in CNUC
Strict Decree 10.670
Parque Estadual Chandless 2004 AC | Protection 693.975 | ACRE Envir Sec. | 02/09/2004
Reserva Extrativista do Lago Sustainable Decree w/n
do Capand Grande 2004 AM Use 304.309 ICMBio - Federal 03/06/2004
Reserva Extrativista Riozinho Sustainable Decree w/n
do Anfrisio 2004 PA Use 736.104 ICMBio - Federal 08/11/2004
Reserva Extrativista Verde Sustainable Decree w/n
Para Sempre 2004 PA Use 1,288,546 | ICMBio - Federal 08/11/2004
Estagdo Ecologica da Terra Strict Decree w/n
do Meio 2005 PA Protection 3,373,131 | ICMBio - Federal 17/02/2005
Parque Nacional da Serra do Strict Decree w/n
Pardo 2005 PA Protection 445.394 ICMBio - Federal 17/02/2005
Parque Estadual Guariba Strict ) Amazonas Envir Decree 98884
2005 AM Protection 70.364 Sec. 25/01/1990
No creation
Parque Estadual Sucunduri Strict Amazonas Envir document registered
2005 AM Protection 788.257 Sec. in CNUC
Reserva de Desenvolvimento Sustainable Decree w/n
Sustentavel Itatupa-Baquia 2005 PA Use 64.441 ICMBio - Federal 14/06/2005
. No creation
Reserva de Desenvolvimento . . .
Sustentavel Rio Amapé Sustainable Amazonas Envir fiocument registered
2005 AM Use 214.132 Sec. in CNUC
Reserva de Desenvolvimento Sustainable Amazonas Envir Decree 25039
Sustentavel Uacari 2005 AM Use 623.934 Sec. 01/06/2005
Reserva de Desenvolvimento . . No creation .
Sustentavel Bararati Sustainable Amazonas Envir fiocument registered
2005 AM Use 111.101 Sec. in CNUC

No creation

Sustentavel Aripuana Sustainable Amazonas Envir fiocument registered
2005 AM Use 218.505 Sec. in CNUC
Reserva Extrativista Riozinho Sustainable Decree w/n
da Liberdade 2005 AC Use 348.238 ICMBio - Federal 17/02/2005
Reserva Extrativista Mapua Sustainable . Decree win
2005 PA Use 66.383 ICMBio - Federal 20/05/2005
Reserva Extrativista Ipau- Sustainable Decree w/n
Anilzinho 2005 Use 55.834 ICMBio - Federal 14/06/2005
Reserva Extrativista Arioca Sustainable Decree w/n
Pruana 2005 PA Use 59.355 ICMBio - Federal 16/11/2005
Parque Nacional do Juruena MT- Strict . . Decree win
2006 AM Protection 1,957,100 | ICMBio - Federal 05/06/2006
. . Strict Decree w/n
Parque Nacional do Rio Novo 2006 PA | Protection 538.119 | ICMBio - Federal | 13/02/2005
Reserva Extrativista Rio Iriri Sustainzble . Decree win
2006 PA Use 398.987 ICMBio - Federal 05/06/2006
Reserva Extrativista Terra Sustainable Decree w/n
Grande Pracuuba 2006 PA Use 194.867 ICMBio - Federal 05/06/2006
Reserva Extrativista Rio Sustainable Decree w/n
Unini 2006 AM Use 833.733 ICMBio - Federal 21/06/2006
Reserva Extrativista Arapixi Sustainable . Decree w/n
2006 AM Use 133.707 ICMBio - Federal 21/06/2006
.. . No creation
E:ZZZ?OEXtraUWSta do Rio Sustainable Amazonas Envir document registered
2007 AM Use 477.042 Sec. in CNUC
Resex Médio Purus Sustainable . Decree w/n
2008 AM Use 604.209 ICMBio - Federal 08/05/2008
. . Sustainable Decree w/n
RESEX do Rio Ituxi 2008 AM | Use 776.94 | 1CMBio - Federal | 05/06/2008
R Sustainable Decree w/n
RESEX do Rio Xingu 2008 PA | Use 303.841 | ICMBio - Federal | 05/06/2008
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Consolidation of PAs. With respect to the “consolidation” of PAs, the expected results
at the end of project were to be 7 million hectare of existing “strict protected” PAs and 3
million hectares of new “strict protection” PAs. Only one existing “strict protection” PA
(Reserva Biologia do Uatuma) covering some 938,000 ha in area had been classified as
“consolidated” by the PCU as of February 2009. Nevertheless, an additional existing 7
PAs are currently in an advanced stage of consolidation together with an additional 3
existing PAs,. represent in the aggregate 6,900,000 hectares.

The Project had little problem in the “creation” of PAs. In fact, the expected results were
obtained well before the end of the project (see Table 1 above). The difficulty in
reaching consolidation status was based on meeting the number and thresholds of criteria
established in the PAD to qualify for reclassification as “consolidated”. This was in
particular due to: (a) an underestimation of the time and cost associated with the
preparation of (or updating of existing) management plans (up to 2 years and costs of
US$ 300 — 400,000); (b) delays in procurement of equipment and services particularly
with respect to infrastructure; and (c) difficulties in meeting minimum staffing
requirements (a minimum of 5 staff in “strict protection” PAs), a criterion dependent of
government counterpart contributions.

Establishment and Capitalization of an Endowment Fund. By the end of the Project
an endowment fund was to be established and the development of the necessary financial
mechanisms. In addition to its creation the fund was to be capitalized at a minimum of
US$ 29 million. FAP was created and despite sharp changes in currency exchange rates
and the collapse of global equity markets in late 2008, reached a capitalization of US$ 18
million prior to October. This is expected to be substantially increased as soon as the
GOB approves a KfW contribution of Euro 10 million resulting in almost double the
projected results. In addition to GEF and KfW, the other major contributor to FAP was
WWEF/Brazil (US$ 7.8 million).

M & E Methodology of Environmental Monitoring. The final objective in support of
the PDO was the developing and testing of an environmental monitoring and evaluation
protocol to improve the quality and reliability of information in PAs. The expected result
by the end of project was a methodology for environmental monitoring defined and
implemented in specific PAs. While a system-wide M&E approach for biodiversity
monitoring was not effectively developed by ICMBio to date, there are a number of
efforts happening at the local scale that provide real promise for more effective
biodiversity monitoring and evaluation in Phase 2. There were in fact a number of
protocols developed for standardizing data collection across PAs. Some field work was
completed in 6 PAs (an additional PA was included beyond those identified in the PAD)
and monitoring stations for automatic data collection installed, partially achieving the
expected result. As a whole, the operating systems for monitoring and evaluating are
meeting the needs of the ARPA partners.
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3.3 Efficiency
Rating: Not Rated

At the time of appraisal there were no requirements to include calculations of economic
and financial rates of returns. However, in line with GEF requirements, an Incremental
Cost Analysis was prepared. Moreover, any economic analysis would be constrained due
to lack of economic data from the sustainable development (sub-component 2.4) and
revenue generating (sub-component 3.2) sub-projects. In the former case these were
initiated late in the Project and mostly entailed training and capacity building activities.
In the case of the latter, these were postponed until the next phase. Thus, no benchmark
or baseline figures were established and these rates cannot be calculated precisely as of
the date of the ICR.

3.4 Justification of Overall Outcome Rating
Rating: Satisfactory.

Considering that the projected achieved and even surpassed virtually all of its
development objectives,(as noted in detail above) the “Overall Outcome” was rated
“Satisfactory”. The ARPA project is the most innovative and successful project currently
strengthening the Brazilian protected area system (SNUC) in the Amazon. ARPA has
doubled the amount of the Brazilian Amazon under strict protection — from the 3.2% (12
million hectares) at the start of the project to over 25 million hectares today. The addition
of another 10 million hectares in sustainable use areas meets two societal needs in Brazil:
conserving biodiversity and providing improved livelihoods for traditional forest dwellers.

For years there has been a sense that protected areas in the Amazon cannot be effectively
managed given their size, extensive logistical complications, and the numerous threats in
the area. The ARPA project has proven effective protected area creation and management
can have a real impact in reducing deforestation and protecting biodiversity as well as the
rights of local peoples. This project also showcases that private-public partnerships can
break through long-standing bureaucratic and administrative bottlenecks creating the
operational capacity to effectively support field stafft.

