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Dear Council Member,

UNDP as the Implementing Agency for the project entitled: Regional (Chile, Peru):
Towards Ecosystem Management of the Humboldt Current Large Marine Ecosystem, has
submitted the attached proposed project document for CEO endorsement prior to final Agency
approval of the project document in accordance with UNDP’s procedures.

The Secretariat has reviewed the project document. It is consistent with the project
concept approved by the Council in November 2008 and the proposed project remains consistent
with the Instrument and GEF policies and procedures. The attached explanation prepared by
UNDP satisfactorily details how Council’s comments and those of the STAP have been
addressed.

We have today posted the proposed project document on the GEF website at
www.TheGEF.org for your information. We would welcome any comments you may wish to
provide by October 13, 2009 before | endorse the project. You may send your comments to
gcoordination@TheGEF.org .

If you do not have access to the Web, you may request the local field office of UNDP or
the World Bank to download the document for you. Alternatively, you may request a copy of the
document from the Secretariat. If you make such a request, please confirm for us your current
mailing address.

Sincerely,

~
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EQUEST FOR CEO ENDORSEMENT/APPROVAL

PROJECT TYPE: Full-sized project
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GEF

PART I: PROJECT INFORMATION

GEFSEC PROJECT ID:3749
GEF AGENCY PROJECT ID: 4147
COUNTRIES: Chile, Peru

PROJECT TITLE: Towards ecosystem management of the

Humboldt Current Large Marine Ecosystem
GEF AGENCY: UNDP
OTHER EXECUTING PARTNER: IFOP, IMARPE

GEF FocAL AREAS: International Waters and Biodiversity

Submission Date:  July 13, 2009
Resubmission Date: August 28, 2009

Expected Calendar
Milestones Dates
Work Program November 2008
Agency Approval date November 2009
Implementation Start November 2009
Mid-term Evaluation June 2012
Project Closing Date November 2014

GEF-4 STRATEGIC PROGRAM: IW/SP1, BD SP2 & indirectly

SP4

NAME OF PARENT PROGRAM/UMBRELLA PROJECT: NA

A. PROJECT FRAMEWORK

PROJECT OBJECTIVE: Ecosystem-based management (EBM) in the Humboldt Current Large Marine Ecosystem (HCLME) is advanced through a
coordinated framework that provides for improved governance and the sustainable use of living marine resources and services

Project Ind!cativg GEF In(_jicati\_/e Co-
Components Expected Outcomes Expected Outputs Financing* financing* Total ($)
(%) % $ %
Outcome 1: o Regional agreement on priority trans-{l.1 An ecosystem 1,458,250 | 21.05 | 5,467,794 | 78.95 | 6,926,044
Planning and TA | boundary and ecosystem issues enables|  Diagnostic Analysis
policy development of policies and plans for EBM (EDA) of the HCLME
instruments for o Regional agreement on governance reforms is developed and
ecosystem-based lays the foundation to address priority completed
management TB/ecosystem issues and facilitates inter-ij 2 Strategic Action
(EBM) of the sectoral coordination of threat abatement Programme (SAP) for
HCLME are * Adjusted National Protected Areas Plans|  achjeving EBM,
agreed and in set the short, medium and long-term targets|  jclyding a plan for a
place at regional for marine & coastal habitat conservation system of Marine
and national and enable the reduction _of marine and Protected Areas of the
levels coastal ecosystem conservation gaps in the HCLME. is
(GEF IW mid to long term (Baseline Chile 1%, Peru formulatéd &
US$1,050,000 / <1%; national policy targets 10% of .
. . o endorsed at highest
BD relevant habitats). This will increase levels
US$408,250) protection to living marine resources (LMR) 1 3 Governance
including fisheries and biodiversity of[ -

*Including some global importance (* see next column) mechanism for EB_M
of the largest o Increased national financial commitments| ~@PProaches setup in
remaining for critical actions for EBM including MPA|  the framework of the
populations of financing  strategies  and pollution SAP
the endangered abatement, enables long term compliancefl-4 Awareness
South American with biodiversity conservation (BD) targets| ~ Programme on EBM
(SA) fur seal, the and assures effective operations of 5 new| for decision-makers,
Humboldt MPA —see targets values in component 4. sectors and resource-
penguin and, e Increased awareness in target groups, of the user groups
Peruvian diving benefits of EBM will increase the
petrel and many implementation of identified priorities and
other vulnerable the sustainability of advances towards
seabirds and HCLME.
shorebirds

TA |e Effective  information  exchanges in|2.1 Spatially-based 1,433,000 | 23.11| 4,768,380 | 76.89| 6,201,380
Outcome 2: protocols defined within a Ecosystem Planning, Monitoring
Capacities Information System increases the % of| & Evaluation System
strengthened for fisheries management decisions based on|  developed
_SAP ) integrated multi-specific criteria and multi-|2.2 Institutional capacity
implementation disciplinary ~ parameters and  confers|  puilding program
and for up- protection to fisheries stocks and trophic|  geveloped to




scaling the
results of pilot
interventions to
the systems

chains.

Higher % of staff profiles and procedures
that are aligned with EBM in key
institutions lays the foundations for SAP

strengthen
implementation of the
SAP and EBM

2.3 Marketplace

level &NAP implementation and for the creation governance tools
(GEF IW of new MPAs. developed for
US$839,250 / e Procedures adopted to promote good|  systainable fisheries
BD fisheries  practices ~ improve  market|  management
US$593,750) competitiveness and the number of|> 4 Capacity building
certifiable fisheries. program targeting key
e Improved understanding of the benef_lts of stakeholder groups
ecosystem goods and services of artisanal (artisanal and
fisher representatives increases compliance industrial fishermen)
of EBM regulatory frameworks and implemented
provides the foundation for future
strengthening of this sector
) TA |e RNSIIPG Master Plan increases the|3.1 Legislation developed 981,500 | 19.58 | 4,032,212 | 80.42| 5,013,712
Outcome 3: marine/coastal interface in Peru under| in Chile for
Implementation effective management from: 216,409 to| implementation of
of priority MPA 395,867 ha coastal; 118,591 to 130,491ha|  MPAs and Vulnerable
& fisheries marine. In Chile increased protection is|  Marine Ecosystems
management provided to seamounts through VME (VME) in oceanic
tools provides protocol and regulations (estimated at|  greas
knowledge of 507,400 ha).  This reduces biodiversity|3 2 Guano Islands, Isles &
options for pressure and improves status as follows: (i)|  capes (RNSIIPG)
enhancgd protection of _key reproductive _sites fgr Master Management
protection of flagship species and key habitats, (ii) Plan and financing
HCLME and compatibility of fishing pressures in
- L strategy developed
SAP adjacent sea with biodiversity management 3.3 Coordinated bi-
implementation goals; (iii) management of threats such as| national management
(GEF IW fisheries ( by-catch, stress from reduced approaches piloted for
US$355,000 / food availability, (iv) provides increased the shared anchov
BD security for movements across seascapes y
US$626,500) e Agreed on and coordinated program of stock .
activities for the shared anchovy stock 3.4 MP_A st_rategles and
enables the adoption of coordinated| l€dislation compared
management measures, such as closures,| ~and equated for the
quotas and exclusion areas and advances| WO countries
EBM in the HCLME
TA |e Five previously unprotected habitat types|4.1 Two sea mounts in 2,228,750 | 22.13| 7,844,042 | 77.87| 10,072,792
Outcome 4: are brought under protection and effectively|  Chile under legal
Implementation managed increasing conserved seascape and|  protection through
of pilot MPAs coastal habitats by 28,444 ha in Peru and|  agreed upon
that underpin 8,300 ha in Chile. Ecosystem-based| management
ecosysten] management strategy for sea canyons agreed categories
conservation on by the relevant stakeholders will make|4.2 Management tools
and resilience feasible the creation of MPA for canyons. developed and
(GEF IW US$ e The new MPAs & defined and tested| implemented for three
500,750/ BD management models will provide lessons for|  representative sites of
US$1,728,000) replication across larger seascapes through|  the System of Guano
Outcome 3 enhancing protection over larger Islands, Isles and
seascapes (RNSIIPG  190,000ha and Capes and the Paracas
507,000 ha seamounts). They will provide National Reserves
direct benefits to globally significant|4.3 A pilot plan for
biodiversity in the pilots measured through: conservation and
(i) METTS increase fair to good in Peru sustainable
and poor for fair or more in Chile; management of sea
(ii) Reduction in the incidence of illegal canyons is available
extractive activities in restricted areas|4.4 Capacity building,
established in the management plans of awareness & socio-
RNSIIPG pilot sites; environmental issue
(iii)100% management costs of the pilot management programs
areas protected that have secure implemented for the
financing; relevant authorities
(iv) Stable populations of flagship species and stakeholders in
at pilots. pilot MPAs.
Evaluations (GEF IW US$60,000 / BD US$64,000) 124,500 | 85.43 21,226 | 14.57 145,726
Project (GEF IW US$300/ BD US$400) | 699,000 | 21.92| 2,490,430| 78.08| 3,189,430




management

Total costs 6,925,000 | 21.95| 24,624,084 | 78.05 | 31,549,084

B. SOURCES OF CONFIRMED CO-FINANCING FOR THE PROJECT

Name of Co-financier
(source) Classification Type Project %*

Chile
SUBPESCA Nat'l Govt. in kind 8,800,000 35.74
SUBPESCA Nat'l Govt. cash 2,200,000 8.93
CONAMA Nat'l Govt. in kind 539,084 2.19

Peru
IMARPE Nat'l Govt. in kind 1,393,200 5.66
IMARPE Nat'l Govt. cash 3,251,000 13.20
SERNANP Nat'l Govt. in kind 918,000 3.73
SERNANP Nat'l Govt. cash 102,000 0.41
PRODUCE Nat'l Govt. in kind 2,798,400 11.36
PRODUCE Nat'l Govt. cash 310,900 1.26
FONDEPESCA Nat'l Govt. in kind 200,000 0.81
FONDEPESCA Nat'l Govt. cash 50,000 0.20
SNP Private Sect in kind 570,000 2.31
SNP Private Sect cash 1,330,000 5.40
Univ. Cayetano Heredia | University in kind 684,000 2.78

Other
OLDEPESCA Multilat. Agen. in kind 77,500 0.31
IRD Foundation in kind 554,400 2.25
IRD Foundation cash 105,600 0.43
UNDP Impl. Agency in kind 50,000 0.20
TNC NGO In kind 510,000 2.07
TNC NGO cash 180,000 0.73
Total Co-financing 24,624,084 100%

C. FINANCING PLAN SUMMARY FOR THE PROJECT ($)

. . . For comparison:
Project P;eparatlon Prog)ect . T?:T A Agency Fee GEF and Co-
B financing at PIF
GEF financing 75,000 6,925,000 7,000,000 700,000 7,700,000
Co-financing 155,000 24,624,084 24,779,084 25,265,000
Total 230,000 31,549,084 31,779,084 32,965,000

D. GEF RESOURCES REQUESTED BY AGENCY, FOCAL AREA AND COUNTRIES

Country Name/ (in$)

GEFAgency | Focal Area Global Project (a) | Agency Fee (b)* | Total c=a+b
UNDP W Chile, Peru 3,105,000 320,000 3,500,000
UNDP BD Chile 1,820,000 180,000 2,000,000
UNDP BD Peru 2,000,000 200,000 2,200,000
Total GEF Resources 6,925,000 700,000 7,700,000

E. CONSULTANTS WORKING FOR TECHNICAL ASSISTANCE COMPONENTS:



Component Estimated GEF Co-financing Project total
person weeks amount($) $ $
Local consultants* 1430 1,430,000 2,972,000 4,402,000
International consultants* 215 591,250 47000 638,250
Total 1645 2,021,250 3,019,000 5,040,250
* Details to be provided in Annex C.
F. PROJECT MANAGEMENT BUDGET/COST
Total Estimated GEF
Cost Items person amount Co-financing Project total
weeks/months (%) ($) (%)
Local consultants* 277 277,000 920,000 1,197,000
International consultants* 108 297,000 10,000 307,000
Office facilities, equipment, 35,000 1,270,430 1,305,430
vehicles and communications*
Travel* 50,000 100,000 150,000
Others** 40,000 190,000 230,000
Total 385 699,000 2,490,430 3,189,430

* Details to be provided in Annex C.

**  Public awareness materials, and translations of mid-term and final evaluations— host countries $60,000, GEF $20,000
Office supplies including furniture for FSP PCU and for pilot projects offices— host countries $40,000, GEF $20,000
Office utilities for FSP PCU and pilot projects’ offices — host countries $90,000

G. DOES THE PROJECT INCLUDE A “NON-GRANT” INSTRUMENT? yes [ | no X[]

H. Describe the budgeted M&E Plan:

1. Project monitoring and evaluation will be conducted in accordance with established UNDP and GEF procedures
and will be provided by the project team, the UNDP Country Offices (UNDP-CO) and the UNDP-RCU. The
Logical Framework Matrix in Annex 1 provides performance and impact indicators for project implementation
along with their corresponding means of verification. These will form the basis on which the project's Monitoring
and Evaluation system will be built.

2. The components of the Monitoring and Evaluation Plan are described in detail in the UNDP ProDoc Section |
Part IV along with the indicative cost estimates related to M&E activities. At project start a Project Inception
Workshop (IW) will be conducted with the project team, relevant government counterparts, co-financing partners,
the UNDP-COs and representation from the UNDP-GEF Regional Coordinating Unit, as well as UNDP-GEF
(HQs) as appropriate. The project's Monitoring and Evaluation Plan will be presented and finalized at this IW and
presented in an Inception Report with the full definition of project staff M&E responsibilities. The IW will also
provide an opportunity for all parties to understand their roles, functions, and responsibilities within the project's
decision-making structures, including reporting and communication lines, and conflict resolution mechanisms.

3. Day to day monitoring of implementation progress will be the responsibility of the Regional Project
Coordinator based on the project's Annual Work Plan and its indicators. The Project Team will inform the UNDP-
RCU and both UNDP COs of any delays or difficulties faced during implementation so that the appropriate support
or corrective measures can be adopted in a timely and remedial fashion. Specific targets for the first year
implementation progress indicators together with their means of verification will be developed in the Inception
Workshop. These will be used to assess whether implementation is proceeding at the intended pace and in the right
direction and will form part of the Annual Work Plan. Targets and indicators for subsequent years would be
defined annually as part of the internal evaluation and planning processes undertaken by the project team.
Measurement of impact indicators related to global benefits will occur according to the schedules defined in the
Inception Workshop and undertaken through subcontracts or retainers with relevant institutions or through specific
studies that form part of the projects activities or periodic sampling such as with sedimentation.

4. Periodic monitoring of implementation progress will be undertaken by the UNDP-CO through quarterly



meetings with the project proponent, or more frequently as deemed necessary. Additionally UNDP Country Offices
in both countries and UNDP-GEF RCU, as appropriate, will conduct yearly visits to projects that have field sites.
Annual Monitoring will occur through the yearly meetings of the Tripartite Review (TPR)/Steering Committee.
This is the highest policy-level meeting of the parties directly involved in the implementation of a project. The
project proponent will prepare an Annual Project Report (APR) and submit it to the UNDP-GEF regional office
and UNDP-CO for review. The APR will be used as one of the basic documents for discussions in the TPR
meeting. The terminal tripartite review is held in the last month of project operations.

5. The Project Coordinator in conjunction with the UNDP-GEF extended team will be responsible for the
preparation and submission of Project Monitoring Reports. These include the Inception Report (IR) with the first
year Annual Operational Work Plan and budget divided in quarterly time-frames detailing the activities and
progress indicators; b) Annual Project Report/Project Implementation Review (APR/PIR) following the
Biodiversity and the International Waters focal area requirements. ¢) Quarterly Progress Reports sent provided
quarterly to the UNDP-CQOs and the UNDP-GEF regional office, by the project team; (d) Project Terminal Report
prepared during the last three months of the project, and e) Reports of the annual audits reports. In additional other
reports may include Periodic Thematic Reports as and when called for by UNDP, UNDP-GEF or the Implementing
Partner; and technical and project publication to disseminate the results and achievements of the project. This
includes participation in and contribution to IW:LEARN knowledge exchange program of the GEF International
Waters. There will be participation (self-financed) in the bi-annual GEF IW Conferences (2009, 2011), “IW
Experience Notes” will be prepared that document important lessons and good practices, and contributions to
various IW:LEARN type regional knowledge and thematic exchanges, both virtually and in person, covering
specific areas of analysis or scientific specializations within the overall project.

6. The project will be subjected to at least two independent external evaluations i): A Mid-Term Evaluation will be
undertaken at the end of the second year of implementation to determine progress being made towards the
achievement of outcomes and to identify course correction if needed. (ii) A Final Evaluation that will take place
three months prior to the terminal tripartite review meeting, focusing on the same issues as the mid-term evaluation
and on impact and sustainability of results, including the contribution to capacity development and the achievement
of global environmental goals.

M&E Budget
Type of M&E activity | Responsible Parties Budget US$* Time frame
] = Project Coordinator Within first two months
Inception Workshop = UNDP COs of project start up
=  UNDP GEF
Inception Report - Brﬁjsg ggasm None :\r}wvmedlately following
Measurement of = Project Coordinator will oversee the | To be finalized in | Start, mid and end of
Means of Verification hiring of specific studies and Inception Phase and | project
for Project Purpose institutions, and delegate responsibilities Workshop.  Indicative

Indicators

to relevant team members

cost $25,000

Measurement of
Means of Verification
for Project Progress
and Performance

Oversight by Project GEF Technical
Advisor and Project Coordinator
Measurements by regional field officers
and local 1As

To be determined as part
of the Annual Work
Plan's preparation.