3.5 Overarching Themes, Other Outcomes and Impacts

a. Poverty Impacts, Gender Aspects and Social Development. The Project’s main
activities that would have had potentially positive impacts on social development were
the sustainable development sub-projects (sub-component 2.4) and revenue generating
sub-projects (sub-component 3.2). In the former case these were initiated only late in the
Project but several of this will be carried over into the Project’s next phase. In the case of
the latter the studies are just being completed and will go forward in the next phase.
Moreover, the public consultation process required for PA creation and support under
ARPA helps strengthening local associations and other civil society groups, as well as
building ownership for environmental policies in the Amazon. ARPA’s support for
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sustainable use PAs assures long term protection of vulnerable forest communities to
potential threats brought by the expansion of the economic frontier.

b. Institutional Change/Strengthening.
(particularly with reference to impacts on longer-term capacity and institutional development)

Under ARPA’s sub-component 2.4, a “capacity building” working group was established
in 2006 to develop a training plan to support the building of capacity among PA
managers. With assistance from GTZ, the plan was completed and implementation
initiated. A number of courses were supported and included introductory courses in PA
management (with WWF/Brazil and Ipe) and management of participatory processes.
These courses were critical because many of the PA managers posted to Amazon PAs
were biologists by training and not equipped to manage PAs and all that entails (e.g.,
community participation). Finally, these courses may have played a contributory role
leading to the reduction of rates of attrition of PA staff recruited for Amazon PAs.
Despite these successes, many of the projected activities to be supported under this sub-
component were postponed until the next phase due to financial short-falls.

In addition to the above, in 2007, the PCU together with GTZ, developed a training
program in 7 PAs with the objective of promoting a results-based management model
based on Brazil’s National Program of Excellence in Public Management and
Streamlining (Desburocratizacao) coordinated by the Ministry of Planning (MOP).
Major themes of the program included leadership, strategies and plans, civil society,
information and knowledge, human resources management and results based
management. Based on the initial results the program will be expanded to include an
additional 9 PAs. The “mainstreaming” of MOP “best practices” in ARPA PAs will
likely contribute to the long-term sustainability of project supported PAs as long as staff
can be maintained and attrition reduced in these PAs.

FUNBIO was also significantly strengthend through the Project. At the onset of the
Project, FUNBIO did not have any in-depth expertise to manage large scale procurement,
certainly not in terms of the magnitude and scope of ARPA nor in working in the
Amazon. Today, there is no other services provider that can provide the unique set of
services in support of biodiversity conservation in the Region. They will be critical to the
continued success of ARPA in the subsequent phases.

Finally, there is evidence that ARPA did have a significant positive influence on PA
management elsewhere in SNUC through contributing to improvements in: (a) quality of
POAs in MMA/PAs, (b) PA monitoring and (c) the quality of and process leading to the
preparation of management plans. Arguably these achievements have laid the
groundwork for the future formulation of new government policies.

c. Other Unintended Outcomes and Impacts.

Three unintended impacts were identified in ARPA’s 1* phase. These were:
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Perverse Incentives. An unexpected impact identified in the independent project
evaluation was the existence of a possible perverse incentive in project design affecting
the intent and rate of PAs to “graduate” to ARPA’s consolidation phase. Specifically,
under ARPA, PAs received a substantial level of support in the “creation” phase that
covered investments in infrastructure and equipment. However, once meeting minimal
threshold criteria project design calls for the reclassification of these PAs to a
“consolidated” status under which they would then qualify for funding from FAP.
However, FAP funding only covers recurrent costs, signifying a substantial reduction in
resources available to the PA. Arguably this provided a disincentive to the best prepared
PAs to “graduate” and rewards the less efficient PAs. The preparation of ARPA’s Phase
2 is exploring possible positive incentives to PA “graduation”.

Conta Vinculada. Delays in procurement continued to hamper ARPA particularly in the
early years of project implementation. . Funbio and The Bank, together with the other
project partners, taking into account the unique characteristics of the Region and the
needs of local PA managers, identified a series of alternative procurement procedures
designed to facilitate acquisition of local “goods and services” in remote areas (conta
vinculada). The procedures included the preparation of an acquisition plan by PA teams,
technical specifications and approval rules and decentralized purchasing for lower valued
items through the creation of sub-acccounts directly managed by PA managers. This was
unanticipated in project design and an unexpected development during the course of
project implementation but proved to have substantial impact at the level of the PAs
contributing to increased efficiency and improved morale.

ARPA and Climate Change. As the world looks to protect the Amazon as a globally
essential carbon sink, ARPA has been an important showcase of the types of mechanisms
needed to be successful. A recent study on the Amazon indicated that “the model showed
that by 2050, expansion of protected areas during 2003-07 reduced 272,000 km? (27.2
million ha) in deforestation, thereby avoiding 3.3+1.1 gigatons of carbon (GT C)
emissions, of which 0.4 GT C was attributable to 13 protected areas established with
ARPA’s support. Including an additional 127,000 km? (12.7 million ha) of new ARPA
protected areas throughout 2008, the ARPA program would reduce a total of 1.4 GT C
(or 5.1 GT CO2) in emissions by 2050.” 6

Related research looks at “unintended” carbon emissions from the Amazon due to climate
change affecting the ecology. Models indicate reduced rainfall, increased forest fires,
and “savannahization” of certain areas of the Amazon. In these models the preservation
of large blocks of forest is considered an important part of preserving ongoing rainfall
patterns as water will recycle more effectively in large block areas. The ARPA projects
and efforts to create large PAs are seen as a critical investment in limiting “unintended”
carbon emissions and maintaining high levels of ecosystem functionality.’

6 Soares-Filho et. al., p 1.

7 MMA-ARPA Atualizagdo das Areas Prioritarias para a Conservagio ..., “The Value of Protected Areas in Avoiding Climate Change in the Amazon” by Philip M.
Fearnside., INPA.
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3.6 Summary of Findings of Beneficiary Survey and/or Stakeholder Workshops
(optional for Core ICR, required for ILI, details in annexes)

Despite the fact that no official stakeholder workshop was required to specifically
evaluate the findings reported in this ICR, a series of working groups met to discuss
outcomes achieved and the preparation of Phase 2. These working groups have been
formed with participation of representatives from the federal and state government, and
environmental and social NGOs. The fact that the country incorporated the ARPA project
as a federal program of high visibility and with a lot of state and municipal support is the
best assurance that the lessons learned from implementation and the project’s outcomes
will be fully incorporated by the government.

4. Assessment of Risk to Development Qutcome
Rating: Moderate.

The risk to the Development Outcome is rated Moderate. This is due to a weighing of a
number of factors. Factors contributing to moderate risk are:

Multiple Phase Program. The Project is the first phase of a three phase program with
explicit triggers required to be met prior to passing to the next phase. Thus it is highly
likely that PDO would be maintained with little risk during the remaining course of the
ARPA Program. Moreover, there exists a substantial amount of time remaining in the
Program to consolidate the achievements to date, adsorb the “lessons learned” and make
any required adjustments in program design to reduce future risk to the PDO.

Continued Support of Donors. Past and future expressions of support by ARPA’s main
donors most recently reconfirmed in the Discussao de Propostas para o GEF ARPA 2
workshop in Brazilia on the 12 and 13" of March demonstrates a belief in both the need
for ARPA and that past and future achievements will likely be maintain after the Program
ends.

Institutional Support. MMA continues to show its support for the maintenance of
existing and the creation of future PAs as evidenced by its support for relevant policy
tools such as the Map of Priority Areas for the Conservation, Sustainable Utilization and
Sharing of Benefits of Brazilian Biodiversity established by Presidential Decree in May
2004 and the Biodiversity Conservation and Investment Strategy. Nevertheless,
difficulties experienced by MMA in the Program’s first phase in providing agreed on
counterpart financing and staffing of Amazon PAs underline the importance of the
establishment of FAP and continuing to seek its capitalization and in parallel, seek
alternative sources of financing.

Climate Change. Given the growth in international interest to support efforts to

mitigate the effects of climate change and the unique global role that Brazil’s Amazon
plays in maintaining regional and global CC processes, there will likely be a continued
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and diversified interest in maintaining and building on ARPA’s achievements. The
government created the Amazon Fund at the end of 2008 as its alternative to receive
compensation for reducing CO, from deforestation without having to rely on market-
based mechanisms. The Amazon Fund will support the prevention, monitoring and
combating of deforestation, and the promotion of conservation and sustainable use of
natural resources in the Amazon. The Fund will operate through grants, focusing on the
following activities: (i) forest management in public lands; (i1)) management of protected
areas; (ii1) monitoring and enforcement of environmental laws; (iv) sustainable use of
forest resources; (v) zoning and land regularization; (vi) biodiversity conservation and
sustainable use; and (vii) rehabilitation of degraded areas. In this context, ARPA shall
play a very important synergic role as one of the viable and consistent projects for
Amazon Fund implementation, helping not only the disbursement pace of financial
resources but also its conservation targets.

Despite these factors there are nevertheless challenges to be met that might extend
beyond the Program’s life that could affect the long-term sustainability of the PDO.
These are:

FAP Assets. As documented in a recent consultant’s report, FAP’s assets are legally
owned by FUNBIO. However, ARPA’s Program Committee (PC) has sole authority
over their use subject to “no objection” from the Program’s main donors. Post-program
institutional arrangements to manage FAP’s investment will take into consideration a
transitional period where FAP initial management shall be managed by PC while a
detailed Operational Manual is concluded, tested and finally approved.

Changes in Financial Markets and Rates of Exchange. As amply demonstrated
during ARPA’s first phase, sustainable financing can be subject to substantial risk to the
fluctuation of currency and global equity markets. It is a prudent strategy to embark on
seeking other sources of parallel financing outside but complementary to the ARPA’s
endowment fund to reduce risk. This is further supported by the results of one project
consultant that estimated that US$ 300 million with 5% net annual income would be
required to support the long term management of ARPA “strict protection” PAs.
Currently, Brazilian legislation does not allow for direct financial contributions from
federal and/or state governmental budgets. However, studies carried out under the
Project indicated the possibility of using environmental compensation funds as potential
sources of contribution to FAP. This possibility is being explored by preparation of
Phase 2.

MMA Personnel Policy. The lack of a supportive personnel policy and its contribution
to contracting of poorly qualified candidates, high attrition rates and low employee
morale will continue to pose a risk to long-term sustainability of PAs created in the
Amazon. A human resource policy to reduce turnover and value human resources is
urgently required. It is encouraging to see that MMA/ICMBio have recently began to
support a number of additional measures in response to address this issue (e.g., concursos
and internal consultations).
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Permanency of ARPA Personnel. A final concern is the critical mass of highly
qualified people that now exist in key institutions FUNBIO, PCU and ICMBio that are at
risk of being lost to the Program’s second phase; in the case of the former due to
projected gap in funding and in the case of the latter two, change in government, which
may result in personnel turnover.

5. Assessment of Bank and Borrower Performance

5.1 Bank

a. Bank Performance in Ensuring Quality at Entry
Rating: Moderately Satisfactory

The Bank’s overall performance during identification, preparation and appraisal of the
project was moderately satisfactory. Preparation was characterized by a long but
comprehensive participative consultation process. Similarly, a close and productive
relationship was established with MMA, FUNBIO and the other donors. This was to
prove valuable in mobilizing and maintaining the necessary support needed to achieve
many of the phase 1 project’s outputs. The preparation team carried out missions during
this period that included visits to all Amazon states to gauge level of interest and
commitment to ARPA; a key factor in reaching a high level of participation on the part of
the states during project implementation. During this long and at times difficult
preparation process the Bank team showed great sensitivity and sound negotiation skills.
Key issues that were satisfactorily resolved during this period included reaching
agreement on the role of the private sector in contributing to the creation and
implementation of protected areas in the Amazon and accommodating requests for
further inclusion of civil society in ARPA relatively late in project preparation.
Preparation took into account fully the priorities of the CAS and relevant GEF focal area
and operational program. The team also took into account previous operations in Brazil,
particularly the GEF-supported FUNBIO project which was to prove crucial in the design
of ARPA. The selection of a multi-phase program approach in such a large and complex
area was also critical.

Nevertheless, given that government policy limiting the project’s 1** phase to four years,
project design should have been adjusted accordingly to reflect a less ambitious approach.
An institutional analysis would also have been highly useful in identifying both the
challenges that were waiting in the procuring of “goods and services” in the Amazon and
FUNBIO’s limited capacity at the time to be able to respond to these challenges. This
might have been useful in supporting capacity building activities early in the project to
reduce the delays experienced during the first two years of implementation. The design
team did an excellent job in identifying risks to the project but many of the proposed
mitigation measures were either not relevant and/or proved to be ineffective. Monitoring
and evaluation of biodiversity was one of the project’s weak points. A good deal of
thought went into technical monitoring of biodiversity but the component objective and
design was overly ambitious and arguably could have justified a separate project in its

32



own right. In contrast to the detail provided on technical monitoring, there was little
evidence and guidance in provided in project design with respect to the establishment of a
project level M&E system. While M&E systems were eventually developed by FUNBIO
and the PCU respectively, additional preparatory work might have resulted in an
integrated system that would have contributed to increased institutional cohesiveness.

b. Quality of Supervision
Rating: Satisfactory

The Bank’s overall performance during supervision was satisfactory. There was
considerable evidence that the Bank’s reputation and credibility in Brazil was a major
factor in achieving strong inter-donor participation and collaboration in the Program; a
not inconsiderable task given the number of donors and respective funding priorities in
such a large and ambitious program. The fact that all donors are continuing to support
operations in the Program’s 2™ phase is evidence of the success achieved during the 1%
phase Project.

The continued involvement of one TTL throughout the Program’s first phase was a
significant positive factor contributing to project consistency and achievements. The
Bank conducted a total of 14 supervision missions over the 6 year of life of project. As
the Project began to meet the reality of supporting field operations and disbursement
began to lag, to the Bank’s credit the number of supervision missions increased in
frequency. Joint supervision missions including the executing agencies, state
governments and the donors began early in implementation and provided a highly useful
vehicle for team-building and resolving of issues as they occurred. However for the most
part, supervision missions were confined to Brasilia. Integrating a site visit into each
mission might have provided better opportunities to assess the challenges faced in
implementation of the Project in the field. ISRs could have been improved in providing
additional detail on project progress and difficulties. Finally, the supervision missions
could have been more resolute in ensuring that previous recommendations were enacted
on by the executing agencies (e.g., meeting government commitments on staffing PAs
and several of the recommendations from the MTR).

With respect to the issue of institutional cohesiveness flagged in the MTR, the Bank
together with other donors, requested a number of adjustments that led over time to
increased communication and coordination. The team was also proactive in supporting a
grant amendment to extend the Project at an appropriate time when it became likely this
would be required. Similarly, preparations for the project’s second phase began
sufficiently early to provide for adequate consultation and discussion.

The Bank’s environmental safeguard policies and accompanying frameworks were fully
satisfied accompanied by periodic evaluation for compliance and supported with training
of local teams. There was no need to turn to the Project’s Conflict Mediation Committee
(CMC) which arguably could be attributable to the high degree of public consultation in
during the preparation process and reduction of risk of conflicts.
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Finally, there were considerable difficulties with respect to meeting the Bank’s
procurement requirements particularly due to the lack of suppliers in the Amazon region
and the associated delays and occasional purchase of equipment that proved not to be
suitable Amazon conditions (e.g., the purchase of Mercury vs. Yamaha outboard engines).
This was not unique to ARPA and was cited in other relevant projects in Brazil (e.g.,
PROBIO ICR). However to the credit of the Bank team, the Bank did show flexibility in
agreeing to the adoption of the conta vinculada; an innovative approach that provided
local PA managers increased flexibility in meeting local recurrent costs (e.g., purchase of
fuel) without being subjected to lengthy procurement requirements.

c. Justification of Rating for Overall Bank Performance
Rating: Moderately Satisfactory.

In consideration of the ratings for preparation and supervision (above), the overall rating
is considered moderately satisfactory.