Annually prior to
APR/PIR and to the
definition of annual

(measured on an Indicative cost $15,000 | work plans
annual basis)
APR and PIR = Project Team None Annually
= UNDP-GEF
=  UNDP-COs
TPR and TPR report = Government Counterparts None Every year, upon receipt
=  Project team of APR
= UNDP COs
=  UNDP-GEF Regional Coordinating Unit
(RCY)
Steering Committee =  Project Coordinator None Following Project IW
Meetings = UNDP COs and subsequently at least
once a year
Periodic status reports | =  Project team None To be determined by

Project team and UNDP




Type of M&E activity | Responsible Parties Budget US$* Time frame
CO
Technical reports = Project team 10,000 To be determined by
= Hired consultants as needed Project Team and
UNDP-CO
Mid-term External =  Project team 40,000 At the mid-point of
Evaluation = RCU project implementation.
= UNDP COs
= External Consultants (i.e. evaluation
team)
Final External = Project team, 50,000 At the end of project
Evaluation = RCU implementation
= UNDP-COs
_ = External Consultants
Terminal Report =  Project team At least one month
= UNDP-CO None before the end of the
= External Consultant project
Lessons learned = Project team Yearly
= RCU (formats for documenting best 6,000 (average $1500
_ practices, etc) per year)
Audit =  UNDP-CO 28,000 (average $7000 | Yearly
=  Project team per year)
Visits to field sites . ; Yearly
(UNDP staff travel UNDP Country Office 10,000 (average one
costs to be charged to *  RCU (as appropriate) isit
IA fees) 9 = Government representatives visit per year)
TOTAL INDICATIVE COST
Excluding project team staff time and UNDP staff and travel expenses US$ 184,000

* Excluding project team Staff time

PART Il: PROJECT JUSTIFICATION:

A. THE ISSUE, HOW THE PROJECT SEEKS TO ADDRESS IT, & EXPECTED GLOBAL ENVIRONMENTAL BENEFITS:

7. The Humboldt Current, actually a complex mosaic of currents, supports one of the world’s most productive
Large Marine Ecosystems, with an estimated primary productivity of 1500 gC/m2/yr. Although primary
productivity is similar to the other four major up-welling areas in the world, fisheries productivity is unmatched,
representing approximately 18-20% of the global fish catch. Total fish catch averages over 10 million mt/yr, with a
record of 19.4 million mt/yr in 1994. Anchovetas (or Peruvian anchovies — Engraulis ringens) represent 60-80-%
of the total marine fish catch, 99% of which is converted to fish meal for consumption by cultured fish and
livestock. The high environmental variability in the HCLME associated with short, medium and long term climate
changes (seasonal, inter-annual, decadal, and multi-decadal) including the EI Nifio-Southern Oscillation (ENSO)
events, has recurrent and dramatic effects on ecosystem productivity, stock distribution, and trophic structure.

8. In addition to its important fisheries, the Humboldt Current System has globally significant biodiversity and has
been designated a WWF Global 200 Ecoregion (Spalding et al. 2007). The narrow continental shelf and the cold
waters of the Humboldt Current generate local upwellings that harbor massive forage fish stock that feed sea-birds
and marine mammal populations aggregated in the abundant narrow beaches, and the northern rocky points and
islands of the ecoregion (Sullivan et al. 1999). Another biodiversity assessment (Chatwin 2007) recognizes over 25
different habitat types as conservation targets, indicating the rich habitat biodiversity along the HCLME. These
include seamounts, river estuaries, and sea canyons amongst others. The heterogeneity in physical features of the
marine environment has resulted in high levels of endemism, with a number of relict taxa and the presence of
latitudinal discontinuities in the species composition of assemblages from different taxonomic groups in the regions
of the HCLME described above. These regions house a plethora of endemic species with percentages similar, or
even higher, to those of oceanic islands famous for their endemism levels such as the Galapagos Islands in Ecuador
or Juan Fernandez Islands off Chile (Sullivan et al. 1999).

9. Particularly visible and valuable are the very large colonies of seabirds and marine mammals in the HCLME.
Millions of guano producing birds (cormorants, boobies and pelicans) provided Peru with guano for centuries, a




key resource for the development of global agriculture and a mainstay of Peru’s economy throughout the XIX
century. Colonies of tens of thousands of fur seals, sea lions, penguins and other seabirds can also be found in Peru
and northern Chile, mostly in the coastal protected sites in these countries. In Peru they are almost exclusively
found in the Guano islands and capes soon to be declared a National Reserve. The wildlife spectacle of massive
aggregations of species considered by most to be very charismatic, constitute a yet untapped tourism resource
which should serve as added incentive for the protection this project seeks to provide. Sea mammals, sharks,
swordfish and seabirds constitute top predators in the trophic chain of the HCLME.

10.A range of anthropogenic activities are exerting pressure on this unique ecosystem. In terms of biodiversity, in a
recent analysis led by The Nature Conservancy (TNC), (Chatwin 2007) with the participation of national experts,
the top four threats that collectively account for 90% of the priority threats identified by the experts are overfishing
of some species, pollution, coastal development, and resource exploitation. In Chile the growing aquaculture sector
generates increasing pressures — mostly in the southern fjord areas - while in Peru large-scale plans for oil and gas
exploration off the coast and planned mega ports constitute emerging threats. These anthropogenic threats are
exacerbated by the growing pressure of climate change that not only increases climatic variability and hence ENSO
events with associated changes in biomass, but also increases vulnerability.

11.Fisheries are the main source of anthropogenic impacts to marine ecosystems in the HCLME, generating effects
along the trophic chain. Up to 2006, the development of the fishing industry extracted a significant percentage of
the available anchoveta biomass, which has notably reduced the available biomass for top predators, that include
some of the most important species of commercial fish (jack and horse mackerel, hake, bonito, corvina, etc.),
jumbo squid, seals, cetaceans and seabirds, most importantly, the guano birds. In Peru, the iconic populations of
guano birds, which include the Peruvian cormorant, Peruvian booby and Peruvian pelican in coastal Peru as well as
marine mammal populations, have declined significantly. In Chile more than 95% of the main marine fishing
resources have uncertain stock estimates or are overexploited (Buschman and Perez, 2003). Furthermore, there is
evidence that the mean trophic level of landings has experienced a marked decrease over a 10 year period. This has
inevitable knock-on effects on the emblematic and often endemic biodiversity of the Chilean coast which includes
pinnipeds, cetaceans, seabirds and other top predators of commercial and non-commercial interest. Changes in
trophic relations undermine the system’s resilience to ENSO events, frequently resulting in population crashes.
Marine species under threat include Humboldt penguin, pelicans, South American fur seals and sea lions, and the
sea otter. In addition to this, fishing effort may generate genetic changes in fish populations, leading fish to breed at
younger ages and therefore when smaller in size, thereby decreasing stock productivity.

12.Although the intense fishing effort has been a key contributing factor to the periodic reductions of the anchoveta
fishery, El Nifio also plays a critical role. During El Nifio years, catches have declined to less than two million MT:
a quarter of the yield in normal years. The relative importance of each of these two factors is not clear. For Peru,
partly because of timely fishing restrictions during the last strong EI Nifio (1998), the fishery rebounded rapidly,
with landings of about 8 million MT by 2005 thus reflecting the incorporation of lessons learned from previous
ENSO events and more sustainable fisheries policies. However, the sector must still address fleet and processing
overcapacity. In addition to increasingly frequent ENSO events, there are also long-term regime shifts, associated
with climate variability. The diminished resilience of fish stocks and other species limits their ability to respond to
existing and emerging threats. Overall, possible increases in the frequency of ENSO events, together with growing
anthropogenic pressures, signal an ecosystem under increasing stress.

13.Biodiversity is also being threatened by certain fishing practices, which include bottom trawling scouring the
sea bed, long-lines, and purse seines, as well as the use of dynamite by certain fisheries in Peru. Marine mammals
and sea turtles are incidentally caught in gill nets and longlines along the coasts of both Peru and Chile (CPPS
2008, Birdlife 2007). By-catch levels are not yet fully determined for most of these activities. However, anecdotal
information and studies in Peru indicate that in some localities impacts can be high, affecting up to 20% of certain
populations, such as the endangered Humboldt penguin (Majluf et al. 2002). Seabird mortality in the HCLME is
not significant and is largely circumscribed to the Southern Ocean. However, efforts are being undertaken within
the sector to mitigate by-catch. In Chile, the use of curved hooks was implemented four years ago in the swordfish
fisheries to limit sea turtle by-catch.

14.However, by-catch of juvenile fish can also be significant in some of the main commercial fisheries. In the hake
fishery in particular, for the last decade catches have consisted mostly of juvenile individuals (>90% is less than 35
cm in length). This undermines the stock’s resilience as noted by expert panels. The situation is also descriptive of



the horse mackerel fisheries. Modifications in legislation do not always take into account the fact that reductions in
the minimal reproductive size of stocks reduce productivity.

15.The variability in stock abundance and distribution as a consequence of environmental changes as well as high
fishing pressure has had significant consequences for the fishing industry and the economies of the two countries.
For example, several hundreds of millions of US dollars were lost as a result of the collapse of anchoveta stocks
following the strong EIl Nifio event of 1972/1973. Earlier studies have identified the socio-economic consequences
of overexploitation of fisheries resources in the HCLME. These include loss of access to potential markets, loss of
investments, increase in conflicts between industrial and artisanal sectors, reduction in employment and food
security, migration and occupational displacement. Overexploitation of fisheries resources could also have negative
consequences on food security as well as on the eradication of poverty and undernourishment in the region.

16.Given the importance of fisheries and of the coastal interface to both countries’ economies, Chile and Peru are
taking serious steps to address anthropogenic pressures. These include coastal zone management initiatives and
establishment of sectoral regulatory and normative frameworks and mechanisms to reduce the impact of land based
activities on coastal and marine assets. However these efforts are largely focused within single sectors and
developed within national boundaries, and are inadequate to address this highly complex, variable and shared
ecosystem. Both countries therefore seek to advance ecosystem management of the Humboldt Current System
thereby enabling sustained use of its living marine resources and the services.

17.The Governments of Peru and Chile are requesting GEF support to advance towards a sustainably used and
resilient HCLME that can maintain biological integrity and diversity and ecosystem services for current and future
generations despite changing climatic and social pressures. It is seeking to contribute to this goal through a
targeted intervention strategy advance ecosystem-based management in the HCLM. Ecosystem-based management
(EBM) seeks to restore and sustain the health, productivity, resilience, and biological diversity of coastal and
marine systems and promote the quality of life for humans who depend on them. Grounded in science, it defines
management regimes on the basis of ecological, rather than political, limits that focus on the relevant aspects of
ecosystem structure and functioning, and addresses ecological, social, and economic goals. It calls for engaging
multiple stakeholders in a collaborative process to define problems and find solutions and uses an adaptive
management approach to address uncertainty.

18.However achieving EBM faces a number of barriers. These include structural and political barriers: the
government institutions responsible for managing coastal and marine systems are fragmented and tend to be
organized along political, rather than ecological, boundaries and the linkages between conservation and economic
and sometimes social interests is often not appreciated. As indicated implementing EBM for the HCLME will
require reforms over the long term to management institutions and development of new political constituencies. In
the short term, however, attempts to implement EBM are constrained by deficient information and planning
frameworks for consensus building and collaborative action for managing coastal and marine systems; weak
institutional frameworks and capacities for EBM for effectively incorporating scientific understanding into the
decision-making process and management tools, and incipient recognition of the need to include the stakeholders
whose support will be essential to action in the management processes. These barriers are detailed in UNDP Prodoc
Section | Part | and summarised below:

Deficient information and planning frameworks for consensus building and collaborative action: Both Chile and Peru have
frameworks that govern both sectoral development along the seaboard and fisheries. However, these do not take into account
multi-disciplinary, inter-sectoral considerations nor the complexities and interrelationships of HCLME subsystems and trophic
linkages, or of migratory and transzonal living marine resources. While both countries have incorporated the concept of
ecosystem-based management in national legislation, including the need for marine and coastal protected areas (MPA),
specific mechanisms for its implementation are still incipient. In this poorly studied ecosystem there are still considerable
information gaps regarding the key forces governing living marine resources such as coastal upwelling, dynamics of the OMZ,
natural variability including ENSO events, and impacts of terrestrial systems on the ocean. Existing information is incomplete
and dispersed, and not translated for decision makers. Preliminary marine and coastal conservation targets for Chile and Peru
have been identified but, again, information gaps on spatial distribution of habitats impedes the determination of their rarity
and hence the definition of specific goals to afford adequate conservation. Moreover, there is no common bi-national vision of
the ecosystem as such, nor mechanisms for agreeing on priorities, and for collaborative action and reforms for joint
management of the HCLME. The understanding of the benefits of EBM approaches is still incipient, including the linkages
between productivity and resilient inter-species relations, and the dynamics between species, volatility, and potential economic




losses. Despite the key role of fisheries in both economies, awareness of the importance of MPAs, and of ecosystem services
and trophic linkages is low among both decision-makers and the general public, limiting interest in underwriting the costs of
EB management including MPAs, as well as reduction of pollution in coastal areas. In addition to this, national inter-sectoral
plans need to be developed, to determine the investments and reforms required to provide for the environmental health of the
coastal interface, high seas, and associated living marine resources.

Weak institutional frameworks and capacities for EBM: Chile and Peru have, respectively, 6 and 4 national institutions with
mandates over coastal and marine areas, each with specific geographical and thematic authority. This hinders the management
of larger habitat complexes both within national boundaries and along the entire HCLME. In Chile new institutional
arrangements are being set up to enable the governance of coastal and near shore PAs, however these need to be expanded to
address off shore and high seas areas. In Peru institutional arrangements for coastal area management are not fully
mainstreamed, and specific mechanisms and procedures for governance of MPA have yet to be developed. In Peru the recent
creation of the Ministry of the Environment and in Chile the designation of a Minister of the Environment and ongoing process
for establishment of the Ministry, provide an excellent opportunity to advance institutional arrangements for marine PA and for
ecosystem based management, and address these asymmetries in capacities. However relevant procedures, resources and
staffing tables need to be updated to facilitate the inter-agency cooperation, inter-thematic decision-making, and oversight
functions required for these approaches nationally and bi-nationally. Moreover given the links of MPAs with both industrial
and artisanal fisheries as well as the broader range of on-shore activities, the development of effective forums and interfaces
will be needed to enable the informed participation of relevant stakeholders in the creation and management of MPA and for
the incorporation of EBM procedures in key fisheries institutions. Differentiated systems exist for regulating the main fisheries
at levels deemed to be sustainable locally thus in theory enabling recovery of stocks. However, sustainable levels of catches
are based on mono-specific stock assessments and impacts on the trophic chain are not clear. Furthermore monitoring of catch
and landings also focus on the target species, so the effects on other species has not been quantified, further debilitating the
governance frameworks for EBM across the HCLM. There is a general understanding that ENSO events puts stocks at
increased risk if catches are high but this is only recently beginning to be internalized into decision making. Information is
dispersed, data often not comparable and sharing between the two countries is limited. In terms of pollution, efforts are being
made to define permissible emission levels, but these need to be referenced to specific coastal areas, and improved monitoring
provided for.

Limited knowledge of management options for protecting living marine resources and their habitats. Management of living
marine resources and habitats varies greatly between both countries, and in the case of fisheries, between stocks. Case in point,
although both countries have long-standing arrangements for exchange of information on their independent stock assessments
of the shared anchovy stock, each country has differing management strategies, which are not coordinated or analogous.
Concerted efforts are needed to assess the different management approaches with a view to evaluating best practices, tools and
lessons. In terms of MPA, operational guidance and management approaches in both countries are largely based on terrestrial
PA practices and are deficient for the specific challenges of marine and coastal biodiversity conservation where boundaries are
fluid and management approaches needs to be rooted in larger land and seascapes, and incorporate potential spatial and
temporal variations. In Chile advances have been made for defining the operational standards for coastal and near shore
multiple use PAs but these need tailoring for the challenges of protecting off shore habitats and vital fish stocks. Furthermore
there is tremendous uncertainty on the links between different habitats, biodiversity and fish stocks particularly regarding
spawning areas, thus challenging the siting of MPA to maximise benefits. Where information is more consolidated, knowledge
on valid management approaches is scarce. Knowledge on basic standards and norms required for different habitats requires
strengthening and there is a need to decodify management approaches and nest these within the broader NPAS operational
guidance. These requirements are compounded by the fact that there are variations along the HCLME that provide
differentiated assets and services, and impart high levels of natural resilience to the entire system in the face of high variability
and climate change, and that may require targeted management approaches. However the full comprehension of
interrelationships, and of varying levels of vulnerability to different anthropogenic pressures, is still incipient. This evidences a
requirement for advancing management options that provide for bi-national collaboration in order to lay the foundations for
progressing towards ecosystem-based management approaches.

Incomplete coverage and representativity of MPAs in both countries. MPA coverage in both countries is deficient. In Peru,
less than 3.4% of the coastal area is under any form of protection, and the only marine area under a management category
corresponds to the area adjacent to a natural reserve (216.408 km?). There are no specific guidelines, operational plans or
financial strategies for addressing the unique requirements of coastal and marine areas. Increased protection of these areas is
important not only to safeguard biodiversity but as a security conservation measure given the need to maintain resilience in the
face of growing threat levels from existing and merging threats, as well as the increasing frequency of ENSO events and
overall natural variability. Even in the case of pelagic species such as anchovy, coastal areas are critical refuge areas during
ENSO events. In Chile there are no off-shore areas under protection. Effective protection of high seas areas (e.g. sea mounts)
and in particular VMEs, is a largely untested field and despite increasing interest by the international community, there is a
need to pioneer and test management options. Both countries have identified preliminary representativity gaps but have not




defined strategies for addressing these and given the cost of this enforcement testing of approaches will be required to ensure
the largest return for investment. Moreover, although both countries are advancing plans for sustainable financing of their PA
systems with GEF support, specific mechanisms and strategies tailored for marine and coastal MPAs need testing prior to up-
scaling to systemic levels. Overall, it is necessary to test management approaches in both countries and bi-nationally, to define
management approaches and advance towards a pragmatic understanding of what EBM means, while providing effective
protection over the short term.

19.The Governments of Peru and Chile are requesting GEF support to overcome these barriers. The GEF increment
seeks to build foundational capacities for a shift from the single sector and country sector based approaches to
HCLME management towards an ecosystem based approach that would address all components of the ecosystem
including the inter-specific impacts from current fisheries. This shift would result principally from the development
of consistent ecosystem regional and national planning frameworks and ecosystem based approaches to
management and governance. These include spatial planning instruments such as MPA, the introduction of relevant
and effective MPA and fisheries management options and regulations, the development of capacities for their
enforcement and for planning, and the generation and promotion of market-based approaches to introduce
economically viable alternative fisheries management practices. The countries have chosen MPAS as key elements
in the GEF increment to increase their National Protected Area Systems (NPAS) coverage of underrepresented
marine and coastal habitat types, and given that they are a cornerstone of EBM and a key tool for sustaining coastal
and marine systems. They are increasingly used as a tool for both marine biodiversity conservation and the
sustainable management of the living resources in the seas. In addition, the ongoing development of an ecosystem
based approach to fisheries management has revealed a number of objectives shared between marine biodiversity
conservation and fisheries management that may be further integrated through the development of MPAs.

20.Building on International Waters (IW) practice, the project will put in place a governance framework and
strengthen foundational capacities for effective long-term ecosystem management, while in the short term, drawing
from experience in the biodiversity focal area, provide at a number of selected sites in Chile and Peru protection
from the most immediate pressures to ecosystem health and globally significant biodiversity. The project will assist
both countries to overcome identified barriers and achieve specific deliverables that include:

e A strengthened regional planning framework with the development and endorsement of a long-term SAP
and NAP, including approved policy instruments for ecosystem-based management established for the
HCLME; and

o Improved capacities for upscaling management models to strengthen marine habitat representativity in the
countries” NPAS, enhance ecosystem resilience, and catalyze the sustainability of national marine
protected areas systems as a basis for establishing a network of marine protected areas along the HCLME
in the future.