5.2 Borrower

a. Government Performance
Rating: Satisfactory

Brazil’s Ministry of Environment (MMA) through the General Coordination entity
composed of the Secretariates of Coordination of the Amazon Region and Biodiversity
and IBAMA was responsible for the Project’s overall government institutional
coordination and articulation with environmental policies and projects. During the course
of the project, MMA experienced significant personnel changes associated with two
national elections, a re-organization and a new counterpart partner at the operational level
with the creation of ICMBio in 2007. Two of these events warrant further description.
After ARPA’s long preparatory period with MMA staff from the Cardoso government,
the change in government (and party) at the onset of project implementation contributed
to significant delays (more than 8 months) in the Project’s first year due to the change of
interlocutors. Competing interests between the Ministry’s two participating Secretariats
(Secretariat for Amazon Coordination, and Biodiversity and Forests Secretariat) appeared
to be an additional factor in contributing to these delays during the first two years.
However, by the project’s second year these issues were largely resolved and rate of
implementation began to increase. However, in 2007 the creation of ICMBio resulted in
considerable disruption of personnel and unrest among employees culminating in a 4
month strike that contributed to another round of delays. Despite these institutional
changes and at times associated turmoil, MMA proved to be a substantial partner. MMA
played a key role in negotiating lands with other relevant agencies to be declared for PA
designation. Moreover, they contributed significantly to the resolution of a number of
issues. This included supporting two public concursos to hire personnel in support of
SNUC and the ARPA-supported PA in the Amazon, establishment of focal points in the
Ministry and participating and adopting new policy tools in which ARPA had made a
significant contribution.
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Nevertheless, there were also a number of areas in which MMA could have played a
more effective role in supporting ARPA. These included: (a) difficulties in meeting
counterpart co-financing requirements in 2005 and again in 2008/09; (b) closely related
to (a) were the difficulties in staffing ARPA PAs with adequate numbers of personnel
needed to meet criteria to qualify for FAP funding; (c) failure to establish an adequate
system to track counterpart co-financing and provide the accompanying documentation
(despite repeated requests from the donors since the onset of the Project); (d) reluctance
to establish fulltime focal points in the relevant Ministry’s Secretariats that would have
contributed to increased project impact both in terms of advancing field activities as well
as “mainstreaming” project innovations and “lessons learned;” and (e) not using the
Project’s committees and panels, particularly the Program Committee and Scientific
Advisory Panel, to greater effect.

b. Implementing Agency or Agencies Performance
Rating: Satisfactory

PCU. The PCU had an executive function and provided a critical link between the PC
and ARPAs’executing agencies. Among its many functions were supporting, monitoring
and in some cases executing Project activities and ensuring that the technical
administrative and financial procedures of the Bank were followed. In addition, it
reviewed PA-specific POAs and prepared the consolidated POA and was also to provide
the secretariat for the Project’s various committees and panels. Once staffed, the PCU
worked effectively though, together with MMA/ICMBio and FUNBIO, could have
developed a more cohesive inter-institutional working relationship. This was despite the
shifts in institutional “homes,” experiencing high turnover of staff and undergoing a
change in coordinators in 2008 at a critical time in bring the Project to a successful
closure.

FUNBIO. At the start of project implementation, FUNBIO was staffed by a highly
qualified team of professionals, managed conservation trust funds and had a strong Board.
It did not have in-depth (or backroom) expertise to manage large scale procurement,
certainly not in terms of the magnitude and scope of ARPA nor in working in the
Amazon. ARPA represented a major challenge, one that required contracting and training
a large team and time was required to “climb the learning curve.” As a resulted the
Project suffered substantial delays in procurement particularly in the project’s early years
until a trained team was in place. Moreover, it created a major division on FUNBIO’s
highly esteemed Board of Directors that eventually resulted in a reorganization of
FUNBIO at the behest of the donors that contributed to further delays. To some extent
these delays were inherent to the Project, particularly with respect to following the Bank
procedures as well as those of other donors and the unique conditions faced when
working in the Amazon. Today, there is no other services provider that could provide the
unique set of services in support of biodiversity conservation in the Amazon. They will
be critical to the continued success of ARPA in the subsequent phases.

In term of creating and managing FAP, in face of the magnitude and rapidity of the
global crash in markets there seems little that FUNBIO could have done to mitigate the
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risk after its occurrence. To FUNBIO’s credit, by their own initiative in 2007 they had
already initiated activities directed at developing a strategy to identify and capture other
sources of financing outside of FAP in support of ARPA PAs.

Not all of the sustainable development sub-projects supported under sub-component 2.4
were completed by the date of the ICR. Results and “lessons-learned” from those that
were completed apparently are not available and have not been shared with ARPA’s
other institutional partners. FUNBIO’s did not complete any of the revenue generating
sub-projects included under sub-component 3.2; an activity that started late in the Project
and was suspended as the life of project came to closure.

OEMAS. The OEMAS varied in their degree of participation and support for ARPA. In
some cases, States were quite active demonstrated through progress on the ground in their
support for candidacy of state PAs to be included in ARPA including their management
and strengthening of infrastructure and provision of equipment. In other cases support
was lacking. Typical constraints included lack of available counterpart financing, weak
institutions, antiquated institutional structure and processes and in some cases overt
political pressure.

¢. Justification of Rating for Overall Borrower Performance

Rating: Satisfactory

Overall borrower performance is considered “Satisfactory” given the level of
government commitment during the project’s tenure to provide the funding for execution,
satisfactory performance of the line agencies in spite of the extensive institutional
changes and managerial turn over experienced in the period, and including the high levels
of results obtained and the high sustainability of impacts generated. There were no cases
of corruption, or safeguards violations during the project’s tenure.

6. Lessons Learned

Wide General Application

Lesson 1: The validation of participatory concepts and processes during
preparation is fundamental to support implementation of a complex project.
ARPA’s extensive participative consultation during project preparation contributed to the
development of an extensive experiential data base that provided the basis to develop a
detailed methodology that was included in the project design documents. This proved to
be highly useful to guide participative activities in support of PA creation during the
Project’s implementation. These “win-win” situations where activities and processes
supported during design can actually provide, following their refinement, detailed
guidance in implementation should be used more often in the future and expanded to
include other critical processes and procedures that will be faced by executing bodies
(e.g., environmental assessment, preparation of operational manuals etc.). Nevertheless,
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ARPA could have further benefited from an earlier engagement of CSOs in project
preparation.

Lesson 2: Never underestimate the logistical challenges of working in remote
regions. Like all project locales, the Amazon is a unique region that presents a highly
challenging environment to work in, particularly in the conservation of biodiversity
where many of the candidate sites are in the more inaccessible areas. Add to this a low
and sparsely distributed population with few service providers and difficulties in
launching any effort that requires extensive public participation, preparation of
management plans, purchase of equipment, construction of infrastructure and the
associated communications, processes and procedures that accompany these activities are
bound to occur. It is almost always more cost-efficient to factor in local characteristics in
project design even at additional cost in time and resources, than attempt mid-course
corrections as they develop in implementation. Preparation of ARPA 2 incorporates this
lesson in project design. Of particular relevance is to ensure to factor in “premiums” in
terms of costs and time over similar operations elsewhere in the country to better gauge
project costs and calendars to reduce risk of overestimating the achievement of outcomes
and outputs during project implementation.

Project Specific

Lesson 3: Although biodiversity conservation problems are complex, project design
can be simplified to fit local capacities and pace of implementation. While ARPA’s
program design was the right approach to address the magnitude and complexity of issues
and underlying factors needed to create PAs in the Amazon, it was overly-ambitious in its
expectations for the first phase of the Project. Multiple institutions and layers of
government and sectors ranging from biodiversity conservation, social development to
funds management and comprehensive monitoring, while arguably justified for a
Program with this PDO, are rarely successful at least when attempted simultaneously
particularly when constrained by time limitations. Add to this the reality of working in
the Amazon and a government imposed requirement to complete the 1* phase Project in
four years and the situation is ripe to experience one or more setbacks. In this case these
were the partial achievement of stated project outcomes and outputs, an extension of
project closure and postponement of some project activities into the next phase.
Fortunately, none of these changes threatened the long term outcome of the multi-phase
program (though it is likely that the end of program will have to be extended as well).

Lesson 4: Environmental funds’ capitalization plans need regular updates. ARPA’s
trustfund was the first of its kind to be established in Brazil. The fund was designed to
address financial shortfalls from the public purse to cover the recurrent costs of PAs.
However, ARPA’s successful efforts to create so many new PAs, particularly
“sustainable use” PAs, was not anticipated in the initial trustfund design. But only now,
after almost six years of implementation, solid financial records are available with data
that can serve as a basis for projecting expending needs for PAs, thus allowing more
regular updates of the need based on the number of PAs entering the ARPA system and
benefiting from the trustfund revenues.
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Lesson 5: Adaptive and innovation management can determine the degree of success.
The adaptation of ARPA project design has proven to be fundamental for a project at
such large scale, which prevented the usual problems with large bureaucratic
implementation efforts. ARPA’s innovative aspects such as the public-private
institutional arrangements and the conta vinculada have been extraordinarily effective in
dramatically accelerating implementation in the field, with increased agility in creating
new PAs, staffing new PAs, and moving funds to the PA managers for on-the-ground
work.  The conta vinculada was a breakthrough at least in the environmental
management in Brazil and not only resolved “real world” issues faced everyday by PA
managers but provided an important incentive and degree of empowerment that served to
increase morale. This concept came out of thorough analysis and discussion among
ARPA’s partners and impact justified the time investment to reach the right solution.

7. Comments on Issues Raised by Borrower/Implementing Agencies/Partners
a. Borrower/implementing agencies
Comments Received from Ministry of Environment (MMA)

The ARPA Program is considered one of the most important component of the Brazilian
effort to combat deforestation and to conserve biological diversity and ecological process
in the Amazon.

Created in 2002 ARPA is coordinated by the Brazilian Ministry of Enviroment and
implemented by the Chico Mendes Biodiversity Conservation Institut (ICMBio), the
Amazon States and the Brazilian Biodiversity Fund (Funbio).

ARPA is the largest existent program for the conservation of protected areas and has
the challenge of protecting 50 million ha of the Amazon tropical forest in 10 years.

With financial resources coming from the Global Environment Facility (GEF), World
Bank, WWF Brasil, the Kreditanstalt fur Wiederautbau (KFW) and the German Agency
for Technical Cooperation (GTZ), ARPA has completed the execution of the first phase
of the program (2003-2008) with a strong track record of success and innovations.

The innovative management arrangements and the adequated synchronization established
between policies and donated resources, as well as the decentralized execution were the
elements that contributed to reach the goals of the program’s first phase

It is important to highlight that part of these innovations were pushed by the need to
adopt the rules and apply the recommendations made by the donors, in special by the
WB. Innovations which effectively contributed to the establishment of conservation units
supported by the program.

Nowadays ARPA reaches approximately 32 million ha on conservation unit in the
Amazon distributed in 62 conservation units (federal and states), and new goals were
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establish for the second phase of the program: the total area to be protected through the
program will increase from 50million ha to 60million ha.

The continuation of WB support to the Arpa Program is fundamental to the continuity of
this program.

Comments received from FUNBIO:

Funbio participation on the Arpa Project was a major institutional task. After 5 years of
ARPA implementation Funbio has improved and changed in many different aspects, it
gave Funbio the opportunity to master a complete new expertise with large scale
procurement in remote areas and was Funbio’s first project with strict conservation.
Funbio also learned how to manage large scale projects with complex institutional
arrangement including different donors, and government agencies from federal, states and
civil society organizations.

One of the most important aspects of ARPA was the cooperative work achieved by such
different institutions, that was the strength that made possible overcome the huge
challenges ARPA faced on its design and initial phase. There were not few problems in
the lifetime of ARPA, some external to our will and others created by the complexities of
such a project, however, all obstacles were addressed and most of them solved, the ones
that persist are still subject to debate and we hope to solve them with creative approaches
in the next phase. The overall results of ARPA were much more than we expected with a
considerable impact on the worldwide creation of new protected areas since 2003. Many
lessons were learned and applied on its first phase and a lot will be done in the next one,
management innovations are already being implemented in other projects, like in the
Atlantic Forest Conservation Fund, Probio II and GEF Pollinators. Although ARPA has
had a great deal of success, all partners seek continuous improvement in management
and technical aspects. Concerning the World Bank role we acknowledge the importance
of the flexibility given on the Conta Vinculada mechanism but we could have more
improvements on procurement flexibility, especially with regional processes instead of
national due to Amazon logistical constraints and lack of a well established economy to
provide goods and services in the way defined by the Bank. Also a faster consultant
selecting/hiring processes could be of some importance. Finally, we would like to thank
all Bank staff involved in ARPA, we know we asked a lot of difficult questions and
brought a lot of “solutions” different from the business as usual and that required a lot of
work to this staff to react and reply, but not many projects like ARPA were made before
and that requires creativity and, in some cases, boldness. For that and for believing in
Funbio’s capacity to learn and surpass its own limitations we are thankful and hopeful the
second phase will be as rich, as challenging and as successful as this first one.

b. Cofinanciers

Comments received from KFW .
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We would like to thank the World Bank for inviting us to share our views on the ARPA
Program as a contribution to this Implementation Completion Report.

On behalf of the German government, KfW Development Bank has been co-financing
the first phase of ARPA through a grant of EUR 22.6 million. A further EUR 10.0
million grant has been made to Funbio for the Protected Areas Fund (FAP). Technical
Cooperation to the ARPA program is delivered by GTZ through its Tropical Forest
Program on behalf of the German Government with focus on institutional strengthening
and instruments for monitoring and management of the program.

The ARPA Program is a highly ambitious undertaking by the Brazilian government and
the Brazilian states in the Amazon region, with strong support from civil society
organizations and international partners. It has significantly contributed to the expansion
and consolidation of the Protected Areas (PAs) network in the Amazon region, by
supporting the creation and implementation of more than 60 PAs, protecting more than
34 million hectares of tropical rainforest in the Brazilian Amazon — almost the size of
Germany. With 24 Million hectares created, the ARPA program has effectively created
one third of all new protected areas worldwide since 2003. Thus, the Program has
contributed significantly to the CBD’s goal to expand PAs as an effective mean to the
conservation of biodiversity.

The impacts of ARPA are significant: As studies demonstrate, PA play an important role
in containing deforestation in the Brazilian Amazon, thus reducing greenhouse gas
emissions and protecting natural habitat and ecosystems. Apart from its effective results
on the ground, ARPA has induced changes and innovations in effective protected areas
management and in the way biodiversity conservation is perceived locally in several
regions of the Brazilian Amazon.

We consider the following factors key to the Program’s success:

- Strong political commitment to the Program’s objectives from the federal and the
state governments;

- Its participatory approach to planning, implementation and monitoring of Program
activities, involving governmental institutions, civil society and local
communities;

- Strong support from national and international partners, including World Bank,
WWEF Brazil and German Development Cooperation (KfW and GTZ);

- Its innovative and efficient implementation structure, envolving the Brazilian
NGO Funbio as the implementation agent of the Program;

- Clear, quantitative objectives that are directly linked to effective biodiversity
conservation and emission reductions.

ARPA has been particularly successful in supporting the creation of new PAs, as well as
in establishing the Protected Areas Fund FAP as a long-term financing mechanism. In
addition, major progress has been made in strengthening the management of PAs,
through the creation of local PA councils, the development of management plans,
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capacity building and the implementation of new tools for PA management. Also, the
establishment of an efficient implementation mechanism via Funbio can be considered a
major achievement and a best practice example regarding implementation of huge scale
projects in the Brazilian Amazon.

However, other components have not been reaching its expected results: The
implementation of a biodiversity monitoring is still at an initial stage, and only a limited
number of income-generating projects for local communities has effectively been
implemented. While the FAP has been successful in meeting its capitalization targets, he
still lacks a more solid institutional structure as well as adequate operational procedures
for funding of PAs.

One of the huge challenges in the future will be the consolidation of the new PAs and to
ensure a basic support for the PA network in the Amazon. Specific attention should be
paid to enhance the cooperation between different categories of PAs (like state and
federal PAs, indigenous lands and PAs, strict protection and sustainable use PAs). Also,
the governance structure and the operational procedures of the FAP need to be revised
and improved.

A second phase of ARPA is under preparation. Germany has already committed
additional funds and reaffirmed its commitment to support PAs in the Amazon as an
important contribution to the conservation of biological diversity and to the mitigation of
climate change.

c. Other partners and stakeholders
(e.g. NGOs/private sector/civil society)

Comments received from WWF-Brasil

The WWF Network was pleased to contribute both technically and financially to the
implementation of the ARPA project in its first phase. We highlight the following:

Strengths

e The joint effort of all institutions involved (IBAMA/ICMbio, MMA, World Bank,
GEF, KfW, WWEF, GTZ, states participating in ARPA, Funbio);

e Funbio performed especially well in developing and executing a procurement and
operational logistics system to meet program needs, particularly in creating
designated accounts;

e Solid results were obtained in creating protected areas;

¢ Solid results were obtained in consolidating protected areas and the important
positive impacts associated with maintaining forest cover in protected areas;

e Solid results were obtained in raising funds for the ARPA endowment fund;
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e QGreat steps forward in protected area management (management tools, human
resources training in UC management and protected area management
monitoring);

e Significant “ownership” by the Brazilian Government;

Weaknesses

e The management arrangement fails to adequately cover fundraising either for the
FAP or the consolidation of protected areas

e Though worthy, the so-called community projects (component 2.3) have not been
adequately internalized by UC managers or program decision-makers;

e The expenses-monitoring system (Cérebro) was unable to present adequate
management reports on program execution and this became an obstacle to
monitoring progress and preparing the second phase of the program;

e The lack of personnel in some protected areas was a determining factor in the
unsatisfactory level of execution, especially in the first years of implementation;

e The monitoring component has failed to produce the satisfactory results which
would allow the assessment of biodiversity conservation in the system of
protected areas supported by the ARPA Program,;