21.The project intervention strategy has a three pronged structure. At one level, the project will advance a strategic
long-term planning framework for the identification and prioritization of actions needed to preserve and maintain
ecosystem benefits and services of importance for the HCLME. At a systemic level this will be achieved through
the formulation of a Strategic Action Program that includes a plan for a system of Marine Protected Areas of the
HCLME (Outcome 1). This will provide an overarching platform for the conceptualization and definition of
planning frameworks at national and sub-national levels. However, given that planning processes need to be based
upon and informed by measurable on-the-ground experiences, a second thrust of the project will be on a number of
in-situ interventions (pilots) that validate differentiated management approaches and targeted responses (Outcome
4). These pilots have been selected using criteria that include global biodiversity values, potential resource
generation, stakeholder interest and replication value. They are the RNSIIPG and the Bajo O’Higgins and Juan
Fernandez Seamounts in Chile. The pilots will deliver direct benefits to biodiversity currently under-represented in
the national protected area systems in the short term and provide ground tested lessons for the planning frameworks
to be developed through Outcome 1. Complementing these efforts, the sea canyons in both countries will be
assessed for their potential as important biodiversity sites and their viability as potential MPAs will be evaluated.

22.The third level of the project will address the interaction between these two axes by developing the skills,
instruments and mechanisms both to effectively up-scale the lessons learnt from the pilots in Outcome 4 and to
strengthen capacities for implementing the strategic planning frameworks defined in Outcome 1. These include
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interventions that have already been identified as priority for effective multi-disciplinary management of the
HCLME to be delivered through Outcome 3. These interventions will focus on developing coordinated fisheries
management collaboration experiences, specific MPA management tools and legislation, and to identifying
equivalent national MPA management strategies in order to arrive at shared understanding of management
approaches. Outcome 2 will provide the linkage between the strategic instruments developed under Outcome 1 and
the tools for upscaling and advancing the priority interventions under Outcome 3. It will focus on strengthening
capacities in key institutions and among stakeholder groups for applying both planning and management
instruments and tools. Spatially-based Planning, Monitoring & Evaluation Systems will be developed to underpin
the new approaches to management and stewardship of ecosystem goods and services. Additionally, market based
mechanisms will generate opportunities for promoting new private sector sustainable management arrangements.

23.Specifically, the four project Outcomes are as follows:

24.0utcome 1 - Planning and policy instruments for ecosystem-based management (EBM) of the HCLME are
agreed and in place at regional and national levels seeks to provide the policy and planning framework that will
enable Chile and Peru to take into account multi-disciplinary, inter-sectoral considerations and the complexities and
interrelationships of HCLME subsystems and trophic linkages when defining the plans and programs for managing
living marine resources. It will do this by addressing information and policy barriers and by putting in place the
mechanisms and processes through which both countries will work to agree on a common definition of ecosystem-
based management and use this to guide the formulation of regional and national plans and programmes.

25.The Outputs defined to advance this Outcome are; 1) a completed Ecosystem Diagnostic Analysis (EDA) of the
HCLME, 2) a Strategic Action Programme for achieving EBM, including a plan for a system of Marine Protected
Areas of the HCLME formulated & endorsed at the highest levels, 3) a governance mechanism for EBM
approaches set up within the framework of the SAP, and 4) an awareness programme on EBM for decision-makers,
sectors and resource-user groups.

26.0utcome 2 - Institutional capacities strengthened for SAP implementation and for up-scaling the results of pilot
interventions to the systems level. Through this outcome, tools, mechanisms and improved managerial, technical
and enforcement capacities will be delivered to enable targeted stakeholders at various levels in both public and
private sectors, to effectively put into practice EBM approaches. Under this Outcome, staffing and training needs at
key institutions will be evaluated and addressed, and standards for staffing and processes established so that long-
term requirements for EBM are in place. A shift towards a new organizational culture will be promoted that
provides for cross-disciplinary decision-making. This shift towards EBM will be further supported by the
establishment of an Ecosystem Planning, Monitoring & Evaluation System (EMP) that will be structured to
respond to key management questions and issues that arise as the requirements for addressing the complexities of
EBM emerge. The EMP system will track and assess progress both in terms of changes to ecosystem health, as well
as to the socio-economic and institutional processes that underpin this paradigm shift. Given the impacts of ENSO
related variability and climate change on the system, the development of scenarios will be decisive in guiding the
definition of management options.

27.As the fisheries sector in both countries is strongly export-driven, management options need to include adoption
of market mechanisms. Therefore the project will play a critical role in assisting both societies to demonstrate their
commitment to EBM approaches, and in enabling the private sector to position itself within global scenarios.
International market forces are driving the demand for more sustainable productive practices, and the project will
play an important role in the identification of market-based options, in leveraging good practices between industrial
and artisanal sectors, and in adoption of fishing practices that reduce by-catch. In order to accomplish this,
stakeholders in the private sector will also need to receive targeted training so as to enable them to be active
participants in the definition of EBM for the HCLME, to take informed decisions regarding changes to their current
productive practices and to comply voluntarily with relevant norms and regulations.

28.The outputs defined to advance this outcome are: (i) Spatially based planning and monitoring evaluation
systems developed; (ii) Institutional capacity building programme developed for strengthening SAP and EBM
implementation; (iii) Market based mechanisms developed for sustainable fisheries management; and (iv) Capacity
building programme for key stakeholders (fisheries sector-traditional and industrial) to increase compliance with
EBM based regulatory frameworks. Their successful delivery is expected to result in (i) sectoral and investment
decisions that integrate guidance stemming from the Integrated Information System (11S) on MPA management and
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on their responses to the HCLME’s natural high variability; (ii) increase fisheries management decisions based on
I1S that includes multi-disciplinary parameters, including natural and ENSO related variability; (iii) artisanal sector
representatives participating in fisheries fora with an enhanced understanding of ecosystem goods and services and
their regulatory frameworks; (iv) responsible institutions that have capacities and internal processes for prioritizing
the creation of new MPAs and for their effective management; and (v) improved oversight by PA authorities that
assures compliance with national standards for MPAs.

29.0utcome 3 - Implementation of priority MPA & fisheries management tools provides options for enhanced
protection of the HCLME and for SAP implementation. This outcome creates the conditions to upscale the pilot
projects as well as undertake priority bi-national interventions that will provide insights into requirements for
effective coordinated, multi-specific and multi-disciplinary management of the HCLME. It seeks to translate
Outcomes 1 and 4 into national level plans and policies developed based on coordinated and analogous approaches,
strategies and operational standards, especially for fisheries management and for MPAs. Notably, both countries
commit to advancing towards coordinated (collaborative), ecosystem-based management of the shared anchovy
stock; increase operational capacities of newly established MPAs in Peru and Chile through the development of
management plans and coherent policies and legislation; and to establish the foundations for a system-level
network of MPAs that could reduce pressure on the HCLME marine biodiversity by complementing and
strengthening national protected area strategies.

30.The Outputs defined/put forward for consideration are: 1) coordinated management approaches piloted for the
shared anchovy stock, 2) the RNSIIPG Master Management Plan developed with financing strategy, 3) Legislation
developed for implementation of MPAs in oceanic areas (sea mounts and canyons) in Chile, and 4) MPA strategies
and legislation compared and equated for the two countries. Their successful delivery is expected to result in
common criteria for regulation of operational standards and knowledge that advance the application of the EAF and
MPA management; three pilot MPA sites operating to these standards nested within the RNSIIPG Master Plan that
increase the percentage of marine/coastal interface under protection in Peru; and the normative framework for the
establishment of two MPAs in Chile that increase oceanic marine area protection. All these will combine to reduce
pressure on biodiversity by, for example: (i) improving protection status of key habitats and reproductive sites for
flagship species, (ii) increasing compatibility of fishing pressures in waters adjacent to the new MPAs with
biodiversity management goals; (iii) managing threats such as fisheries by-catch and stress from reduced food
availability, and (iv) providing for improved connectivity.

31.0utcome 4 - Implementation of pilot MPASs that underpin ecosystem conservation and resilience. This outcome
will provide measurable on-the-ground experiences and information on which the planning processes to be
undertaken in the previous Outcomes will be based upon. This Outcome focuses on in-situ interventions (pilots)
that will validate differentiated approaches and targeted responses to overcome specific management challenges
and generate models to strengthen systemic capacities over the long-term. Both pilots will focus on MPAs given
their keystone role in EBM and the need to meet national targets on ecosystem representativity. Both pilots seek to
establish new and/or strengthen existing multiple use MPAs (or MUMPAS). One of them will assist in the
implementation processes of the new RNSIIPG in Peru, and the other will explore the viability and need of
implementing MUMPAS in oceanic areas off Chile in selected sea mounts. Both countries have also shown interest
in sea canyons and their importance in terms of ecosystem productivity and biodiversity conservation. The project
will thus gather the available information and support studies to identify the goods and services provided by sea
canyons to the HCLME to inform and validate the idea of establishing MPAs in sea canyons in the future.

32.The pilots will address the political, administrative, technical and financial barriers for the establishment of
MPAs for the HCLME by developing and testing a number of management and threat mitigation tools that can be
upscaled to systemic level. They will also contribute to biodiversity conservation because the early implementation
of the management tools to be developed in them — if effective — should have short-term positive impacts on the
local biodiversity because of the expected improvements in conservation effectiveness. They will both include the
development of management effectiveness monitoring programs that will be focused on the pilot areas and their
areas of influence (future buffer zones). These programs will feed into and complement the ecosystem monitoring
programme to be developed in Output 2.1. Sites for pilots were identified and selected in the early stages of the
Project using criteria that include global biodiversity values, potential resource generation, stakeholders’ interest,
and threat mitigation potential.

33.The Qutputs defined/put forward for consideration are: 1) two sea mounts in Chile under legal protection

12



through agreed upon management categories, 2) management tools developed and implemented for three
representative sites of the RNSIIPG and Paracas National Reserve, 3) management options for conservation of sea
canyons are available for the HCLME, and 4) capacity building, awareness & socio-environmental issue
management programs implemented for the relevant authorities and stakeholders in the pilot MPA sites.

Expected Global Benefits

34. The successful delivery of the above mentioned Outcomes is expected to result in increased protection of fish
stocks and coastal & marine habitats of recognised global significance. Regional agreement on priority trans-
boundary and ecosystem issues will enable development of policies and plans for EBM and this together with
regional agreement on governance reforms will lay the foundation to address priority TB/ecosystem issues and
facilitate inter-sectoral coordination of threat abatement. Adjusted National Protected Areas Plans will set the short,
medium and long-term targets for marine & coastal habitat conservation and enable the reduction of marine and
coastal ecosystem conservation gaps in the mid to long term (Baseline Chile 1%, Peru <1%; national policy targets
10% of relevant habitats). Increased national financial commitments for critical actions for EBM including MPA
financing strategies and pollution abatement, will enable long term compliance with biodiversity conservation (BD)
targets and assures effective operations of 5 new MPA.

35. These previously unprotected habitats (Guano Isles, Islands, Capes, and seamounts) will be brought under
protection and effective management in new MPA thereby will increase conserved seascape and coastal habitats by
28,444 ha in Peru and 8,300 ha in Chile. An ecosystem-based management strategy for sea canyons will be agreed
on by the relevant stakeholders making feasible the creation of MPA for canyons. The new MPAs and the defined
and tested management models will provide lessons for replication across larger seascapes. This will be effected by
through Outcome 3 by the RNSIIPG Master Plan increasing the marine/coastal interface in Peru under effective
management from: 216,409 to 395,867 ha coastal; 118,591 to 130,491 ha marine; and in Chile by new fishing
regulatory frameworks for Vulnerable Marine Ecosystems (VME) increasing protection to 118 seamounts over an
estimated at 507,400 ha. Similarly agreed on and coordinated program of activities for the shared anchovy stock
will enable the adoption of coordinated management measures, such as closures, quotas and exclusion areas and
future advances EBM in the HCLME

36. By bringing about these processes and responses, pressure to biodiversity and LMR will be reduced and status
improved as follows: (i) protection of key habitats and the reproductive sites for flagship species including a
number of globally significant flagship species such as highly endemic fauna in seamounts and the last important
remaining populations in Peru of of Pinnipeds (the endangered South American fur seal — Arctocephalus australis
and the wvulnerable South American sea lion — Otaria byronia), the highly endangered Humboldt penguin
(Spheniscus humboldtii) and Peruvian diving petrel (Pelecanoides garnotii), many other vulnerable species of
seabirds and shorebirds and, often, the endangered Humboldt otter (Lontra felina); (ii) compatibility of fishing
pressures in adjacent sea with biodiversity management goals; (iii) management of threats such as fisheries (by-
catch, stress from reduced food availability, (iv) provides increased security for movements across seascapes.

Sustainability

37.By adopting and promoting an ecosystem-based approach for management of natural resources along the entire
span of the Humboldt Current, the project is laying the bases for long-term ecological sustainability. From a
fisheries perspective, this initiative will increase the capacities, information and understanding required to
progressively advance towards multi-disciplinary approaches that take into account the complexities and
interrelationships of HCLME subsystems as well as trophic linkages between productivity and resilient inter-
species relations, and the dynamics between species diversity and abundance, volatility, and potential economic
losses. Such approaches, which transcend more limited management approaches exemplified by mono-specific
stock assessments, are better able to ensure that there is adequate stewardship of both stocks and associated
biodiversity, and that both are maintained at sustainable levels. In addition, EBM approaches will also strengthen
efforts at improving fishing practices to reduce by-catch.
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38.Ecological sustainability will be further enhanced through the establishment of marine and marine-coastal PAs
that are nested in the respective national systems of protected areas. In addition, the project includes development
of a plan to establish the foundations for the future development of an MPA network for the HCLME that will
increase critical habitat coverage at the ecoregion level, complementing the national MPA Systems’ coverage and
further safeguarding this globally recognized ecoregion (WWF Global 200). This plan will be based on the
development of compatible MPA frameworks between both countries including the definition of equivalent or
compatible management categories, and the identification of critical differences and gaps that need to be addressed
to develop effective and compatible marine biodiversity conservation strategies. Thus MPA frameworks will be
underpinned by efforts to increase, and build the business case for, the importance of MPAs as a fisheries
management tool. As a result of this project, a common language and vision for MPA management, and increased
understanding of the role of MPAs for biodiversity and fishery resource conservation will be developed among
countries and sectors. This should facilitate not only the sustainability of established MPAs but also assist the
process of establishing other MPAs in the future to ensure there is adequate coverage for all critical habitat types in
the HCLME.

39.From an institutional standpoint, the project assigns importance to strengthening the capacities and skill sets of
key agencies for the management of marine and coastal MPAs as well as for fisheries management based on multi-
specific assessments in order to provide the adequate institutional structure and competencies to ensure long-term
sustainability of the new management approaches being advanced. Output 2.2 specifically supports a
comprehensive capacity building strategy to define the institutional development plans and restructuring needed for
future SAP implementation as well as for upscaling the pilot development and upscaling processes.

40.Financial sustainability of the proposed project is addressed at two levels. At a systemic and national level, both
the SAP as well as the associated NAPs will define funding requirements for the priority interventions, and identify
both actual as well as potential financial sources. In terms of the pilot projects, these will specifically develop long-
term financing strategies that build upon both State resources as well as resources from private sector, such as the
tourism or maritime transport sectors. Thus the RSNIIPG pilot will include long-term business and investment
plans for each site that include development of different scenarios for recurrent cost estimates for wages, services,
and maintenance and the identification of sources for their funding and piloting of different revenue generating
options. Providing incentives for the private sector, NGOs and communities to share in the burden of management
through effective partnerships would also be explored as one way to reduce costs and dependence on revenue
subsidies for park management. Similarly, in the case of the sea mounts pilot, participation by the private sector,
for example through existing regulations and through support by vessels that are in the vicinity, will be explored.

41.In terms of social sustainability the project will work on various fronts to ensure that the wide range and
diversity of key stakeholders within the project systems boundary are adequately involved in achievement of the
project objective, as a basic proviso for ensuring sustainability. Therefore the project has three outputs that
specifically focus on this. Output 1.4 includes the development and implementation of an Awareness Program
designed to increase knowledge of basic EBM concepts and tools for key target audiences, such as decision
makers, sectors, resource user groups and local communities, tailored to the different target groups. Output 2.4 is
directed specifically at key fisher groups (artisanal, industrial and aquaculture) and aims to demonstrate both the
benefits ecosystems provide and more crucially, how their activities affect ecosystem health and how their
compliance with EBM regulations can increase the benefits they and society as a whole obtain from the ecosystem
and its living resources.

42.In the context of the pilot MPAs Output 4.4 will target local fisher communities and relevant authorities at these
sites to inform and raise awareness of the potential benefits of successful MPAs, in fisheries. Fishermen will be
involved in the design, implementation and monitoring of the MPAs management plans, and will thus be able to
witness directly the changes or improvements taking place in the marine areas being protected and the fisheries
resources in and around them. The engagement and commitment of these diverse stakeholder groups with the
project objective is a cornerstone of its sustained development over the long-term.

Replicability

43.In order to provide for successful project implementation as well as to ensure a lasting legacy, it is important
that proposed approaches and strategies be replicable both between Chile and Peru but also globally to other
ecosystems that face similar management challenges or opportunities. Specific mechanisms have therefore been
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built into the project to ensure the transfer of lessons and best practices within each country and between Chile and
Peru.

44.Replication from the pilot level up to the national will be facilitated through specific outputs. In the case of the
Peru pilots the Master Plan for the RNIIPG will be developed and will include specific actions and mechanisms for
replication or lessons learnt. Similarly provisions have been included at the both systemic and institutional levels
to ensure that the necessary conditions and capacities are in place for upscaling the pilot projects. These include the
development of compatible MPA frameworks between both countries and the definition of equivalent or
compatible management categories.

45.Moreover, replication is a cornerstone of the very logic of the project. Given the experience developed in Chile
through other GEF-funded initiatives that have established successful multiple-use PAs along the coast of Chile,
this project will provide a platform for applying lessons and practices developed to the RSNIIPG in Peru. Similarly,
the experiences that Chile will develop through the establishment of PAs in sea mounts will have high replication
potential in Peru. Work to be undertaken in the project to define the viability of establishing PAs in sea canyons
will, if demonstrated to be feasible, provide new opportunities for piloting these PAs and thereafter, for replication.
Particular schemes or strategies that have proven effective in one country, either Chile or Peru, will be well
documented and shared with the other country so as to then be able to assess their suitability in the other country.
Legislative reforms and government action plans would be particularly suited for this type of knowledge transfer.
Furthermore the entire process of the SAP will provide the vehicle through which discussions and lessons learnt
can be shared.

46.Global replicability is another essential legacy of the project. Lessons learnt and successful strategies and
approaches will be well-documented and globally available for transfer within Latin America and to other countries
and LME areas worldwide. Specifically, knowledge regarding cooperation and coordination mechanisms will be
transferred between countries, as well as options for coordinated management of fisheries and protected areas. Such
options and mechanisms can then be tailored to other international and biodiversity conservation. Well-documented
reports will be produced clearly describing the procedures, experiences, outcomes and lessons learnt by each
country and regionally. Networking forums at national and regional levels will also be established.