Overall Assessment

The ARPA Program may be considered a great success not only for meeting most of its
goals for the first phase, but especially for its relevant contribution to forming a mosaic of
protected areas in the Amazon to guarantee biodiversity conservation in sifu, through the
implementation of innovative management systems and mechanisms and also for its
important contribution to the planet’s climate.
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Annex 1. Project Costs and Financing

(a) Project Cost by Component (in USD Million equivalent)

. . Actual/Latest
Components Appraisal E §t1mate Estimate (USD Percenta.ge of
(USD millions) e Appraisal
millions)
Creation of new protected 1.80 3.35 186%
areas
Consolidation of protected 335 4.00 119%
areas
Long-term sustainability of 17.60 14.95 85%
protected areas
Protected areas monitoring 2.20 0.80 36%
Project coordination and 3.15 4.12 131%
management
28.1 27.22 96%
Total Baseline Cost
Physical Contingencies 1.40 1.40 100%
Price Contingencies 0.50 0.50 100%
Total Project Costs 30.00 29.12 97%
Preparation Grant (PDF-B) 0.30 0.29 96%
Front-end fee IBRD 1.30 1.30 100%
Total Financing Required 31.60 30.71 97%

(b) Financing

Appraisal |Actual/Latest

Type of Estimate Estimate Percentage of
LU AL Coﬁynl:mcing (USD (USD Apprai%al

millions) millions)
Borrower 18.10 18.10 100%
Global Environment Facility (GEF) 30.00 29.12 97%
Germany: Kreditanstalt fur
Windoma o KEW) 14.40 18.00  125%
Local Sources of Borrowing Country 2.50 2.00 80%
World Wildlife Fund 16.50 17.28 105%

81.50 84.50 104%
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Annex 2. Outputs by Component

Assessment of outputs was constrained in some sub-components due to an absence of
quantifiable indicators.

Component 1: Creation of New Protected Areas

One of the critical objectives of ARPA was to identify and prioritize candidate PAs to be
created and supported under the Project. A key tool to facilitate that process was the Map
of Priority Areas for the Conservation, Sustainable Utilization and Distribution of
Benefits of Brazilian Biodiversity adopted by MMA in 2007. A second strategic
instrument was the production of a Conservation and Investment Strategy to identify
existing and future financing needs and compare with available resources to facilitate
prioritization of PAs. ARPA played a fundamental role in development of both these
tools which will be critical for the Program’s next phase. The legal creation (i.e.,
identification) of PAs was highly successful if compared to end of program indicators
and in fact had achieved substantial progress from the very onset of project
implementation. However following the creation of the PAs, progress slowed
significantly as the Project encountered all the challenges of establishment presence in
the field in remote areas of the Amazon. Using FAUC (a monitoring tool modified from
the WB/WWF Tracking Tool) which tracked percentage of change against indicators
demonstrated that no PA “created” under sub-component 1.2 had met all the criteria and
their respective minimal percentage requirements to be considered “established” by the
ICR.

Achieved outputs by subcomponent

1.1 Ongoing Process of Prioritization
Extensive and participatory priority setting of ecoregions undertaken for identification of

new PAs. Led to Map on Priority Areas to the Conservation, Sustainable Use and
Sharing of Benefits from the Brazilian Biodiversity.

1.2 Identification of New Areas

13 “strict protection” new PAs totaling 13.2 million ha created and 30 “sustainable use”
new PAs totaling 10.8 million ha created. All 24 million ha of new PAs created by
decrees approved and published in the official gazette.

1.3 Establishment of New Areas

24 million ha of new PAs have been decreed and demarcated with minimal infrastructure

established. New PAs created and demarcated, but there are pending land regularization
in a few areas.
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Component 2: Consolidation of Protected Areas

Only one PA (REBIO Uatuma) met all the criteria and threshold limits specified by the
project to considered “consolidated.” 11 additional PAs were considered to be either in an
advance stage of consolidation and/or were targeted as priorities representing in
aggregate 6,900,000 ha in area. The preparation and approval of management plans was a
significant output of this component. A second key output was the establishment of
consultative councils (or its equivalent) in 33 PAs supported by ARPA.

Achieved outputs by subcomponent

2.1 Demarcation of Existing Areas,

All areas have been demarcated.

2.2 Basic Protection

Basic protection activities in place in all areas.

2.3 Management Planning

15 management plans prepared and being implemented. 33 PA Councils established.
2.4 Community Participation

Partnership and/or concession agreements with civil society being implemented in 4 PAs.
Community development plans and projects prepared and implemented in two
sustainable use PAs and Protection Plans prepared for 6 PAs.

Component 3: Long-term Sustainability of Protected Areas

This component achieved its main output consisting of the establishment and
capitalization of the Endowment Fund despite suffering the effects of a number of
external factors outside the control of the project including significant fluctuations in
currency rates of exchange and the global financial crisis of late 2008. In 2007, the
studies and sub-projects in buffer zones activity underwent a shift in focus that included
an increase in scope to the system level. This entailed examining other options as
possible sources of financing for the system of PAs including Brazil’s compensation fund,
the green lottery and carbon sequestration. The initiation of on-site income generating
studies in support of sub-projects started late in the first phase and many are still on-
going. No sub-project was contracted under this component by the end of the Project.

Achieved outputs by subcomponent

3.1 Protected Areas Endowment Fund (FAP)
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Endowment fund created and capitalized to USD 23.4 million (plus EUR 10 million
committed but not deposited yet). No demonstration project launched. Three financial
market studies were carried out and a proposal for a large environmental compensation
fund to benefit the PAs has been put forward.

Component 4: Protected Areas Monitoring

In project design this component consisted of both technical (i.e., biodiversity) and
project monitoring. Under the former, this component only partially achieved its
projected outputs. The creation and application of FAUC proved to be an effective
monitoring tool in PCU. Similarly, the FUNBIO’s M&E tool for financial management
and procurement (CEREBRO) also was effective for the objectives of which it was
designed.

Achieved outputs by subcomponent

4.1 Biodiversity monitoring system

Biodiversity monitoring indicators identified and under implementation on a pilot basis in
selected PAs. An integrated set of Monitoring, Evaluation and Planning systems
(SisARPA, CEREBRO) developed as part of the project's technical and financial
planning and programming.

Component 5: Project Coordination and Management

The PCU was established and despite initial challenges involving re-organization in
MMA entailing institutional displacement and periodic loss of staff, proved effective in
implementation of the Project. Moreover, there were obstacles to cohesion in the
Project’s early years among the many institutional partners, which were later overcame.
All Committees and Panels were established. The CMC was established, but the project
did not receive any request that required mediation. Six State Executing Agencies
participated in the Project. The Project never established formal agreements or activities
at the municipal level.

Achieved outputs

Committees and coordination units fully functional. Institutional structures established
and functioning at all levels.
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Annex 3. Economic and Financial Analysis
(including assumptions in the analysis)

During project preparation, according to the requirements of the GEF, an incremental
cost analysis was prepared. Over project implementation, a few studies were done to
identify income generation mecanisms and studies on the cost of implementing protected
areas in the Amazon. These were used to support the strategies for the recently created
institute for protected areas in Brazil (ICMBio). No further economic and financial

analysis was done.