47.In addition, based on the IW:LEARN approaches, the exchange of experiences, including project support for
capacity building, will be promoted. The project will participate in and contribute to, IW:LEARN follow up
activities, the knowledge exchange program of the GEF International Waters. There will be participation (self-
financed) in the bi-annual GEF IW Conferences (2011, 2013), “IW Experience Notes” will be prepared that
document important lessons and good practices, and contributions to various IW:LEARN type regional knowledge
and thematic exchanges, both virtually and in person. The project will identify, analyze and share lessons learned
that can benefit the design and implementation of similar future projects.

B. CONSISTENCY OF THE PROJECT WITH NATIONAL AND/OR REGIONAL PRIORITIES/PLANS:

48.Chile committed, in its 2001 Environmental agenda and the National Biodiversity Strategy and Action Plan
(2002), to the conservation of 10% of terrestrial and aquatic ecosystems of the country, including coastal and
marine ecosystems. In 2005 the Decree on Marine Parks and Reserves was issued, which regulates protected areas
management and more recently it has defined a National Protected Areas Policy that seeks to bring its disparate
subsystems under a consolidated framework. More recently, work with TNC was undertaken on the definition of
priority areas for conservation that includes seamounts and river mouths. The commitment of the GoC to
supporting the strengthening of the PA’s coverage is further exemplified in the National Biodiversity Strategy and
Action Plan of Chile (2002), which specifically flags the establishment of marine and coastal protected areas in the
country as a priority

49.For its part, and given the priority assigned to adequate environmental management of the country’s significant
natural endowment, the Government of Peru created the Ministry of Environment (MINAM)1 on May 13, 2008,

! MINAM will concentrate and organize many of the responsibilities for environmental management, which until now had been shared by
more than a dozen agencies including the National Council for the Environment (CONAM), the National Institute of Natural Resources
(INRENA), the General Directorate for Environmental Health (DIGESA) and sectoral environmental agencies. Furthermore, a new
environmental enforcement agency has been established under the Office of Evaluation and Environmental Enforcement (OEFA), and the
National Service of Protected Areas (SERNANP) has been created as an independent agency under MINAM.
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thereby elevating the hierarchy of the country’s environmental authority. Under its aegis, a new institution in
charge of the management of the National System of Protected Areas (SINANPE) has been created, the National
Natural Protected Areas Service (SERNANP). Protected areas are a cornerstone of the country’s efforts to provide
for the effective protection of its biodiversity, in keeping with national priorities. Within this framework, Peru
seeks to promote the sustainable use of agquatic and coastal resources and therefore has issued the relevant norms
for the protection of marine-coastal biodiversity, as provided for in the recently approved Law2 for the
establishment of the System of Guano Islands, Isles and Capes. This responds to both the Peruvian National
Biodiversity Strategy and the Law on Natural Protected Areas which call for increased coverage of marine and
coastal species and ecosystems.

50.Both countries’ fisheries strategies recognize the need for ecosystem based management of fisheries. The
project will also support priorities at the regional and global levels. The goals of establishing marine protected
areas and the sustainable uses of coastal resources and living marine resources (LMR) are consistent with the
Convention on Biological Diversity Jakarta Mandate and Protected Areas Programme, and WSSD targets related to
both fisheries and protected areas.

51.The project also falls clearly within priorities at the regional and global levels. For example, the global study of
marine protected areas edited by the Great Barrier Reef Authority, the World Bank and IUCN (1995) highlights the
absence of marine protected areas in the eastern south Pacific and encourages their development. In addition, to
expanding the coverage of protected areas to oceanic spaces in Chile and to the entire length of the Peruvian coast,
the project will also facilitate their replication and harmonization, thus laying the foundations for a coordinated
network of PAs in the Humboldt Current. The goals of establishing marine protected areas and the sustainable uses
of coastal resources are also consistent with the Jakarta Mandate of the Convention on Biological Diversity and the
proposed project will help both countries to meet their obligations under this international mandate.

C. DESCRIBE THE CONSISTENCY OF THE PROJECT WITH GEF STRATEGIES AND STRATEGIC PROGRAMS:

52.This IW-BD initiative is fully compliant with defined priorities under GEF4. As called for under IW-SP1 it
provides for the “development of ministerial-agreed collective programs of action on fish stocks and habitat
conservation for LMEs that should benefit from use of MPAs through funding from the biodiversity focal area”.
Biodiversity resources have been allocated to set-up and make operational MPAs to conserve currently unprotected
off-and near-shore marine and coastal habitats increasing representation of effectively managed marine PA Areas
in both Chile and Peru by approximately 500 Km2 in coastal areas, and by over 3000 Km2 in oceanic areas, clearly
contributing to SO1/SP2. A management plan for the RNSHPG will lay the bases for effective protection of
approximately an additional 1,414 Km2. Moreover by strengthening systemic and institutional capacities for MPA
management nationally and across the HCLME, GEF biodiversity resources will enable the up-scaling of pilot
experiences and further contribute to the BD-SOL1 objective.

53.The project will also lay the foundations for EBM approaches that will provide for more sustainable livelihoods,
improved food security, and biodiversity conservation and protection as called for in both the IW and BD focal
areas. Through the SAP process, the project will help the two countries agree upon needed national and regional
policy, legal and institutional reforms, and provide for the system-wide application of science to evaluate and
ensure the long-term sustainability of the LME’s living marine resources. In turn this will increase the
sustainability of biodiversity benefits gained through the MPAs by reducing pressures on these over the long-term.

54.The incorporation of biodiversity conservation considerations into fisheries policy and regulation through
advancing multi-species monitoring and marketplace governance mechanisms will contribute to BD-SO2-SP4
goals and this, together with the IW approaches to build foundational capacity for threats abatement in both
countries, will further contribute towards the BD-SO2 of incorporating sustainable use of living marine resources
and conservation of biodiversity in the productive seascape.

55.A key focus of the project will be to assist both countries and communities to adapt to fluctuating fish stocks
and coastal climatic regimes, including through the incorporation of climate change scenarios into fisheries and
ecosystem management strategies and PA system design. Therefore significant lessons for the emerging field of
adaptation to climate change will be generated.

2 Law N° 28793 of 2006
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56.The project will provide significant inputs to indicators defined for measuring the impacts of two of the
Strategic Objectives for Biodiversity. In relation to SO1 To Catalyze Sustainability of Protected Area Systems the
project will increase the extent of protected habitat cover (hectares) by bringing five habitat types unprotected in
the baseline representing of additional seascape and coastal area. These are two seamounts in Chile and three isles
and capes in Peru. This will directly enhance the marine and coastal areas ecosystem representation under
protection in both countries. It will increasing protected area management effectiveness in both countries by
implementing pilots to develop and test management models including the development of business plans for their
financial sustainability; and by increasing the capacity of institutions (CONAMA, SUBPESCA, MINAM) to
prioritize the creation of new MPAs and to manage them effectively. Increased management effectiveness will be
measured in pilots through the application of the METT (see logframe for METT values and Annex for GEF SO1
Tracking Tool).

57.In relation to SO 2 To Mainstream Biodiversity Conservation in Production Landscapes/ Seascapes and
Sectors, by working with fisheries the project will increase the production seascapes under sustainable management
but not yet certified through a number of tools such as the incorporation of multi —parameter and species criteria for
the definition of quotas; and for introducing protocols for Vulnerable Marine Ecosystem and related regulatory
frameworks to reduce the impact of fisheries (Chile). It will also increase the number of certifiable fisheries and
define and adopt procedures to promote good fisheries practices and improve market competitiveness within the
framework of the HCLME further contributing to GEF biodiversity indicators.

D. JUSTIFY THE TYPE OF FINANCING SUPPORT PROVIDED WITH THE GEF RESOURCES.

58.The project is requesting grant resources to provide technical assistance for advancing ecosystem-based
management in the HCLME by developing a coordinated framework that provides for improved governance and
the sustainable use of living marine resources and services. Grant resources are considered the most appropriate
means to address the existing barriers in terms of the policy, planning, institutional environment as well as
strengthening the capacity of key Governmental institutions in Chile and Peru to adopt integrated management
decisions in relationship to EBM.

E. OUTLINE THE COORDINATION WITH OTHER RELATED INITIATIVES:

59.In Chile there are two GEF projects that have strong linkages with this proposal. The project, Conserving
Globally Significant Biodiversity along the Chilean Coast, has set the bases for establishing a network of coastal
and near-shore marine protected areas that integrate development and conservation objectives, and is addressing a
suite of specific barriers that impede this solution. This effort will be complemented by a second project Building a
Comprehensive National Protected Areas System: A Financial and Operational Framework which will provide a
financial and operational framework for a consolidated protected areas system in Chile in which the marine areas
would be nested. The HCLME project will coordinate with these two initiatives both in terms of providing a
broader seascape focus to Chile’s marine and coastal-marine areas, as well as by replicating lessons, practices and
tools developed in support of Peru’s marine protected areas.

60.In Peru, the GEF/WB project Strengthening Biodiversity Conservation through the National Protected Areas
Program (PRONANP) aims to strengthen the capacity for strategic analysis and the integrated management of
protected areas under a decentralized management framework. During the preparatory phase of the GEF- UNDP
Humboldt Current project and the GEF/WB PRONANP Project (Strengthening Biodiversity Conservation through
the National Protected Areas Program), extensive coordination efforts were undertaken in order to ensure the
complementarity and synergy between both initiatives, as well as to establish the coordination mechanisms to be
used during their respective stages of execution. Coordination efforts and working meetings have been held with
the staff of both GEF agencies (World Bank and UNDP) and Peruvian institutions responsible for both projects, the
new National Service of Natural Protected Areas (SERNANP) in the case of PRONANP, and IMARPE in the case
of the Humboldt Project, as well as with other collaborating agencies and organizations. As a result of these efforts,
both projects were designed to ensure full complementarity between the activities envisaged under each.

61.Both projects include activities related to the creation, planning and/or sustainable management of the proposed
National Reserve System of Guano Islands, Islets and Cape (RNSIIPG), with differentiated and complementary
emphasis in their type of action and timeliness. PRONANP will focus on supporting the establishment and
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preliminary planning of the national reserve that is currently in the process of being legally created including the
preparation of the Emergency, Conservation and Repopulation Action Plan, as mandated by Law N° 28793, that
will be closely articulated to the Master Plan that will be developed under the Humboldt Project as indicated below.
It will also support, the basic institutional structure required for its participatory management, and on providing it
with the basic technical and logistical capacities required for its initial operations, as part of its formal
incorporation in the National Natural Protected Areas System. The Humboldt Project deals with the RNSIIPG
under a bi-national framework that provides for a governance framework, institutional capacities, and spatial
management tools for application of ecosystem-based management approaches to the HCLME. This could lay the
foundations for a future network of MPAs along the HCLME, based on efforts undertaken through the project to
define a common language and vision for MPA management, and increased understanding of the role of MPAs for
biodiversity and fishery resource conservation. The HCLME project will, moreover, develop the Master Plan for
the RSNIIPG which will be nested within these ecosystem-level efforts. The Master Plan will build upon three pilot
projects to be developed under the concept of multiple-use protected marine areas, seeking to promote management
with an ecosystem focus. With regard to the time frame, it is worth noting that there is also a clear
complementarity, with a strong emphasis by PRONANP in the first two years of the project (2009 and 2010) on
work at the national level, with decreasing direct dedication thereafter while the HCLME project will initially focus
strongly on the pilot sites and thereafter will increase its work on the general planning of the RNSIIPG. The
complementarities and coordination between the two initiatives is fully detailed in the UNDP Prodoc Section 1V,
Part Il. This coordination will continue during implementation of the projects, through formal mechanisms to be
defined.

62. Additionally, both Peru and Chile are also participating in the global UNDP project, Building Partnerships to
Assist Developing Countries to Reduce the Transfer of Harmful Aquatic Organisms in Ships' Ballast Water
(GloBallast Partnerships). Work under this global initiative will be integrated to the EDA process within the
HCLME in order to complement it and arrive at a more comprehensive understanding of the range of potential
threats to the ecosystem’s integrity.

63.Finally, given the similarities between HCLME and the Benguela Current, a counterpart eastern boundary
upwelling system, consultations and exchanges will be undertaken to benefit from the BCLME’s experience.
Already during the preparatory phase an exchange was facilitated through IW:LEARN which enabled two
government representatives from each of the HCLME countries to visit the BCC, interview with a wide range of
stakeholders, and derive lessons that can be applied to the development of the SAP for the HCLME.

F. DIscuss THE VALUE-ADDED OF GEF INVOLVEMENT THROUGH INCREMENTAL REASONING:

64.Under the baseline scenario, both Chile and Peru will advance some interventions that seek to address the issues
that currently threaten the HCLME but these will largely focus on socio-economic concerns and lack the
systematic, comprehensive approach required for EBM. Actions for EBM are unlikely to receive adequate,
financial, technical, and institutional support.

65.1n the absence of a strategic framework based on regional and national agreement on priority issues for EBM of
the HCLME, sectoral development along the seaboard and ocean activities in both countries will continue to focus
on national issues and short-term interventions that do not take into account linkages at the ecosystem level. This
includes fisheries management that, although well-established in both countries, currently defines sustainable catch
levels based on mono-specific stock assessments, seeking to maximize income from the stock. Continued
institutional capacity weaknesses, dispersed and poorly integrated management systems and tools will further
constraint the adoption of fisheries management decisions that incorporate multi-disciplinary considerations or the
inter-relationships of HCLME subsystems and trophic linkages. This will further hinder the adoption of EBM and
increase pressures on fisheries stocks and their vulnerability to climate change. The result will be increased of loss
of ecosystem resilience that will affect fisheries as well as biodiversity of global significance.

66.Protected area operational guidance and management approaches in both countries will continue to be largely
based on terrestrial PA practices that are deficient for the specific challenges of marine and coastal biodiversity
conservation. The role of MPAs in coastal and marine in EBM will continue to be poorly explored and the current
under-representation of coastal and marine habitats in Peru and off-shore marine habitats in Chile will continue.
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Advances towards national conservation targets will be sub-optimal and contributions towards the conservation of
biodiversity of global significance will be limited.

67.Pressures to the HCLME will continue to increase, further threatening the viability of fisheries and putting in
danger the significant national benefits that are incurred from this sector and eroding natural capital of the
HCLME. The opportunities for supporting Chile and Peru in the protection of the HCLME at a time when
pressures are still relatively low would be lost

68.1n the alternative scenario the SAP and NAP process will put in place the foundational capacities to advance
EBM and identify priority issues that require targeted investments and reforms to protect the HCLME-LMR. This
will enable the more strategic allocation of resources thereby increasing effectiveness of national investments and
increasing their contributions to the capture of national and global benefits. Within this planning process the
development of the NPASP and the vision for a future network of MPA along the HCLME will set the stage for
incorporation of additional areas under various management categories thus protecting the long-term resilience of
this ecosystem and key species such as transzonal and highly migratory fish and cetaceans and significantly
increase the ecosystem representativity of the countries PA estates.

69.Strengthened institutional and individual capacities for EBM and PAs and the provision of effective
management tools and practices, will improve the capacity of Peru and Chile to conserve globally significant
biodiversity and will allow the countries to make strategic decisions regarding the allocation of human, financial
and technical resources to ecosystem management. Development and testing of successful PA management models
that include threat abatement and contingency plans will provide direct protection to areas that are currently
unprotected and that harbour globally significant biodiversity. The lesson learnt will be replicable to other areas
along the coast in Peru and other seamounts in Chile thereby increasing the potential for future expansion of the
estate and increased protection to globally significant habitats and species.

70.Increased understanding of system variability (temporal, spatial and biological production) will advance global
knowledge of climate change impacts at a global level and the development of appropriate management responses
to increasingly frequent ENSO events, their impacts on abundance and distribution of fish stocks, the resulting
challenges for fisheries and biodiversity conservation management, and the negative social and economic and
human health consequences. (See ProDoc Section Il for more information on the GEF increment).

G. INDICATE RISKS, INCLUDING CLIMATE CHANGE RISKS, THAT MIGHT PREVENT THE PROJECT OBJECTIVE
FROM BEING ACHIEVED AND OUTLINE RISK MANAGEMENT MEASURES:

71.The risks relating to the project have been evaluated during project preparation, and risk mitigation measures
discussed and internalized into the design of the project. Six main risks have been identified, and are summarized
below along with the measures included in the project design for mitigation. Other assumptions guiding project
design are elaborated in the Logical Framework. The project rests on assumptions that imply the continued political
and economic stability of the country as well as the continued commitment expressed by the national government
to continue to work together to advance towards a ecosystem based management of the HCLME. It is estimated
that the risks of not verifying these assumptions are low to moderate.

Risk Response measure
Changes in L/M| The Project contributes to the achievement of established national strategies (BD, others)
administrations in both and as such continuity of support between administrations is likely. Moreover, from the
countries affect the outset efforts will be made to raise the awareness of key stakeholders and stakeholder
continuity of the SAP groups regarding the importance and relevance of the project objective. Existing
development process cooperation mechanisms will be strengthened such as the IFOP-IMARPE Agreement) and

through the EDA other technical cooperation mechanisms will be developed thereby
increasing continuity of actions across administrations.

Prioritization of L In both countries it is now State policy to prioritize goals related to environmental
development protection. Peru has recently established its Ministry of the Environment and Chile is in the
objectives limit the process of doing so and the issue is already under consideration by their Congress of the
effectiveness of efforts Republic. It is noted that in Chile, prior to the creation of the Ministry, the Director of
for ecosystem CONAMA has ministerial status and a Minister of the Environment has already been
protection appointed. Therefore there is increasing recognition of the need for multi-sectoral platforms
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Risk Response measure
to address the range of impacts on key habitats.

The current L The preparatory process for this project has evidenced highest level, inter-sectoral support
commitment to for this project, and key agencies in both countries have closely led the design of the
cooperate between intervention. Both countries have affirmed that the project creates a unique platform for
both countries is cooperation and for advancing in areas of common interest that have been identified as well
diminished strong opportunities for cross-fertilization of national experiences (eg Chile’s work with

marine-coastal MUMPas can contribute to the development of the RNSIIPG). There is,
moreover already a tradition of close cooperation as evidenced by the existing initiative for
exchange of information for management of the shared anchovy stock, upon which this
project builds upon. Similarly, participation in APEC and in the emerging RFMO promotes
cooperative work strategies. UNDP has put in place a suite of additional monitoring
activities to oversee this risk.