Annex 4. Bank Lending and Implementation Support/Supervision Processes

(a) Task Team members
Names

Lending

Claudia Sobrevila
Adriana Moreira
Judith Lisansky
Irani Escolano

Tulio Correa

Musa Asad

Marta Molares - Halberg
Daniel Gross
Supervision/ICR
Adriana Moreira

Susana Amaral

Hugo Rosa da Conceicao
Christine Drew Dragisic

Jose C. Janeiro

Daniella Ziller Arruda
Karagiannis

Judith M. Lisansky
Anemarie Guth Proite
Luciano Wuerzius
Guadalupe Romero Silva
Random Dubois

(b) Staff Time and Cost

Title

Senior Biodiversity Specialist
Senior Environmental Specialist
Senior Anthropologist
Procurement Analyst

Financial Management Specialist

Financial Specialist
Senior Lawyer
Senior Anthropologist

Senior Environmental Specialist
Financial Management Specialist

Junior Professional Associate
Junior Professional Associate

Senior Finance Officer

Team Assistant

Sr Anthropologist
Procurement Specialist
Procurement Specialist
Consultant

Consultant
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Unit

LCSES
LCSRF
LCSES
LCSES

LCSES

LCSES
LEGLA
LCSES

LCSEN
LCSFM

LCSEN
LCSEN

LOAFC

LCSRF

LCSSO
LCSPT
LCSPT
LCSEN
FAO/CP

Responsibility/

Specialty

TTL
Co-TTL
Social
Procurement
Financial
Management
Trust Funds
Lawyer
Safeguards

TTL

Financial
Management

Financial
Management

Social
Procurement
Procurement



Staff Time and Cost (Bank Budget Only)

Stage of Project Cycle No. of staff weeks USD Thousands (including
travel and consultant costs)
Lending
FY98 n/a 6.62
FY99 n/a 8.32
FY00 14.94 90.83
FYO1 14.42 79.89
FY02 30.45 129.14
FY03 15.40 51.17
Total: 80.22 382.85
Supervision/ICR
FY03 0.99 4.52
FY04 24.55 109.44
FYO05 19.71 80.15
FY06 14.54 77.76
FY07 12.49 51.04
FYO08 13.37 45.11
FY09 17.24 42.11
Total: 97.88 393.25
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Annex 5. Beneficiary Survey Results
(if any)

Not applicable

Annex 6. Stakeholder Workshop Report and Results
(if any)

Not applicable

Annex 7. Summary of Borrower's ICR and/or Comments on Draft ICR

To be completed

Annex 8. Comments of Cofinanciers and Other Partners/Stakeholders

PDF copies will be attached in the portal
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Annex 9. List of Supporting Documents

ARPA, “Amazodnia Brasileira 2007.” Mapa confeccionado pelo Instituto Socioambiental
e pelo Programa Areas Protegidas da Amazonia — ARPA. Representagdes de
areas de conservagdo na Amazonia Legal. Junho, 2007.

ARPA, Manual Operacional. 4 volumes.: 1) Informacdes Gerais; 2) Principios, Diretrizes
e Procedimentos Metodologicos; 3) Procedimentos e Fluxos Gerenciais; e 4)
Manual Operacional

ARPA, “Missdo de Revisdo do Meio Termo. Ajuda Memoéria 30 de janeiro a 10 de
fevereiro de 2006.”

ARPA, “Missdo de Supervisao, 26 de abril to 04 mayo de 2004. Ajuda Memoria.”

ARPA, “Missdo de Supervisao, 13 a 19 de dezembro de 2007. Ajuda Memoria.”

ARPA, Relatorio de Atividades. Setembro de 2007 a Dezembro de 2008. Versao final de
janeiro de 2009. Disponivel na UCP/MMA. Brasilia, DF.

ARPA. Workshop de Discussao de Propostas para o GEF ARPA 2

Cabral, Rogério; Relatorio Final Sobre Diagnostico do Programa Areas Protegidas da
Amazodnia (Arpa): Subsidio a Revisdo de Meio Termo (RMT — 2006). Dezembro,
2007. Brasilia, DF

Cabral, Rogério; Atividades Sobre Prospeccao, Andlise E Acompanhamento De Estudos
Sobre Instrumentos De Sustentabilidade Financeira Das Unidades De
Conservacao De

Protegdo Integral Contempladas Pelo Arpa — Programa Areas Protegidas Da Amazonia.”
4 de agosto de 2008.

Spergel, Barry; Preliminary Report on the Fundo de Areas Protegidas (FAP) of ARPA.”
25 de setembro de 2008. Consultoria independente.

The World Bank, Project appraisal document, on a proposed grant From the Global
Environment Facility Trust Fund in the Amount of Sdr 22.7 Million (Us$30
Million Equivalent) to the Fundo Brasileiro Para a Biodiversidad (Funbio) for an
Amazon Region Protected Areas Project (ARPA)

The World Bank, Implementation Completion Report Fundo Brasileiro para a
Biodiversidade for a Brazilian Biodiverstiy Fund Project (FUNBIO)

The World Bank, Implementation Completion Report Indigenous Management of
Protected Areas in the Peurvian Amazon (GEF) Project, 2007.

The World Bank, Implementation Completion Report Ecomarkets (GEF) Project, 2007.

The World Bank, Implementation Completion Report Sustainability of the Nationa
System of Protected Areas in Support of the First Phase of the Sustainabiltiy of
the Nationa System of Protected Areas (GEF) Program, 2007.

The World Wildlife Fund (WWF) — FUNBIO, ARPA Trust Fund Prospectus, May 2008.
Brasilia, DF.
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Unidades de Conservagao apoiadas pelo ARPA

7

Oceano

Unidades Apoiadas pelo ARPA
B uC de Protegao Integral
@ UC de Uso Sustentavel

Demals Areas Protegidas
] Unidades de Consarvaglo

_ Tenasindigenas
Bloma
L; 0 Amazenia
Lista das Unidades apoiadas pelo Programa ARPA
UC de Protecao Integral @l UC de Uso Sustentavel I8
1, ESEC da Terra do Meio 31, RESEX Riozinho da Liberdade
2, PARMNA da Serra do Parde 32, RESEX de Rio do Cautdrio
3. PARNA Serra da Cutia 33, RESEX Sarreir das Antas
4, PARNA da Serra do Divisor 34, RESEX do Cazumba-lracema
5, ESEC de Anavilhanas 35, RESEX do Alto Tarauaca
6y PARNA Ho a0 15, ESEC Juami-Japurd 36, RESEX do Lago do Capana Grande 47, RESEX Rio Irir
7. REBIO do Uatum 16, FARNA do Jurtsna 37, RESEX do Baixo Jurua 48, RESEX Terra Grande-Pracutiba
B REBIEia TR TichDeras 17, PARNA dos Campos Amazénicos 38, RESEX do Rio Jutai 49, RESEX Rio Unini
9. PARNA do Virua 18, PE da Chandles 39, RESEX Auati-Parana 50, RESEX Arapixi
10; REBlQ;doiLago Firatuba 19, ESEC Antdnio Mujica Nava 40, RESEX Maracana 51, RESEX Médio Purus
11, PARNA Montanhas do Tumucumaque o, coee qooie poe 41, RESEX Riozinha do Anfrisio 52, RESEX Huxi
12, ESEC de Maraca 21, ESEC Serra dos Trés Iiméos 42, RESEX Verde para Sempre 53, RESEX do Rio Xingu
13, PARNA do Cabo Orange 22, PE Cristaline I e I 43, RESEX Mapua 54, RESEX Catud Ipixuna
13, REBIDdo.Jan 23, PE de Corumbiara 44, RDS de Itatup3-Baguia 55, RESEX do Guariba
24, PE de Guajara Mirim 45, RESEX Ipal-Anilzinho :? §E2 f:rami_
25, PE do Cantéio 46, RESEX Aridca Pruand 58 RDS Uapc::na
26, PE do Xingu 59, RDS do Rio Amapa
27. FE lgarapés do Juruena &0, RDS Piagacu - PFurus
28. PAREST do Rio Negro - Setor Norte 61, RESEX do Rio Gregorio

28, PAREST do Sucunduri

20, PAREST do Guariba Eotiter Uiiade Eooriinad

do Prog MMA, 2008
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JOHANNES C. M. ZUTT
Diretor — Brasil
Regido da América Latina e do Caribe

Brasilia, 09 de janeiro de 2025.

A Senhora

Raquel Porto Ribeiro Mendes

Coordenadora Geral de Instituicdes Globais de Desenvolvimento
Secretéria de Assuntos Internacionais

Ministério da Fazenda

Esplanada dos Ministérios, Bloco P, 2° andar, sala 223
70.048-900, Brasilia/DF

Brasil

raquel.mendes@fazenda.gov.br

Resposta a SAIN/MF acerca do Requerimento 4227/2024 da Camara dos Deputados

Prezada Senhora Raquel Mendes,

Primeiramente, gostariamos de desejar a vocé e a toda a equipe da Secretaria de
Assuntos Internacionais um feliz 2025.

Como ¢é de conhecimento, o Banco Internacional para Reconstrugcdo e
Desenvolvimento (“Banco Mundial”) € uma organizagao internacional estabelecida por
seus paises membros, incluindo a Republica Federativa do Brasil, de acordo com o seu
Convénio Constitutivo (doravante, o “Convénio”). De acordo com o Convénio, o Banco
Mundial tem direito a certos privilégios e imunidades, incluindo a inviolabilidade de seus
arquivos, bem como imunidade de todos os tipos de processos legais. A Republica
Federativa do Brasil incorporou o Convénio a legislagcao nacional por meio do Decreto-Lei
n.° 8.479 de 27 de dezembro de 1945.

Ademais, a Republica Federativa do Brasil aderiu a Convencgao sobre Privilégios e
Imunidades das Agéncias Especializadas das Nacgdes Unidas, que foi incorporada a
legislagao nacional brasileira por meio do Decreto n° 52.288 de 24 de julho de 1963, que
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também confere certos privilégios e imunidades ao Banco Mundial, incluindo a
inviolabilidade de seus arquivos e imunidade jurisdicional.

Consequentemente, o Banco Mundial ndo esta sujeito a ordens judiciais ou
administrativas de seus paises membros e nao é obrigado a entregar documentos e/ou
fornecerinformacgdes em sua posse. Os arquivos do Banco Mundial, e todos os documentos
pertencentes a ele ou em sua posse, sdo inviolaveis, independentemente de sua
localizacao, incluindo quaisquer documentos ou informagdes que o Banco Mundial crie,
possua ou receba de terceiros.

Considerando os privilégios e imunidades do Banco Mundial, gostariamos de
informar que, de acordo com a Politica de Acesso a Informagao do Banco Mundial (“PAI”),
qualquer pessoa tem a possibilidade de solicitar informagdes referentes aos projetos e
operacdes financiados pelo Banco Mundial por meio de uma solicitagdo ou requerimento
formal disponivel na pagina https://www.worldbank.org/en/access-to-information/request-
submission. Tao logo tal solicitacdo seja submetida, a unidade do Banco Mundial
responsavel ira analisar a solicitacao, e se tal informacao for de acesso ou conhecimento
publico e os demais requisitos existentes na PAl tenham sido satisfeitos, o Banco podera
fornecer a informacéao ao solicitante.

No entanto, com o objetivo de colaborar com o Governo Brasileiro, e sem expressar
quaisquer renuncias aos privilégios e imunidades do Banco Mundial, aqui reservados,
informamos que com respeito ao Requerimento n. 4227/2024 da Camara dos Deputados
(Requerimento), de autoria da Senhora Deputada Silvia Waiapi, esperamos que as seguintes
informacgodes possam ser Uteis para a preparacao da resposta por parte do Ministério da
Fazenda. Salientamos que estes insumos se baseiam apenas nas informagdes publicas
disponibilizadas pelo Banco Mundial.

O Banco Mundial tem desde 2002 apoiado o Governo Brasileiro na estratégia de
criacdo e implementacéo de Unidades de Conservacao na Amazonia Legal, desenvolvida
pelo Programa de Areas Protegidas da Amazonia (ARPA), através de um conjunto de
projetos: Amazon Region Protected Areas (GEF) (P058503) e Amazon Region Protected
Areas Program Phase Il (GEF) (P114810), ambos concluidos; e Amazon Sustainable
Landscapes (P158000)/(P171257), que se encontra em execugao.

A documentacdo publica a respeito dos projetos supracitados encontra-se
disponivel nos seguintes enderegos eletrénicos, contendo, entre outros documentos,
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acordos legais, descritivos dos projetos €, para os dois projetos ja concluidos, relatérios de
conclusédo e de resultados:

e Amazon Region Protected Areas (GEF) (P058503);
e Amazon Region Protected Areas Program Phase Il (GEF) (P114810); e
e Amazon Sustainable Landscapes (158000)/(P171257).

O Banco Mundial é um de varios parceiros internacionais do Brasil financiadores do
Programa ARPA, que também conta com recursos do KfW Banco de Desenvolvimento e do
Fundo Mundial para a Natureza (WWF).

Os recursos do Banco Mundial destinados aos projetos do Programa ARPA proveem
do Fundo Global para o Meio Ambiente (GEF) e totalizam US$ 124,62 milhées, dos quais
faltam desembolsar US$ 39,87 milhdes, no &mbito do terceiro projeto ainda em curso.

Os principais atores institucionais brasileiros envolvidos no desenho e/ou
implementacao do Programa ARPA sao o Ministério do Meio Ambiente e Mudancga do Clima
(MMA), o Instituto Chico Mendes de Protecao a Biodiversidade (ICMBio), o Instituto
Brasileiro do Meio Ambiente e dos Recursos Naturais Renovaveis (Ibama), o Fundo Brasileiro
para a Biodiversidade (FUNBIO) e agéncias ambientais de estados participantes.

Fazendo o Requerimento mencgao especifica aos montantes envolvidos no primeiro
dos trés projetos (P058503), esclarecemos que no &mbito especifico desse projeto o Banco
Mundial realizou uma doacao de US$ 30 milhdes, proveniente do Fundo Global para o Meio
Ambiente (GEF). O donatario desse projeto foi o FUNBIO e a coordenacéao geral foi do MMA.
Em complemento a doagéo do Banco Mundial/GEF, o valor total citado —de US$ 81 milhdes
—incluiu cofinanciamento por parte do KfW Banco de Desenvolvimento e do Fundo Mundial
para a Natureza (WWF), assim como a contrapartida da Republica Federativa do Brasil.

Os principais documentos de referéncia acerca do desenho, execugao e resultados
do projeto (P058503) sdo o acordo de doacao (Trust Fund Agreement), o documento
descritivo do projeto (Project Appraisal Document) e o relatério de conclusdo e de
resultados do projeto (Implementation Completion and Results Report).

Seguem insumos adicionais a respeito do primeiro projeto (P058503) para apoia-los
nas respostas as trés primeiras perguntas do Requerimento:

a) Informar qual foi o destino dos recursos financeiros previstos no acordo
firmado com o Banco Mundial em 2002;
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Conforme estabelecido no acordo de doacéao, os recursos
disponibilizados pelo Banco Mundial para a execugcéo do projeto foram
gerenciados pelo FUNBIO. Os recursos destinaram-se as categorias de
gastos contempladas no acordo (ref. “Schedule 1”, paginas 25-28) para
viabilizar as acdes previstas na descrigdo do projeto (ref. “Schedule 27,
paginas 29-31). Os processos de aquisicoes e contratacao realizados com
recursos Banco Mundial/GEF foram regidos pelas politicas do Banco
Mundial (ref. “Schedule 3”, paginas 32-35).

b) Informar se houve repasses ou agbes especificas realizadas com base
nesse montante? Em caso afirmativo, solicitam-se detalhes dessas acoes,
incluindo prazos, resultados e impactos gerados;

O relatdrio de concluséo e de resultados do projeto descreve as
principais agdes realizadas por componente (ref. Annex 2. Outputs by
Component, paginas 44-46), bem como os principais resultados alcangados
pelo projeto (ref. 3. Assessment of Outcomes, paginas 23-30).

O relatdrio conclui que o projeto cumpriu satisfatoriamente seu
objetivo de desenvolvimento, sendo responsavel pela criagdo de 13,2
milhdes de hectares de Unidades de Conservacgao de Protegdo Integral e
10,8 milhdes de hectares de Unidades de Conservacao de Uso Sustentavel.
Dentre outros resultados, o projeto estabeleceu um mecanismo de
financiamento de longo prazo das unidades de conservacao por meio da
criagcdo do Fundo de Areas Protegidas (FAP).

c) Informar se existem registros de prestagcdo de contas ou relatérios de
monitoramento e avaliagéo relativos a execucao desse acordo;

O acordo de doacao estabeleceu os mecanismos de prestacao de
contas do FUNBIO ao Banco Mundial em seu Artigo IV, incluindo a
necessidade de apresentagdo anual de estados financeiros auditados. O
relatorio de conclusao e de resultados do projeto informa que o FUNBIO
cumpriu satisfatoriamente os compromissos financeiros acordados (ref.
Fiduciary Compliance, pagina 22).

Adicionalmente, o relatério qualifica como satisfatorio tanto o
desempenho do MMA em seu papel de coordenacao governamental, quanto
o do FUNBIO em seu papel de agéncia executora (paginas 34-35) e conclui
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que o projeto cumpriu com as politicas de salvaguardas do Banco Mundial
referente as avaliagdes ambientais, florestas, povos indigenas e
reassentamento involuntario (ref. pagina 20).

O Banco Mundial dirige esta comunicagao de forma voluntaria, com o claro
entendimento de que ndo renunciou a seus privilégios e imunidades e que o Banco Mundial
nao se compromete atomar nenhuma outra medida, incluindo de fornecer quaisquer outras
respostas a solicitagdes de documentos, ou mesmo de fornecer quaisquer informagdes ou
documentos futuramente. O Banco Mundial reserva o direito de invocar seus privilégios e
imunidades a qualquer momento.

Atenciosamente,

Johannes Zutt
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