Limited will to share M | A framework for information exchange between IFOP and IMARPE already exists which

information between will be replicated and/or strengthened. This will be complemented by the active
institutions in public participation of scientific (both public and private) and academic sectors in the project. In
and private sectors at addition, through the establishment of MoEs information flows will be streamlined.

national and bi-

national levels. Additionally, in Chile a law on administrative transparency already exists which determines

that all information must be made publicly available. All studies undertaken, for example
by IFOP and SUBPESCA are on their respective websites.

Finally, as the private sector becomes more aligned with the project objective, it is expected
that stronger commitment to the principle of corporate responsibility will ensue. Moreover,
both countries are part of the RFMO negotiations wherein both countries are advocating for
the inclusion of the ecosystem approach. In both cases there has been ample and
representative participation by private sector groups, which is generating a new attitude.

Financial sustainability |M | Chile is developing a financial framework for the PA system at a national level in which a

of MPAs established range of potential resource generating mechanisms will be explored that could be applied to
under the pilots is marine areas. Given high costs associated with effective protection of high sea seamounts
weak — the project will develop a strategy for optimising the use of existing regulations such as on-

board tracking system (VMS), and onboard observes to reduce costs and also partner with
the private sector to share the cost burden & it will also include actions to promote greater
understanding of productivity benefits that should create incentives for private sector
participation. In Peru options studies undertaken in the preparatory phase indicate good
potential for developing various resource streams that can provide sound financial support
for the MPAs to be established.

The economic crisis M | Efforts will be made to position the project within key government institutions so that

could reduce priority is assigned to the activities agreed upon within its framework. Additionally, most of
institutional budgetary the activities supported by the public sector in the project are already high priority for
allocations and the relevant institutions, such as stock assessments.

capacity to participate
in the project
M= medium; L=low

H. EXPLAIN HOW COST-EFFECTIVENESS IS REFLECTED IN THE PROJECT DESIGN:

72.From an ecosystem perspective, management of shared living marine resources, both in terms of extraction and
protection, will clearly benefit from a common regional framework, developed with proven IW methodology and
experience, to provide for a single integrated information system, common tools, and harmonized norms for
ecosystem-based management of fisheries and protected areas. This will enhance the effectiveness of existing
programmes in fisheries and for protected area management in both Peru and Chile thus constituting a cost
effective investment of GEF resources. A regional cooperation framework on ecosystem-based fisheries
management will provide for improved resilience of living marine resources so that stocks can grow to their fullest
economic potential and associated biodiversity will not be impacted. This will provide national socio-economic
benefits in the short term thereby increasing sustainability of the new EB management approaches advanced by the
project which is an important element of cost effectiveness.

73.The cost of doing nothing (the business as usual scenario) would be the continued degradation of natural
ecosystems such as the extensive Guano system and VMESs such as seamounts and sea canyons, and declines in the
conservation status of key species including globally significant fisheries. It would also forgo the opportunity to
support the interest and initial advances of Peru and Chile for adopting an ecosystem approach to management of
the HLME as well as significant recent developments to reduce excessive fishing effort and capacity, and to
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rationalize resource exploitation. Advancing at this favourable juncture to put in a place a framework for integrated
management and spatial planning at a time when pressures are still low now represents a catalytic investment. This
will reduce pressures on the ecosystem and increase resilience in the face of climate change impacts and emerging
threats. Moreover, through the EDA and SAP, agreements will be reached both within each country (through the
NAPs) and at bi-national levels, on multi-sectoral investments and reforms to address these emerging threats
including land-based sources of marine pollution, oil and gas exploration, and development of mega-infrastructure
projects. It is thus likely to represent a lower investment than efforts to safeguard the living marine resources
(LMR) when anthropic pressures have increased and expanded and when climate changes are greater and exerting
more extensive impact on HCLME-LMR as overall resilience of the system would be lower.

74.From a biodiversity perspective, the project will build on a cost effective approach that combines protected
areas and fisheries management. The establishment of MPAs is a conservation security feature that will deliver
immediate abatement to the most important threat (fisheries) while at the same time providing a safeguard to other
existing and emerging threats, and constitutes a mechanism for enhancing the capacity of living marine resources to
respond to natural variability. By combining this with specific elements that focus on mainstreaming biodiversity
conservation into fisheries, and nested within the boarder IW framework for inter-sectoral planning, pressures will
be further reduced on the MPA reducing the risks of escalating management costs.

75.Cost effectiveness of this project will be further achieved by elements that have been included in project design.

These include the following:

e Combination of systemic and site specific actions: The design has incorporated site-specific pilots to test and
develop governance and management approaches of different types of protected area and their links with
fisheries. At the systemic level, policy, planning and capacity barriers that currently constrain MPA will be
removed, thus building an enabling environment that will facilitate the replication of the site level experiences,
further levering this cost-effective approach to conserving globally significant biodiversity and the HCLME
LMR over the long-term.

o Wide geographical scope. Through different pilots, the project will cover a range of different ecosystems along
the HCLME. This will feed into the systemic level and enable norms and standards that facilitate the replication
of lessons learnt from one site and country to another.

o Selection criteria of the pilots: Selected pilots were identified to represent sites with biodiversity of global
significance still in relatively good conservation status thus reducing costs of protection. Also they represent
threats that are characteristic of similar representations of these ecosystems along the HCLME thereby
increasing replication value and the likelihood of uptake of lessons learnt. In the case of Peru the pilot sites have
a strong baseline on which to build thereby further reducing costs. In the case of Chile the preselected
seamounts are amongst those with most information and also form part of chains of seamounts meaning that
information can be collected from various sites within the cost of one excursion. Given the extremely high costs
involved in exploration of high seas submarine habitats, this represents a significant cost saving. Furthermore
these excursion and data collecting surveys will be used to provide sound foundations on which to determine
protocols and regulations for all seamounts as VME and will thereby extend an additional degree of protection
to all seamounts in Chile (118) with no further cost in data collection.

e Agreement on strengthening management of the shared anchovy stock: both countries assign priority to building
upon the IFOP-IMARPE agreement for sharing of information on this shared stock, in order to create a robust
platform for effective, cross-cutting cooperation for management of the stock. This will provide a basis for
further harmonizing management approaches of other stocks, thus laying the bases for streamlined fisheries
management within the HCLME.

PART I11: INSTITUTIONAL COORDINATION AND SUPPORT
A. INSTITUTIONAL ARRANGEMENT: Not applicable

B. PROJECT IMPLEMENTATION ARRANGEMENT:
76.This project will be implemented by UNDP as the GEF agency. The main responsibility for executing the
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agreed activities will be IFOP (Chile) and IMARPE (Peru) as focal points for the project. UNOPS will facilitate
project management as Executing Agency in accordance with guidance from the Steering Committee.

77.The institutional arrangements of the project will include a Steering Committee, two National Inter-sectoral
Committees and one Regional Project Coordination Unit, as follows:

78.The project will be led by a Steering Committee (SC), which will include representatives of IFOP, CONAMA,
SERNANP, the Fishing Sub-Secretary and the Ministry of Foreign Affairs, on behalf of Chile, and IMARPE, the
Ministry of Environment, SERNANP, the Ministry of Production and the Ministry of Foreign Affairs, on behalf of
Peru, as well as UNDP. UNOPS will participate in the Steering Committee as an observer. All decisions will be
made on a consensual basis. The Regional Coordinator of the Project will act as Secretary of the Steering
Committee. The Steering Committee will guide project implementation, verify and approve the annual operational
plans, approve the financial and technical reports, and provide general strategic guidance to the Regional Project
Coordination Unit. The ToR for the SC is included in Section 1V, Part I11. The Steering Committee will meet on an
annual basis to approve the work plan and the annual budget. The Steering Committee’s meetings will alternate
between both countries. The Parties will be able to convene extraordinary meetings if deemed necessary

79.Each participating country will establish a National Inter-sectoral Committee (NIC). Each country will
designate a National Focal Point for the project, who will act as Secretary of the respective National Inter-sectoral
Committee. The responsibility of the Focal Point, as well as of the CINs, is to promote greater coordination and
synergies between the project’s activities and national, institutional and sectoral development plans and strategies.
The CINs will also contribute to coordinate the institutions’ participation in the execution of the project’s activities
in each country, given that its members will be executors as well as direct beneficiaries of its activities. The
National Focal Point will be the main interlocutor with the Regional Project Coordination Unit. The NIC in Chile
will be lead by IFOP and initially integrated by SUBPESCA, CONAMA, NGOs, SERNATUR, Artisanal
Fishermen Confederations, the Commission for the Coastal Zone, SERNAPESCA, MINVIU, SERNAGEOMIN,
PUCV, University of Concepcion and other organizations with responsibility for project execution in Chile,
including the private sector and the civil society. The NIC in Peru will be lead by IMPARPE and initially
integrated by MINAM, SERNANP, PRODUCE, MINCETUR, AGRORURAL, the Ministry of Energy and Mines,
regional governments in the project area, National Fisheries Society, a representative of the local fishermen
associations, Cayetano Heredia University, University of the Pacific, and other organizations with responsibility for
project execution in Peru, including the private sector and the civil society

80.The Regional Project Coordination Unit (RPCU) will manage the project and will be located in Lima, Peru. It
will be integrated by an international Regional Project Coordinator, with experience in project management, with a
background in the project’s key subjects and with good inter-institutional skills; a senior project officer with
experience in fisheries, biodiversity and preferably with field experience who will support the Regional Project
Coordinator; a financial assistant and a general assistant. Specialists and/or specialized organizations will be hired
in order to address specific technical support requirements for development of the project’s activities and pilots. A
staff member will be designated in IMARPE and IFOP to act as liaison between the RPCU and national entities
with execution responsibilities. The RPCU and in particular the Regional Project Coordinator will be responsible
for the timely completion of the project objectives and for daily project execution, including the direct supervision
for activities that are sub-contracted or carried out by other institutions under specific agreements. The Regional
Project Coordinator’s responsibilities also include the preparation of operative annual work plans that provide for
fulfillment of project outcomes within the timelines defined in the project Strategic Results Framework. UNDP
and GEF monitoring and reporting requirements will be the responsibility of the Regional Project Coordinator.

81.A Bi-national Technical Adviser Group will be established and will include experts from the public sector,
academia, scientific organizations, private sector, NGO’s and civil society groups of both countries. The GTA will
provide recommendations regarding technical aspects of the project to the Steering Committee, the National Inters-
sectoral Committees and the RPCU upon request. The National Focal Points will propose the GTA members.
Participation in this group will be ad honorem and cost-effective modalities will be defined to support its meetings.

82.1n order to accord proper acknowledgement to GEF for providing funding, a GEF logo should appear on all
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relevant GEF project publications, including among others, project hardware and vehicles purchased with GEF
funds. Any citation on publications regarding projects funded by GEF should also accord proper acknowledgment
to GEF. The UNDP logo should be more prominent -- and separated from the GEF logo if possible, as UN
visibility is important for security purposes.

PART 1IV: EXPLAIN THE ALIGNMENT OF PROJECT DESIGN WITH THE ORIGINAL PIF:

83.The project is in line with the approved PIF in terms of the project strategy, objective, outcomes and outputs
(summarized in the project framework) and expected global environmental benefits. It will bring under protection
habitats that are currently not protected in the baseline thereby reducing representation gaps in the national
protected areas systems and it will put in place multi-species and parameter criteria for fisheries management that
will provide increased protection to one of the world’s most important fisheries. Based on feasibility studies
undertaken in the preparatory stage in addition to the seamounts that will be brought under protection, additional
regulation will be developed to increase protection to all seamounts (118) in Chile as Vulnerable Marine
Ecosystems. The calculations of the areas of MPA for the seamounts has been revised based on an estimated area
around the apex given that it is not yet clear the extension that needs protection or the dimension of the seamounts
themselves. This calculation was used to indicate the overall area that would have increased protection under the
VME protocol. During the FSP procedures for determining exact measurements will be defined. Also based on
feasibility studies, it was determined that given the information gaps the work on canyons would be limited to
defining the best management categories for their protection and developing plans for implementation post project.
The concept of these as VME will also be explored.

PART V: AGENCY CERTIFICATION

This request has been prepared in accordance with GEF policies and procedures and meets the GEF criteria for
CEO Endorsement.

Agency Date Project
Coordinator, Signature (Month, day, Contact Telephone Email Address
Agency name year) Person
Yannick 28/08/09 Paula 507 302 4571 |paula.caballero@undp.org
Glemarec, i Caballero
UNDP-GEF ?( GICW.W/CC
Executive
Coordinator
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ANNEX A: PROJECT RESULTS FRAMEWORK

Project Strategy

Indicators

Baseline Value

Targets at end of project

Sources of
verification

Assumptions

GOAL.: A sustainably used and resilient HCLE that can maintain biological integrity and diversity and ecosystem services for current and future generations despite
changing climatic and social pressures

OBJECTIVE:
Ecosystem-based
management in the
HCLME is
advanced through a
coordinated
framework that
provides for
improved
governance and the
sustainable use of
living marine
resources and
services

1. Agreement on and
understanding  of the
ecosystem-level issues of the
HCLME as they relate to

management of living marine

Concerns relative to
management of HCLME LMR
limited to main shared
commercial fishery stocks and
impacts of environmental

Countries agree on the scope and
priority of ecosystem level issues &
develop interventions to address
them in the SAP including
management of shared fisheries

Approved SAP

NAP with detailed
budgets

resources (LMR) and | volatility from an EBM perspective

biodiversity conservation

2. Increase in the % of | Both Chile and Peru use single |The shared anchovy fishery is | Coordinated
fisheries management | stock criteria for fisheries |managed using multi-specific criteria | management plans
decisions that are based on | management, responses to |& multi -disciplinary parameters for the two
integrated  information  on | ENSO are not precautionary but countries
multi-specific  criteria  and | reactive At least 50% of the decisions in

multi-disciplinary parameters,
including natural and ENSO-

Note: A management decision

management matrix include multi-

matrix will be defined in year 1of specific  criteria  and multi-
related variability project for monitoring this indicator disciplinary parameters
3. Increased area of priority - SERNANP legal
coastal, ~coastal-marine and || Cogr;::t: Habitat /Zrleg Zgé Country & Habitat Area (ha.) | | documents
marine habitats in Peru & : : Peru | Coastal 395867 | NPAPS — MPA
Chile that are under some __{Marine 118,591 Marine 130,491| | jmplementation
form of legal protection that ||Chile |Seamounts MPA* |0 Chile [Seamounts MPA* 8300 | strategies for each
contributes  to  biodiversity Seamounts VME** |0 Seamounts VME** 507,000] | country

conservation

*Marine Protected Area
**\/ulnerable Marine Ecosystem (VME)

*Estimated by 1.5 m round seamount apex
**Under increased protection through
VME protocol and fishing regulations; area
estimated as per MPA X # of seamounts

4. Increase in the number of
certifiable fisheries

The necessary conditions for
certifying a fishery are not yet in
place

At least one fishery has the
necessary elements for certification

Project reports

Certification
application reports

5. % increased awareness in
identified target groups, of the
benefits of applying EBM

% awareness of a defined
number of target groups to be
determined in the first 6months
of the project

30% increase from the baseline
value for each target group

Evaluation
surveys at project
start & end using
agreed on EBM
definition

Both countries
continue to show
the same
commitment to
advancing EBM
as the start of
project

Prioritization of
development
objectives does
not limit the
effectiveness of
efforts for
ecosystem
protection
Private sector
continues to be
supportive of
certification
processes
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Outcome 1:
Planning and
policy instruments
for ecosystem-
based management
(EBM) of the
HCLME are agreed
and in place at
regional and
national levels

1. A Strategic Action | There is currently no common Complete SAP is endorsed at the SAP & legal
Program (SAP) developed | planning process or definition of | highest levels by both countries documents
based on up- dated ecosystem | priority actions

information and with an EBM

approach is approved by both | Limited understanding of EBM

countries at the highest levels

2. National Action Plans | There are no national plans to NAPs approved at the highest level NAP & legal
(NAPs) developed within the | prioritize actions for HCLM in each country documents
SAP framework and approved | management.

in each country Existing plans are sector based

3. % of the priority actions | (a)0 (a)40% SAPs; NAPS &
identified in plans that have | (b) Peru=0 (b) Peru =60% Public budget
secure financing: Chile =0 Chile =60 documents

(@) regional level in SAP
(b)national level in the NAP

4. Existence of short, medium

National protected area system

NPAS identify priority to reduce

Adjusted NPAS

and long-term targets for | strategies do not have specific habitat representativity gaps and

marine & coastal habitat | targets for coastal marine have specific targets &

conservation conservation implementation strategies

5. Number of sectors | To be measured in yr 1 as NIC do The numbers of sectors represented | Minutes (actas) of
represented and level of | notyetexist and levels when NIC are first the NIC meetings

officials that participate in the
national inter-sectoral
committees

formed, are maintained and
strengthened throughout the project

Changes in the
administration in
both countries
does not affect the
continuity of the
SAP and NAP
processes

Outcome 2:

Institutional
capacities
strengthened for
SAP
implementation
and for up-scaling
pilot interventions
to the system level

1. % of effective information
exchanges in protocols
defined within the framework
of the Ecosystem Information
System (EIS)

Currently, each government
manages independent
Geographical Information
Systems (GIS) with limited
information exchange.

70% of protocols for information
exchange are functioning at least at
minimal levels

2. % of staff profiles and
procedures that are aligned
with EBM in key institutions
(i.e., CONAMA, MINAM,
SUBPESCA, Vice-Minist. de
Pesqueria)

<10% of staff in IFOP,
IMARPE have profiles aligned
with needs for EBM

Staff profiles & procedures for EBM
will be determined in yr 1 once
standards have been set based on
agreed EBM definition

>20% of staff in IFOP, IMARPE
have profiles aligned with needs for
EBM

>70% of the research projects for
resource management follow
ecosystemic criteria

Targets for other institutions to be
determined in year 1

Capacity needs
evaluations
carried out on year
1 and 5 project
Research plans

3. Key institutions (MINAM
CONAMA, SUBPESCA), have
the capacities and internal
processes to prioritize the
creation of new MPAs and to
manage them effectively.

Baseline to be established with
institutional capacity scorecard
values applied to relevant
institutions on each country

30% above baseline values

Institutional
capacity scorecard
for MPA adapted
from UNDP
capacity scorecard

The will to share
information
between public
institutions in
public and private
sectors at national
and regional levels
continues
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4. Procedures defined and
adopted to promote good
fisheries practices and
improve market
competitiveness  within  the
framework of the HCLME

There are no procedures for
promoting good fisheries
practices in relation to market
competitiveness in either
country

At least two mechanisms are
adopted that promote good practices
and improve market competitiveness
within the framework of the
HCLME

Project reports;
legal documents
and evaluations
reports on impact
of mechanisms

5. Improved understanding of
the benefits of ecosystem
goods and services of artisanal
fisher  representatives that
participate in fisheries fora

(as a proxy indicator of potential
compliance with regulatory
frameworks)

Baseline level of understanding
of ecosystem benefits in will be
measured in at project start

Increase of 30% above baseline
values

Awareness
evaluation survey
applied at
beginning and end
of project

Outcome 3:

Implementation of
priority MPA &
fisheries
management tools
provides
knowledge of
options for
enhanced
protection of
HCLME and SAP
implementation

1. Advances in adopting
EBM for the shared anchovy
stock as measured by the
increase in agreed on and
coordinated  program  of
activities

Current agreement between
IFOP and IMARPE only
includes information exchange
on stock evaluations and
reproductive parameters for
main pelagic commercial stocks

Coordinated management agreement
includes the use of multi-specific
criteria and multi-disciplinary
parameters for the establishment of
each country’s TAC for the shared
stock

Legal documents
- IMARPE and
IFOP procedures

2. Adoption of coordinated

Each country uses independent

Countries use the same criteria for

Project reports

management measures for the | criteria for managing their part establishing TACs, fishing seasons and legal
shared stock, such as closures, | of the shared stock and exclusion areas documents
quotas and exclusion areas

3. Increase in hectares of the | RNSIIPG has not yet been RNSIIPG established with a fully RNSIIPG
coastal-marine interface under | established. developed Management Plan Management

improved  management -
measured by RNSIIPG Master
Plan and the tools for
monitoring and management
effectiveness measurement

METT Score by Cat.

g | Total
METT
Score

% of

Pilot site
total

Context

RNSIPG]

Max

Il w39 99
OO

Capes and islands of the guano
systems are currently managed
from an extractive perspective
only targeting guano birds as
conservation priorities worthy of
protection.

METT S«

by Cat.
50 -

Total .
4 % of

todal

Context

6

RNSITPG
| ERECAEEL E

Max
SCONE

The GEF METT has been used to
establish initial baseline and target
values but a more specific M&E tool for
marine areas will be developed in the
FSP and will also be used to measure
management effectiveness gains

Fl24(21|30]3 9 99

Effectiveness
monitoring system

4. ldentification of
equivalency in conservation
management options (PAs) for
coastal and marine
environments in both

Peru has no specific protected
area categories for marine areas,
but uses terrestrial categories,
that follow a gradient from
direct to indirect resource use —

SNAP and SINANPE MPA
conservation categories defined,
equated and based on a common
concept for both countries

SNAP &
SINANPE
documentation
(Plan Director)

The current
commitment to
international
cooperation
maintains at least
the same level as
project start
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countries

with no fully intangible
protected areas.

Chile has three categories for
marine areas (Marine Reserves,
Marine Parks and MUMPAS).
These management schemes and
categories are not equivalent for
both countries

5. Number of best
management practices
developed in the project pilot
sites that are up-scaled to
other protected areas

0

a) Peru: > 3 other sites in the
RNSIIPG with management
committees and plans

b) Chile: at least one other canyon
or seamount in the process of
adoption the management

a) Management
plans of the pilot
sites

b) Project reports

options
Outcome 4: 1. Increase in management | (a) 3 pilot areas in Peru do not (@ All 3 pilots in Peru with | GEF Management Obtions pre-
| effectiveness of the pilot | have management plans; in approved  management  plans; | Effectiveness : dgntifieg for
MPASs measured Chile only specific fisheries Ecosystem-based management | Tracking Tool financial
implementation of (orange roughy) are currently strategy for 2 sea mounts agreed on | (METT) applied sustainability of
np ’ . . managed in sea mounts by relevant stakeholders at mid-term and Y
pilot MPAs that a) in Peru with (b) METT values end MPA prove to be
underpin Management Plans Peru (b) METT values effective
ecosystem . . —
conservation and b) with the Declaration of the M”TSL b;("' 2| Total pery —
I’es”lence area In Chlle Pilot site 3 g‘ 21 2|2 |METT| of METT Score by Cat. ot
E|E| & 2| 5] 2| Score |total — P # otai ]
¢) Management effectiveness M RENE Plocste | & Score |
tracking tool (METT) Lobosdely T Tafo To 7] 26 e <
Pta, San > lelwlislo s a0 Mag 'I,"uh\.\dc 3 lalalol2]7 69 | 72%
METT Poor= < 25%; Fair=26- Juan e
50%:, Good= 51-76%:; :;.I;;Iiw\ 2lelalsli|7] 28 |29 ;"'“n‘x CRRERRER 0 I I T i
Excellent= 77-100% ?:‘::L 2 124 21 |36 o] o :;:I’i‘c_\m 3lafafef2|7] e 73-:..(
:"‘::‘ B ERER KD
Chile Chile

Seamount 1& 2 METT 5/63 =
8% Poor

Seamount 1&2 METT >30% (Fair or
more)

2. Reduction in the
incidence of illegal extractive
activities in restricted areas
established in the management
plans of RNSIIPG pilot sites

No. of reports of illegal
extractive activities will be
measured once zoning of pilots
is complete

Reduction of 50% for RNSIIPG

Reports presented
to local Peru port
authorities
(Capitania de
Puerto — DICAPI)
at each location

3. % management costs of
the pilot areas protected that
have secure financing

As neither the RNSIIPG nor the
Seamount MPA has been
established there are currently

a) 100% of the RNSIIPG pilots
management costs covered of which
at least 50% is from resources other

Pilot area
management plan
financial section
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a) RNSIIPG pilots
b) Seamounts

no specific management costs.

than GoP
b) Seamount have identified sources
for 100% management costs

and budget
reports

4. Ecosystem-based
management strategy for sea
canyons agreed on by the
relevant stakeholders

No specific plans for sea
canyons exist

Approved management strategy for
sea canyons of the HCLME

Project reports

5. Populations of  flagship
species at pilots
Species will be selected inyr 1

Population levels (distribution
and abundance) as estimated in
yr 1 for selected flagship and/or
indicator species in pilots

Populations maintain at least the
same levels as at the beginning of
the project or are increasing

Flagship species
population
censuses at project
start and end
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ANNEX B: RESPONSES TO PROJECT REVIEWS

GEF REVIEW SHEET — 17 JuLY 2009

GEF REVIEW SHEET FOR PROJECT ENDORSEMENT - RESUBMISSION

7. Global Environmental
Benefits- It seems that there
would be other measurable
benefits than the increased
number of hectares managed.
Please address.

Indeed there are other global benefits in addition to the increased areas
under protection. As noted in 8238, through “these processes, pressure to
biodiversity and LMR will be reduced and status improved as follows:
(i) protection of key habitats and the reproductive sites for flagship
species including a number of globally significant flagship species such
as highly endemic fauna in seamounts and the last important remaining
populations in Peru of Pinnipeds (the endangered South American fur
seal — Arctocephalus australis and the vulnerable South American sea
lion — Otaria byronia), the highly endangered Humboldt penguin
(Spheniscus humboldtii) and Peruvian diving petrel (Pelecanoides
garnotii), many other vulnerable species of seabirds and shorebirds and,
often, the endangered Humboldt otter (Lontra felina); (ii) compatibility
of fishing pressures in adjacent sea with biodiversity management goals;
(iii) management of threats such as fisheries (by-catch, stress from
reduced food availability, and (iv) increased security for movements
across seascapes.

These benefits are reflected in a suite of indicators including: "Increase in
the % of fisheries management decisions that are based on integrated
information on multi-specific criteria and multi-disciplinary parameters,
including natural and ENSO-related variability”; “Increase in the number
of certifiable fisheries”; “Increase in management effectiveness of the
pilot MPAs measured by the METT scorecard (baseline values provided
for all PA in Section 1V, Part VI))”; and, “Populations of flagship species
at pilot sites”.

14. Does the project take into
account potential major risks,
including the consequences of
climate change and includes
sufficient risk mitigation
measures? - All risks but those
associated with CC have been
addressed. One of the
commonly reported CC
associated risk is potential
impact on the Humboldt squid.
Please address the CC risks.

The issue of climate change has been given due consideration in the
project which includes specific risk mitigation measures. Indeed climate
change is cross-cutting to the entire project and was therefore not
uniquely described in the section on risks. The situation analysis
describes the complexity of the HCLME given that CC will increase the
significant natural variability in the system as well as exacerbating
anthropological threats. In the threats analysis considerable attention is
given to CC as a systemic threat. The response to this threat underlies the
project design as such it has not been included as a stand-alone risk in the
section on risks. As noted in paragraph 112 “A key focus of the project
will be to assist both countries and communities to adapt to fluctuating
fish stocks and coastal climatic regimes, including through the
incorporation of climate change scenarios into fisheries and ecosystem
management strategies and PA system design. Therefore significant
lessons for the emerging field of adaptation to climate change will be
generated.” Furthermore putting in a place a framework for integrated
management and spatial planning at a time when pressures are still low
represents a catalytic investment as this will reduce pressures on the
ecosystem and increase resilience in the face of climate change impacts
and emerging threats. Moreover, as noted in the section on incremental
reasoning, “Increased understanding of system variability (temporal,
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spatial and biological production) will advance global knowledge of
climate change impacts at a global level and the development of
appropriate  management responses to increasingly frequent ENSO
events, their impacts on abundance and distribution of fish stocks, the
resulting challenges for fisheries and biodiversity conservation
management, and the negative social and economic and human health
consequences” (8235). Management responses within the HCLME will
address all LMR including the Humboldt squid.

The integration of climate change risks within the design is further
exemplified by specific project components which include the
establishment of an LME Planning, Monitoring & Evaluation System
(M&E) that will be structured to respond to key management questions
and issues that arise as the requirements for addressing the complexities
of EBM emerge (Output 2.1), and which include the development of
climate change scenarios to guide management options “given the
impacts of ENSO related variability and climate change on the system”
(8139). The Output on management of the shared anchovy stock, for
example, states that “data will be synthesized and jointly analyzed to
assess, for example, the effects of climate and oceanographic variability
on the distribution and abundance of the shared anchovy stock and on
spatial and temporal changes in the stock vulnerability and landings. This
information will feed stock evaluation models....” (§8180).

One of the criteria that assisted the selection of both pilot projects was
their relevance to improved understanding and management of impacts of
both natural variability and climate change. Thus the seamounts pilot in
Chile *were selected because they were deemed to represent key
processes controlling productivity and biodiversity of the HCLME and,
therefore, needed protection and were suitable for monitoring ecosystem
health and for assessing changes of the whole system as a response to
natural variability and global climate change.” (§194). “An additional
innovative aspect of this pilot is the assessment of seamounts as
indicators of global changes in marine environments. The selected
seamounts are located in the outermost influence areas of the Humboldt
Current System and have been proposed as potential early warning sites
for impacts of global climate change. ... This will allow assessing the role
of seamounts as potential indicators of global climate change processes
in general and as early warning systems for the HCLME in particular.”
(8199). Similarly, one of the three pilot sites within the Guanera System
in Peru, Lobos de Tierra Island is located in the upper reaches of the
HCLME and is another potential early warning site for the onset of
ENSO events as well as global climate change processes.

20. Are the confirmed co-
financing amounts adequate for
each project component? Total
co-financing adding figures
provided is $24,624,515 versus
the provided amount:
$24,624,084. Please adjust this
total and associated ones in all
tables and text of project
documents.

Based on the co-financing letters received, with the corresponding
amounts in US$ which are reflected in the CEO Endorsement Template
in Table B, as well as in other tables in the documentation (incremental
Benefits Matrix, budget summary, etc.), the total co-financing for the
project comes to $24,624,084. At UNDP these figures have been revised
extensively and several times, and the total amount comes to that
reported. It would be appreciated if the GEF Sec could provide further
details on the inconsistency that report it has been impossible to locate
the difference in our calculations.

Unfortunately we have noted that the revised TNC co-financing letter for
$690,000 was not submitted. This amount is in full accordance with the
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amount reported in table B of the CEO Endorsement Template and thus
this does not affect our calculations. The letter that was submitted totaled
$650,000 due to an inadvertent mistake. The correct letter for $690,000
is being submitted along with this Response Sheet.

It is possible that the discrepancy noted by GEF arises from differences
in the conversion rates used. There were only two co-financing letters
that were not in USD:

« |IRD’s contribution of € 500,000 was calculated based on a conversion

rate of 1€ = USD 1.32 for a total of USD 660,000
« FONDEPESCA’s contribution in Peruvian Soles (PEN) of S750,000
was calculated based on a conversion rate of 3 PEN = 1 USD for a total
of USD 250,000.

21.Does the proposal include a
budgeted M&E Plan that
monitors and measures results
with indicators and targets?-
However whilst the BD TT have
been provided, the IW tacking
tools are lacking. Please provide
IW TT. Please also provide
project webpage following IW-
Learn guidance and a budget for
IW Learn activities.

As with all UNDP-GEF projects, all Monitoring and Evaluation
Requirements will be rigorously followed including preparation of the
IW TT and of the IW Results Template as part of the yearly APR/PIR
processes.

Most importantly, the project Strategic Results Framework includes key
indicators of the GEF 4 IW TT, which will be tracked throughout the life
of the project including: “A Strategic Action Plan (SAP) developed based
on up- dated ecosystem information and with an EBM approach is
approved by both countries at the highest levels” (National commitments
to policy, legal & institutional reforms (Ministerial level adoption of
SAP, ICM or IWRM Plans, etc) "Number of sectors represented and level
of officials that participate in the national inter-sectoral committees™
(functional NICS); "Agreement on and understanding of the ecosystem-
level issues of the HCLME as they relate to management of living marine
resources (LMR) and biodiversity conservation™ (agreement on TB
priorities and root causes); and, "% of effective information exchanges
in protocols defined within the framework of the Ecosystem Information
System (EIS)" (Mechanisms in Place to Monitor Stress Reduction &
Environmental/Water Resources and Socioeconomic Status of the
Waterbody). In addition, other key indicators focus specifically on
fisheries management issues in order to comply with the overriding
objective of SP1 namely, restoring and sustaining coastal and marine fish
stocks and associated biological diversity: "Increase in the % of fisheries
management decisions that are based on integrated information on multi-
specific criteria and multi-disciplinary parameters, including natural and
ENSO-related variability"; "Increased area of priority coastal, coastal-
marine and marine habitats in Peru & Chile that are under some form of
legal protection that contributes to biodiversity conservation.”; and,
"Increase in the number of certifiable fisheries".

With regards to the project website, as described in §137, “An important
tool to be developed as part of this Awareness Programme is a readily
accessible Project website consistent with IW:LEARN guidance and
tools (www.iwlearn.net). The website will make publicly available
project documents and reports, contacts, links to partner and affiliated
initiatives, and project component activities. The website will be a
vehicle for stakeholder inputs both in terms of recommendations and
concerns.

This same paragraph, as well as paragraphs 158 and 300 detail how the
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project, based on the IW:LEARN approaches, will participate in and
contribute to, IW:LEARN follow up activities, including participation
(self-financed) in the bi-annual GEF IW Conferences (2009, 2011, 2013).
“IW Experience Notes” will be prepared that document important lessons
and good practices, and contributions to various IW:LEARN type
regional knowledge and thematic exchanges, both virtually and in
person. The project will identify, analyze and share lessons learned that
can benefit the design and implementation of similar future projects. The
budget for the website is described in budget note #4, for participation in
the IWCs in budget note #35. There is no specific budget for other
IW:LEARN related activities as these will be cross-cutting to the project
and therefore developed a part of the technical components of the project.
In addition to this, the public participation and communications expert
charged with development of the Awareness Program (budget note 2.h)
will be responsible for establishment and maintenance of the website as
well as for elaboration of IW Experience Notes”.

GEF REVIEW SHEET FOR PROJECT ENDORSEMENT - FIRST SUBMISSION

Project framework should
include as an explicit outcome
"national inter-ministerial
committees functioning™ and
should address explicitly coastal
pollution from fish processing
plants". The project framework
should also include a 1%
provision for participation in IW
Learn type activities.

The establishment of National Inter-sectoral Committees is a linchpin of
the project and there is a specific indicator (Outcome 1 #5) that focuses
on ensuring adequate representation in these bodies, “Number of sectors
represented and level of officials that participate in the national inter-
sectoral committees”.

The project will initially scope land-based pollution, including from fish
processing plants, in the assessments under the Ecosystem Diagnostic
Assessment. Based on these, following IW practice, priority
interventions, investments and normative reforms will be defined for
action under the SAP and respective NAPs. Given the complexity of the
HCLME, and the range of issues to be addressed, both countries opted to
focus the project, which constitutes a first step towards application of
EBM approaches in the HCLME, on management of living marine
resources and spatial planning in nearshore and offshore areas. Therefore
it does not specifically focus on addressing land-based pollution issues.
However, under the market mechanisms to be advanced under Output
2.3, the full value chain for specific fisheries products will be assessed
and thus constitutes a venue for creating the necessary incentives and
requirements for improved fisheries processing.

With regards to IW:LEARN, the project proponents assign highest
priority to strong participation in IW:LEARN approaches and follow up
activities, including self-financed participation in the bi-annual GEF IW
Conferences (2009, 2011, 2013), preparation of “IW Experience Notes”
to document important lessons and good practices, and other
contributions to various IW:LEARN type regional knowledge and
thematic exchanges, both virtually and in person. The participation in
the IWCs is budgeted for under Project Management, and participation in
other exchanges and generation of lessons learned is provided for under
Output 1.4.

The global benefit linked to
biodiversity focal

area is recognized, however, the
project needs to develop
comprehensive set of

The project has fully complied with this request, and has developed
indicators on PA coverage, the respective METTs for the pilot project
sites as well as for the entire “Guano System” and on financial
sustainability for the proposed MPAs. Specifically, the project will
increase the extent of protected habitat cover (hectares) by bringing two
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biodiversity related results
indicators, in addition to the
MPA coverage indicators, by
the time of CEQO endorsement.

seamounts under legal protection in Chile and three isles and capes in
Peru. This will directly enhance the marine and coastal areas ecosystem
representation under protection in both countries. Furthermore it
will increase protected area management effectiveness in both countries
by implementing pilots to develop and test management models
including the development of business plans for their financial
sustainability; and by increasing the capacity of institutions (CONAMA,
SUBPESCA, MINAM) to prioritize the creation of new MPAs and to
manage them effectively. Increased management effectiveness will be
measured in pilots through the application of the METT.

1. There seems to be some
overlaps on MPA related
outcomes, particularly under
component 3 and 4. Further
clarification would be useful to
understand the differences.

2. It is rather unclear how the
lessons from the 5 MPA pilot
sites would be replicated and
have impact at the PA system
level. Please identify clear
strategy and mechanism within
the project framework by the
time of CEO endorsement

The project is carefully and judiciously structured as we trust will
become evident now that the Project Document has been finalized. The
architecture of the project is illustrated in the diagram on page 38 under
Il Project Strategy. Outcome 3 focuses on the development of the tools,
mechanisms, and norms necessary for upscaling inputs from the pilot
projects and for harmonizing MPA and fisheries management approaches
between the two countries. Its four outputs focus on: development of
legislation for MPAs in oceanic areas in Chile; development of the
Master Plan and financing strategy for the Guano System of Islands, Isles
and Capes, coordinated bi-national management of the shared anchovy
stock as a basis for furthering coordinated management of fisheries
resources between the two countries, and the “equation” of MPA
strategies and legislation between the two countries. For its part,
Outcome 4 encompasses the actual pilot projects in the Guano System in
Peru, which includes work on three representative sites within the
System, and the pilot to establish MPAs in sea mounts in Chile. In
addition to this, both countries are interested in exploring the feasibility
of establishing MPAs in sea canyons.

This project architecture is designed precisely to ensure effective
replication of the pilot projects. The lessons and practices validated
through the three sites within the Guano pilot in Peru will inform the
development of the Master Plan which will encompass the 13 islands and
10 capes that are part of the Guano system (RNSIIPG). The Master Plan
is the most important strategic planning document guiding the
management of a Protected Area in Peru. It will determine the general
management strategies and policies for the PA, its strategic conservation
targets, a zoning plan for the PA and its buffer zone, its management
structure, specific use plans; cooperation, coordination and participation
with other institutions inside the PA and its buffer zone and a financing
strategy to support the implementation of the Master Plan. It is through
this management and financial plan that replication of the pilot lessons
will occur. Further replication beyond the RNSIIPG will be undertaken
through Output 1.2 which provides for updating the National Protected
Area Systems Plan of Peru to incorporate lessons learnt thereby
facilitating the creation of MPA in other areas along the Peruvian
coastline. Similarly under this output advances will be made to define a
plan for a PA system at the level of HCLME thereby facilitating
replication to Chile.

Similarly, replication of the process of setting up and making operational
of MPA in seamounts will be achieved through Output 1.2. Although all
seamounts will be provided some protection through their declaration as
VME and the application of the ensuing protocol and regulations to be
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developed through the project, it is expected that the MPA will provide
additional protection through, for example, a possible total ban on
fisheries. In this sense the updated national PA plan would include the
identification of other seamounts that would need to consider as MPASs in
the future to provide sufficient protection to safeguard biodiversity along
the seamounts chains. Similarly under this output, advances will be
made to define a plan for a PA system at the level of HCLME thereby
facilitating replication to Peru.

As identified in the relevant
section of the PIF, please
identify concrete coordination
mechanism with the ongoing
GEF PA system level projects,
particularly in Peru, at the time
of CEO endorsement.

The Government of Peru assigns highest importance to ensuring strong
coordination between these two projects. Therefore during the
preparatory phase of these two projects, extensive consultations were
held. As a result of these consultations, a very detailed strategy was
arrived at to ensure full complementarity between the two initiatives and
avoid any possible overlaps or duplication. This is described in Annex X
which provides a clear and concise description of the value added of each
initiative and how they are proposed to be coordinated.

Sustainability of project
outcomes beyond project
termination deserves attention at
CEO endorsement.

Detailed explanation of the sustainability of project outcomes and
objective is provided in the respective sections on Sustainability both in
the CEO Endorsement Template and the Project Document

STAP COMMENTS & RESPONSES TO GERMANY

The project proponents express their appreciation for STAP comments which provided a very useful referent
in the design of the proposed intervention. We trust that the Project Document and well as the explanations
provided below will demonstrate that these have been adequately addressed.

STAP questions whether the
MPAs are going to prove to be
the best or should be the main
fisheries and ecosystem
conservation tool, especially
when dealing with the major
HCLME fisheries which have a
major effect on the survival of
other marine fauna (e.g., birds,
seals). For fishing, Aguero and
Gonzales (World Bank
Discussion Paper No. 329,
1996) argued that a cooperative
management agreement between
Chile and Peru aimed at
establishing a common fishing
zone would be the optimal
policy for managing
transboundary stocks of small
pelagic fish in the HCLME.
This project should consider
such an agreement within the
context of a wider range of
conservation and management
tools. Also for fisheries, relevant
regional fisheries management
organizations would need to be
consulted, including the Inter-
American Tropical Tuna

The project has an overarching objective, which is to “advance towards
Ecosystem-Based Management of the HCLME”. In order to do so, it
proposes to lay strong foundations for addressing the diverse issues that
will need to be tackled, and to set in place the requisite tools and
practices for doing so. However, in order to do so effectively within a
limited time frame, and with available funding and co-funding, there is a
need to prioritize tools and approaches with which the countries can then
further EBM approaches. For this reason the project is addressing both
fisheries management issues as well as the establishment of MPAs, as
two complementary components of EBM that will need to be further
developed in the future. The project is therefore not claiming that MPAs
are unique tools for fisheries and ecosystem conservation, but rather, that
the establishment of robust and sustainable MPAs — as a basis for a
future network of MPAs along the entire HCLME - are critical
components of an EBM vision.

Increased protection of marine areas is important not only to safeguard
biodiversity but as a security conservation measure given the need to
maintain resilience in the face of large-scale existing and emerging
threats, particularly fisheries, as well as the increasing frequency of
ENSO events, overall natural variability and global climate change
processes. Effectively managed MPAs complemented by sustainable
fisheries management practices, constitute a win-win combination and
perhaps the only way to ensure the long term availability of the
HCLME’s goods and services of global importance.

With regards to the establishment of a common fishing zone, the project
is also laying the foundations for advancing in this direction. Under
Output 3.3, the two countries will strengthen their cooperation for the
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Commission and the newly
established South Pacific
Regional Fisheries Management
organization, which seeks to
manage the Chilean jack
mackerel fishery on the high
seas.

collaborative management of their shared anchovy stock, the main stock
that both countries share. This will lay the basis for advancing towards
other common management arrangements in the future, and indeed, the
existing agreement between IFOP and IMARPE for technical
collaboration in the sharing of information on this stock will provide the
basis for working towards a permanent forum for EBM management of
the HCLME which might take the form of a commission or another
similar body. In addition, both countries participate in the emerging
South Pacific Regional Fisheries Management organization and have
ensured that the project is designed in such a way as to enable them to
effectively respond to new responsibilities or requirements. Thus Output
2.2 has a focus on institutional fine-tuning and preparation of
competency profiles for key agencies.

In using MPAs as the chief tool
for conservation in the HCLME,
the project should distinguish
between and link conservation
benefits for fished stocks and for
biodiversity conservation. We
agree that fishing is the number
one threat to sustaining fished
species and that MPAs will
theoretically provide multiple
benefits for biodiversity
conservation and restoration of
depleted fish. However, the
main species (Peruvian
anchovy, South American
sardine, and Chilean jack
mackerel) are transboundary
pelagic fish stocks with quite
different spatially located life-
cycle stages, including the
Chilean jack mackerel that is
exploited also on the high seas.
STAP questions the validity of
the proposed MPAs (component
4) in protecting such major fish
stocks and recommends that
other measures be also
investigated for containing
fisheries exploitation. The
decline of SE Pacific fisheries is
caused by several factors such
as overdevelopment of fishing
efforts, critical habitat
modification of estuaries, land-
based sources of pollution and
the lack of integrated fishing
management (GIWA, 2006).
These immediate causes cannot
or can only partially be
addressed by the project’s
piloted interventions. STAP

As noted above, the establishment of MPAs is not considered to be a
main tool for addressing fisheries management issues for transboundary
pelagic fish stocks. The project is endeavoring to create the necessary
framework, by advancing EBM approaches, for enabling both countries
to manage their stocks in a more sustainable way that takes into account
linkages to ecosystem services and trophic linkages. This includes the
incorporation of multi-disciplinary criteria for stock assessments, moving
away from mono-specific stock approaches, and the joint definition of
what the two countries understand by the application of EBM
approaches. In addition, and as noted above, the project is enhancing
capacities in the respective agencies for the application of EBM
approaches to fisheries management. Through the component on
strengthening coordinated management of the shared anchovy stock, the
two countries will establish mechanisms, practices and tools both for
advancing EBM fisheries management approaches.

In addition to improved management of the fisheries effort, the project
will also explore existing market tools, particularly certification or eco-
labeling schemes, and their viability and potential application for
promoting more sustainable fisheries in the context of the HCLME. The
FAO code of conduct for sustainable fisheries and the criteria used by the
most recognized certification schemes will be considered. One of the
project indicators is that at least one fishery is certified by project end. In
addition to this, the project will support ongoing efforts to increase direct
human consumption of pelagic species, particularly anchoveta, which
represents significant added value on the product thereby reducing the
pressure for excessive fishing efforts.

With regards to the pilots, these will address the political, administrative,
technical and financial barriers for the establishment of MPAs for the
HCLME by developing and testing a number of management and threat
abatement tools that can be upscaled to systemic level. The pilot project
in Peru (in 3 sites) will ultimately provide inputs to the development of
the Master Plan for the entire “Guano System of Islands, Isles and
Capes” which spans the entire coast of Peru, and articulate strategies to
address and minimize the threats to which the area and resources are
exposed. The pilot project on seamounts will create the necessary legal
modalities, protocols and tools for effective management of living marine
resources and biodiversity in these Vulnerable Marine Systems, under a
precautionary approach given that only a few of these seamounts are
already facing excessive extractive pressures for example on the Orange
roughy. Therefore the pilot will indeed address the effective protection of
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recommends establishing a
dialogue with the Implementing
Agency during project
preparation to design a more
effective set of interventions
aimed at linking biodiversity
protection with improved
management of industrial and
artisanal fisheries.

high seas fisheries stocks.  Additionally, the project is enabling both
countries to explore the feasibility of establishing management categories
and procedures for sea canyons, unigue ecosystems that appear to play a
key role in the life cycles of some species but whose role at an ecosystem
level is not well understood.

Finally, it must be noted that the project builds upon a very solid
baseline. In Peru, for example, over the past three years, a lower TAC
(5.5-6 million MT vs. 8-10 million MT in the past), stricter controls, and
more effective sanctions have been applied since 2006. At the end of
2008 a new law defining individual quotas per vessel for the anchoveta
fishery was approved which is designed to reduce the existing fishing
fleet overcapacity, organize the sector, implement stronger controls, and
extend management policies along the length of Peru’s coast, including
the areas in the south. Chile, most benthic and pelagic fisheries are
managed through a variety of regulations that include the establishment
of strict quotas, closed seasons, minimum species size and fishing gear
regulations. Quotas such as TACs, Maximum Catch Limit per Owner and
Individual Transferable Quotas (ITQs) are enforced for specific fisheries.
The establishment of Marine Reserves aims to preserve areas important
for the management of selected commercial species. Management and
fisheries control measures applicable to artisanal fisheries include
Artisanal Fisheries Management Areas, and artisanal extraction regimes
called Territorial Use Rights in Fisheries (TURFs).

Reference is made to multiple-
use PAs and to uses such as
artisanal and industrial fishing,
aquaculture, offshore oil and gas
exploration. All of these uses
are forces that tend to act
against establishing strong
protection regimes including in
MPAs. Conservation efforts will
confront strong economic
interests and therefore a strong
case for conservation will be
needed. The project should also
canvass additional uses that rely
more on biodiversity
maintenance, such as marine
tourism, particularly in Chile.

This observation is correct, and highlights a key focus of the project. In
order to provide for the sustainability of the MPA sites and networks that
are being proposed, Threat abatement tools to be developed in the pilot
sites will serve to prevent or mitigate the impacts of the development
processes that potentially affect these sites. As these tools seek to reduce
the risks posed by the many ongoing or planned large scale development
projects in the HCLME, they would also form the basis for replication to
other areas exposed to similar risks thereby over time increasing
protection to the entire reserve. These tools may involve, for example,
the following:

e For increased maritime traffic resulting from mega-port construction:
the definition and agreement on navigation routes that minimize the
probability of maritime accidents that may impact the MPAs.

e For increased tourism pressure: estimations of the sites’ tourist
carrying capacities, definition of public use strategies and
infrastructure that minimize the impacts of tourists on local wildlife
populations and habitats.

e For oil exploration and extraction: development of minimum
standards to inform and guide EIAs and the development of
contingencies place in the advent of spills.

e For future infrastructure development nearby the sites: assist
municipal, provincial and regional governments to incorporate the
sites’ limits into plans, maps and EIA and permit processes

In addition to this, Output 2.4 focuses on capacity building targeting key
stakeholder groups (artisanal and industrial fishers) in order to increase
compliance with EBM regulatory frameworks and will involve fishers
and industry in the design and implementation of MPA monitoring
programs at the project’s pilot MPA sites.

Additionally partnerships will be sought with tourism. An options study
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on financial sustainability for the Guano System in Peru undertaken
during the preparatory phase indicates the viability of harnessing tourism
revenues. The project will further explore and develop these.

Artisanal fishing is an important
contributor to the local economy
and is also a significant factor
regulating pelagic and demersal
fish stocks as well as overall
productivity of coastal
ecosystems in the HCLME. The
Project’s interventions in this
sector are limited to awareness
raising and some capacity
building, but additional cross-
sectoral targeted interventions
for improving environmental
status of coastal habitats and
sustainability of artisanal
fisheries are required. For
example, Chile has some
interesting community rights
based systems for sustainable
management of coastal
shellfisheries that could be
investigated for adaptation on a
wider scale

Firstly, it is noted while the project recognizes the importance of artisanal
fisheries, given the number of issues to be addressed and the complexity
of the artisanal sector particularly in Peru, both countries took the
decision early on to focus this initial step towards EBM approaches on a)
providing a planning framework; b) building capacities for
implementation c) testing and validating tools and practices large scale
fisheries; d) spatial planning and €) building awareness in small scale
fisheries so as to prepare them for a future phase. Furthermore there is
not a clear division between artisanal and industrial fisheries for example
in Chile, artisanal fisheries have a very strong participation in large scale
pelagic fisheries extraction.

As regards near shore artisanal fisheries this project builds upon GEF
funded MUMPASs project in Chile and the lessons will be channeled to
Peru through this proposed project. The three pilots in that country will
actively involve artisanal fisheries and will provide the inputs for the
development for the Master Plan for the Guano system which spans the
entire length of Peru. Additionally, Output 2.4 will work with artisanal
communities in order to train them in ecologically based management
assessments, building upon the excellent practices developed in the
BCLME project.

STAP welcomes the attempt to
develop an integrated
information system (11S) that
takes into account ENSO
variability. When working on
the component, the project is
encouraged to build linkages
with GOOS (I0C) and its
partners, including FAO.

This STAP recommendation was fully aligned with decisions of the two
countries, and the Ecosystem Monitoring Program will be linked to
GOQOS and its partners, including FAO.
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ANNEX C: CONSULTANTS TO BE HIRED FOR THE PROJECT USING GEF RESOURCES

$/ Est.
Position Titles pv(?lgseokn \a)leeréslgsrl Total Tasks to be performed
For Project Management
Local
Senior Project Officer |1000| 100 |100,000 Sup_ervise all 9ffice administration_, support RPQ in F:oordingtion aqtivities
particularly with regards to upscaling and coordination of pilot projects
Perform a variety of secretarial, coordinating, monitoring and
Administrative Assistant | 1000| 177 |177,000| administrative services to support the efficient daily running of the
project’s activities.
International
Regional Project Provide.p_rqject management leadership and have overall_ adr_ninistrative
2750 | 108 |297,000| responsibility for the project and the PCU. Ensure coordination and

Coordinator (RPC)

encourage collaboration with project partners.

Justification for Travel, if any: RPC to take missions on project management business from Peru to Chile as well as to supervise
pilot project implementation, or for project management business with the implementing and executing agencies plus to 2009,

2011 IW conferences

For Technical Assistance

Local

Provide overall assistance to RPC in coordination and supervision
activities, in particular: technical supervision of TTT for elaboration of the
EDA, support to SAP formulation team; development of EMP with regards
to definition of protocols for information sharing and access levels between
the two countries; ensuring effective linkages between outputs 1.4, 2.4, 4.4;
coordination of stakeholder dialogue on market mechanisms in particular

Senior Project Officer | 1000| 139 139,000 with regards to external markets; definition of requirements for
mainstreaming/ upscaling of pilots to systemic levels; support to bi-
national efforts on enhancing coordinated management of the shared
anchovy stock; supervision the implementation of the two pilot projects
and uptake of lessons/practices to outputs 3.1 and 3.2 and, more generally,
to SAP/SNAPs

EDA Technical Task 1000| 70 | 70,000 Pool of national experts forming a team responsible for the development of

Team the EDA.
Provide input for the EDA; coordinate national responses; provide

Fisheries experts (from technical oversight of the EDA gap filling studies and develop

pert 1000| 130 |130,000| interventions and pre-feasibility studies of priority interventions. Finally,
both countries) - . . L .
provide linkage between regional and national activities. Involvement in all
of the project’s components necessary.
Provide input for the EDA; coordinate national responses; provide
MPA and biodiversity technical oversight of the EDA gap filling studies and develop
experts (from both 1000 | 130 |130,000] interventions and pre-feasibility studies of priority interventions. Provide
countries) linkage between regional and national activities and update the SNAP plans
based on pilot inputs and advise on future development of MPAs.
Institutional and legal Prepare the institutional map of the region for inclusion into the EDA. This
1000| 15 |15,000 | .
experts is a key element for SAP development.
Public Participation Provide input for SAP and Governance strengthening processes, ensuring
. 1000 8 8,000 | . . S 7
Officer integration of the Communications and public involvement strategy.

SAP formulation team | 1000| 80 | 80,000 SAP Formulation team_. It will include 10 members drawn from the EDA

TTT to ensure strong linkages throughout the process

Multidisciplinary pool of . . s

national experts (20 from |1000| 100 |100,000 To def_lne requirements (e.g. legal, institutional) for LME governance under
EBM in the HCLME

each country)
Public Pa_rt|c_|pat|on and 1000 | 154 |154,000| Develop the Awareness Program and provide input for the SAP.
Communications Expert
National experts on 1000 30 | 30,000 Review capacity needs and competency profiles of the main institutions

institutional organization

that will be tasked with leading the implementation of EBM approaches in
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the HCLME.

Experts to develop EBM

Design, facilitate and carry out training programs within key institutions,

capacity building 10001 10 110,000 on EBM requirements approaches.
programs
Specialist in Market Facilitate national and regional platforms for stakeholder dialogue (public
mechanisms appliedto |1000| 10 | 10,000 | and private sectors) on market mechanisms and to provide targeted
fisheries capacity building for specific sectors/fisheries.
Communication
Specialists, with Design, develop and evaluate a communications strategy targeting fisheries
background in the 1000 | 180 {180,000 sectors (industrial, artisanal, and aquaculture) in each country.
environmental or fisheries Opportunities for cost-effectiveness and economies of scale will be sought.
sectors
Provide expertise in each country on environmental, MPA and fisheries
Environmental/Fisheries 1000| 68 |68.000 legal frameworks to support work on harmonization of MPA categories,
legal specialists ’ provide guidance for the RSNIIPG, and the definition of protocols for
Vulnerable Marine Ecosystems. This work will also feed into the EDA
Consultancies within the To support with coordination of inputs and logistics from the three sites,
. - 1000 | 156 |156,000| and participatory planning in the RSNIIPG pilot sites including
RSNIIPG pilot project i .
coordination for MPA planning.
To undertake a range of activities including: lead the process of finalizing
the selection of sites; design of suitable methodologies for base line
surveys of selected seamounts; support resource mobilization efforts;
preparation of necessary documentation on MPA to start the required legal
Consultancies within the 1000|150 |150 000 procedures; preparation of specific technical reports on MPA that outline
sea mounts pilot project ' the ecological features of interest and their threats; development of detailed
cost analysis study for implementation of MPA; define M&E approaches;
demarcation of approaches and definition of coordinates; indicators for
defining VMA protocol and definition of related fishing regulations; and
legal expertise for developing legal documents on protocol.
International
Provide technical support, coordinate and supervise key project
deliverables including: EDA and SAP; establishment of a governance
mechanism for EBM approaches in the HCLME; development and
implementation of an EBM awareness program; development of Ecosystem
Monitoring Program (EMP); analysis of market mechanisms and
facilitation of consultations with government and private sector;
Regional Project 2750 | 128 1352000 mainstreaming/upscaling of pilots to systemic levels; bi-national efforts on
Coordinator (RPC) ' enhancing coordinated management of the shared anchovy stock; definition
of coordinated MPA strategies and tools between both countries;
coordinate and supervise the implementation of the two pilot projects;
determine the feasibility and management requirements for establishing
MPAs in sea canyons in both countries; supervision of the targeted
capacity building within the pilot projects to engage local stakeholders in
MPAs monitoring.
Ecosystem-Based Provide technical g_uic_iance to focus and (_jevelop the EDA and develop the
Management (EBM) concept of EBM within the S_AP and f(_)r |mpr_oved management
Expert 2750 5 13,750 | 90overnance framework. F_’rpwde tec_hnlcal gmdancg on incorporation of
’ EBM approaches for decision-making processes within the HCLME
management of LMR and BD; provide technical guidance to TTT on this
thematic area.
Marine Protected Area 2750 5 13.750 Develop MPA and biodiversity section of the EDA including review of gap
(MPA) specialist ’ filling activities; provide technical guidance to TTT on this thematic area.
Assess existing information on socio-economic aspects of HCLME’s
fisheries for inclusion into the EDA; guide TTT on this thematic area;
Economist 2750 5 13,750 | orient the socio-economic assessment of bioresources in the HLME and
draft TDA section. Review and promotion of economic instruments for
supporting improved governance structures
EDA/SAP expert 2750 5 13.750 Provide guidance to develop the EDA, including the CCA. Identify priority

interventions; facilitate TTT meetings and draft relevant sections of the
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EDA. Facilitate SAP meetings and ensure that GEF best practices are
followed. Ensure combination of LME and SAP approaches and ensure
that SAP implementation is a key focus of any strengthened governance
framework.

Provide guidance to define permanent joint governance mechanisms,
LME Governance expert | 2750 2 5,500 | provide guidance on most updated thinking on LME Governance and
requirements.

Expert on market 2750 3 8,250 | Prepare a thorough supply chain strategy for specific fisheries.

mechanisms
Expert on EBM Provide expertise on ecologically based management assessments for
assessments for 2750 3 8,250 " S .
communities communities, building upon the work under the BCLME project

Guide activities that aim to engage key stakeholder groups in oversight and
2750 3 8,250 | monitoring of EBM in pilot sites as well as in other fronts to be defined
during project implementation.

Expert on community-
based EBM applications

Expert on fisheries
assessments and 2750 2 5,500
evaluations

Assess and evaluate fisheries to identify criteria for application of EBM
approaches to small pelagics.

Expert on Ecosystem

models 2750 2 5,500 | Provide targeted capacity building on ecosystem models.

Technical guidance on development of evaluation criteria within an EBM
2750 2 5,500 | Framework for undertaking assessments on environmental and fisheries
status in the HCLME based on quantitative indicators

Expert on stock
assessments

Technical expertise on incorporation of multi-specific criteria for stock

EBM specialist 2750 4 11,000
assessments.

Guidance on requirements for spatial planning along the entire length of
the HCLME to support efforts by the two countries to harmonize
management criteria and categories, as a basis for a future network of
MPAs along the HCLME

Expert on marine spatial

. 2750 2 5,500
planning

Assist in the analysis of the feasibility for the establishment of MPAs in sea

Expert on sea canyons 2750 3 8,250
canyons.

Expert on MPAs and
community involvement

Provide expertise on MPAs and community involvement, including co-

2750 2 5,500 . . .
management, as well as management of socio-environmental issues.

Support the seamounts pilot on design of suitable methodologies for base
line surveys of selected seamounts; provide examples from other regions
Experts on seamounts | 2750 | 17 | 46,750 | that can then be modified to incorporate the specific requirements of
Chilean seamounts and necessities of the Chilean economy; and guidance
on indicators for the respective protocols.

Evaluation specialists 2750 | 22 | 60,500 | Undertake Mid-Term and Terminal Evaluations

Justification for Travel, if any: It is underlined that efforts have been made and will continue to be made to maintain travel costs
at a minimum. Teleconference or other electronic means will be preferred whenever possible. When actual consultations or
training events must be held in order to support project objectives, all efforts will be made to keep costs at a minimum and to
hold meetings back-to-back. However, given that a key objective of the project is to facilitate enhanced coordination and
cooperation between the two countries, consultations and joint technical meetings will be required throughout the life of the
project. Therefore travel requirements include missions for: definition of a joint permanent governance mechanism for the
HCLME, as well as the development of the EDA and SAP; inception meeting and annual meeting of the Steering Committee;
international consultants that will provided targeted technical guidance as detailed above; development and implementation of
the awareness strategy which will require extensive travel along the entire length of the HCLME in order to target all relevant
stakeholders; technical consultations on establishment of HCLME EMP; bi-national consultations for definition of requirements,
and achieving, certification of at least one fishery; bi-national technical consultations on application of EBM to fisheries
assessments especially small pelagics and on ecosystem models; within the RNSIIPG; and for consultations on legal and
technical requirements for MPASs in seamounts; limited travel requirements within both pilots: in Peru given that the three sites
are located in three different regions in different parts of the coast, and in Chile given that there will be need for consultations
both in Valparaiso and Santiago as well as in other ports where key private sector counterparts operate; regional consultations on
sea canyons as this is a representativity gap in the SNAPS of both countries.

*Under Project Management, 920 weeks of local consultancies that are co-financed are included in Table F. This reflects
consultants that governments at all levels (national and regional) will fund in order to coordinate and support
implementation of the two pilot projects — including the three separate sites in the RSNIIPG, and provide additional
administrative assistance both to the FSP project as well as the pilots.
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ANNEX D: STATUS OF IMPLEMENTATION OF PROJECT PREPARATION ACTIVITIES AND THE USE OF FUNDS

A. EXPLAIN IF THE PPG OBJECTIVE HAS BEEN ACHIEVED THROUGH THE PPG ACTIVITIES
UNDERTAKEN.
Yes

B. DESCRIBE FINDINGS THAT MIGHT AFFECT THE PROJECT DESIGN OR ANY CONCERNS ON PROJECT
IMPLEMENTATION, IF ANY:

None

C. PROVIDE DETAILED FUNDING AMOUNT OF THE PPG ACTIVITIES AND THEIR IMPLEMENTATION
STATUS IN THE TABLE BELOW:

Co-
GEF Amount (3$) financing
Project Preparation Activities Implementation
Approved Status Amount | Amount Amount | Uncommitted $)
Approved | Spent To | Committed Amount*
date
Activity 1 -Preliminary information completed 26,500 12,087 14,413 0 67,300

gap and barriers analysis for further
definition of project components

Activity 2 - Selection and design of completed 20,000 3,094 16,906 0 31,300
pilot projects

Activity 3 -Assessment of capacity completed 15,000 0 15,000 0 18,150
needs and institutional strengthening
for development and application of
tools and mechanisms for ecosystem-
based management of the HCLME

Activity 4 Monitoring and evaluation | completed 13,500 17,169 -3,669 0 33,250
for EBM and biodiversity

conservation indicators for addressing
barriers and monitoring project impact

Total 75,000 32,350 42,650 0 150,000
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Brief description

The Humboldt Current supports one of the world’s most productive LMEs, representing
approximately 18-20% of the global fish catch and hosting globally significant biodiversity which
has led to its designation as a WWF Global 200. High environmental variability in the HCLME has
significant impacts on ecosystem productivity and trophic structure. In addition, a range of
anthropogenic activities are exerting pressure on this unique ecosystem. In order to provide for long-
term ecosystem resilience, the two countries propose to advance towards ecosystem-based
management of HCLME by: i) formulating a strategic long-term planning framework for the
identification and prioritization of actions needed to preserve and maintain HCLME ecosystem
benefits and services through endorsement of a SAP that includes a plan for a system of MPAs of the
HCLME; ii) implementation of a number of in-situ interventions (pilots) that validate differentiated
management approaches and targeted responses (Outcome 4); iii) priority interventions for effective
multi-disciplinary management of the HCLME delivered by developing coordinated fisheries
management collaboration experiences, specific MPA management tools and legislation, and
common MPA management strategies for up-scaling lessons from the pilots (Outcome 3); and, iv)
link the strategic instruments developed under Outcome 1 and the tools for upscaling and advancing
the priority interventions under Outcome 3 by strengthening capacities for implementing the strategic
planning frameworks by both public and private sectors, including through advancement of market-
based mechanisms (Outcome2). The executing agencies will be IFOP and IMARPE, in Chile and
Peru, respectively.




Nota Bene

Nothing stated in the documents that pertain to this project can be understood or interpreted in
any way or manner that undermines the sovereign rights of the participating States
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SECTION I: Elaboration of the Narrative

PART I:  SITUATION ANALYSIS

Context and global significance

1. The Humboldt Current LME (HCLME) extends along the west coast of Chile and Peru, off
western South America. It encompasses a complex mosaic of currents that support some of the most
productive fisheries on earth and houses biodiversity (BD) of global importance. The relatively steady
alongshore winds that blow towards the equator drive strong coastal upwelling from 40°S up to 4°S.

2. In general, upwelling systems are characterized by high productivity and relatively short food
chains/webs, enabling massive energy transfer to the higher trophic levels. Within the HCLME, the coast
of central and northern Peru in particular has stood as the ‘‘world’s champion” producer of exploitable
fish biomass, generally yielding more than 20 times the tonnage of fishery landings produced by other
comparable LMEs that operate under similar dynamic contexts and are characterized by comparable, or
even greater, basic primary productivity. Two potentially contributing factors have been identified for this
extraordinary productivity: (1) a low-latitude situation that combines strong upwelling-based nutrient
enrichment with low wind-induced turbulence generation and relatively extended mean ‘‘residence times”
within the favorable upwelling-conditioned near-coastal habitat and, (2) the cyclic ‘‘re-setting” of the
system by El Nifio-Southern Oscillation (ENSO) perturbations that may tend to interrupt adverse self-
amplitl’ying feedback loops within the nonlinear biological dynamics of the ecosystem (Bakun and Weeks
2008) .

Globally significant fisheries and biodiversity

3. Pelagic fisheries catches by Peru and Chile account for 16% to 20% of the global fish catch (1950-
2006). Other important fisheries resources include tuna, sword fish, shark, and giant squid as well as a
great variety of tropical and temperate mollusks, crustaceans and sea echinoderms. However, four species
of pelagic schooling fish dominate this LME: anchoveta or Peruvian anchovy (Engraulis ringens), South
American sardine (Sardinops sagax), jack mackerel (Trachurus murphyi) and horse mackerel (Scomber
japonicus). Several of the LME’s fisheries resources are shared between Chile and Peru.

4. Total annual fish catch for these countries combined averages annually over 10 million MT with a
record of 19.4 million MT in 1994 (Figure 1). The predominant anchoveta fishery represents 60-80% of
the total marine fish catch, 99% of which is reduced to fish meal and fish-oil that are exported for
consumption by cultured fish and livestock. Two main stocks of anchoveta are recognized: one shared
between Chile and Peru and a much larger one located in northern-central Peru. North-central (N-C) Peru
anchoveta catches have ranged between 6-10 million MT in the last decade, while catches of the shared
stock only occasionally exceed two million MT.

5. Both countries present similar development patterns for this fishery: an initial quick growth from
the late fifties, a first peak in the late sixties followed by a collapse in the early seventies, and a recovery
in the early nineties reaching values similar or exceeding peak catch values obtained in 1970 (Figure 1).
The collapse of the anchovy fishery in 1972 was the combined result of overfishing and a failure in stock
recruitment due to the strong 1972-73 ENSO. In both countries an important fishery for sardines
(Sardinops sagax) was developed during the years when anchovetas were scarce, from the mid seventies

! Bakun, A. and Weeks, S. J. (2008) The Marine Ecosystem of Peru: What are the secrets of its fishery productivity and what
might its future hold? Progress in Oceanography, 79 2-4: 290-299.
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until the mid eighties. Sardine catches quickly dropped after the anchoveta landings recovered in the early
nineties and have almost disappeared after 2001. It is believed that the relative changes in abundance of
anchoveta and sardine in the HCLME are related to inter-decadal regime changes in oceanographic
conditions (La Vieja and El Viejo, Chavez et al. 20037).

6. While it is recognized that heavy fishing played a major role in the collapse of the Peruvian
anchoveta fishery in the early 1970’s (Zuta, Tsukayama and Villanueva, 1983°; Jordan 1983%), the 1972-
1973 El Nifio was also a cause of recruitment failure and stock decline (Csirke, 1980)’. Climatic
variability is thought to be the main driving force of pelagic fish biomass change in this LME, with
marked regime shifts (El Nifio, La Nifia, El Viejo, La Vieja) that restructure the entire system from
phytoplankton to the top predators. Under warm conditions within ENSO, pelagic fish availability is
drastically reduced because of decreased plankton production. If the ENSO event is strong, devastating
consequences may arise, in the short term, for the fisheries off Chile and Peru as well as for the marine
fauna that relies on these normally highly abundant species.

7. There are also important reserves of jack mackerel linked to the HCLME that extend from Peru
and central southern Chile into the South East Pacific open waters. Peak Chilean catches of over four
million MT of this species were recorded in the mid-nineties but after the 1997/98 ENSO, have rarely
exceeded the established quota of 1.5 million MT. Currently, catches are mostly obtained in oceanic areas,
South of 30°S. Most of these landings are used for fishmeal and fish-oil production, with only around 30%
used for direct human consumption, mostly to be frozen and exported.

8. Dosidicus gigas, the jumbo or giant squid, is among the largest squids in the world and supports
an increasingly important fishery off Chile and Peru, with combined landings of around 700,000 MT in
2006. D. gigas is monocyclic and dies after spawning; therefore populations are highly variable and also
largely influenced by environmental variables such as the strongest ENSO events. During these events
populations have decreased as reflected in sharply declining landings (SPRFMO 2007)°. Unlike the
pelagic fish fisheries, squid are mainly caught by artisanal fishers in both countries and are mostly frozen
for direct human consumption and exported.

9. In addition to its important fisheries, the Humboldt Current System has globally significant
biodiversity and has been designated a WWF Global 200 Ecoregion (Spalding et al. 2007)’. The narrow
continental shelf and the cold waters of the Humboldt Current generate local upwellings that harbor
massive forage fish stock that feed sea-birds and marine mammal populations aggregated in the abundant
narrow beaches, and the northern rocky points and islands of the ecoregion (Sullivan et al. 1999).
Another biodiversity assessment (Chatwin 2007)° recognizes over 25 different habitat types as
conservation targets, indicating the rich habitat biodiversity along the HCLME. These include seamounts,
river estuaries, and sea canyons amongst others. The heterogeneity in physical features of the marine

2 Chavez, FP., Ryan, J. Lluch-Cota, SE. & Niquen, M. 2003. From Anchovies to Sardines and Back: Multidecadal Change in the
Pacific Ocean. Science, Vol. 299, No. 5604, pp. 217-221.

3 Zuta, S., Tsukayama, 1., Villanueva, R., 1983. El ambiente marino y las fluctuaciones de las principales poblaciones pelagicas de
la costa peruana. FAO Fisheries Report 291, 179-253.

* Jordan, R. (1983) Preliminary report of the 1982-83 Niiio effects in Ecuador and Peru. Trop. Ocean-Atmos. Newsl. No.19, 8-9.
> Csirke, J. 1980. Recruitment in the Peruvian anchovy and its dependence on the adult population. In A. Saville (ed.) The
assessment and management of pelagic fish stocks. Rapp.P.- V. Réun. CIEM, 177: 307-313.

6 SPRFMO 2007. Information describing Dosidicus gigas fisheries relating to the South Pacific Fisheries
Management Organisation. Document SPREMO-III-SWG-09

7 Spalding, M., Fox, H., Allen, G., Davidson, N., Ferdafa, Z., Finlayson, M., Halpern, B., Jorge, M., Lombana, A., Lourie, S.,
Martin, K., MCManus, E. Molnar, J., Recchia, C., and Robertson, J. 2007. Marine Ecoregions of the World: A Bioregionalization
of Coastal and Shelf Areas. BioScience 57(7): 573-583.

8 Sullivan Sealey, K. and Bustamante, G. 1999. Setting geographic priorities for marine con- servation in Latin America and the
Caribbean. The. Nature Conservancy, Arlington, Virginia USA.

° Chatwin, A. 2007. Priorities for Coastal and Marine Conservation in South America. The Nature Conservancy, Arlington,
Virginia. USA.



environment has resulted in high levels of endemism, with a number of relict taxa and the presence of
latitudinal discontinuities in the species composition of assemblages from different taxonomic groups in
the regions of the HCLME described above. These regions house a plethora of endemic species with
percentages similar, or even higher, to those of oceanic islands famous for their endemism levels such as
the Galapagos Islands in Ecuador or Juan Fernandez Islands off Chile (Sullivan et al. 1999)°.

10. For Chile, analyses of coastal benthic macro invertebrates belonging to 6 phyla (Annelida,
Cnidaria, Crustacea, Echinodermata, Porifera, Urochordata), 835 genera, 336 families, and 76 orders,
show that 38.2% of the species have restricted distributions and exhibit high levels of endemism. In terms
of overall endemism along the entire coast, Bryozoan and Ophiuroid species have a level of 40%;
Polyplacophoran species 17.3%; Isopods 51%, Bivalve species 27%; Asteroid species 20%; and
Prosobranch gastropods 52.6%. Teleost fishes exhibit similar levels of endemism, at 17%, while macro-
algal species reach 27%.

11. High numbers of species and genera have also been reported for the best known taxonomic
groups'' in Peru: 602 species of algae (at least 92 genera), 169 species of diatoms (62 genera), 208 species
of dinoflagellates (39 genera), 1024 species of mollusk (at least 333 genera), 341 species of polychaeta (at
least 203 genera), 1070 species of fish (549 genera), 82 species of seabird (30 genera), 4 genera of sea
turtles and 33 species of marine mammal (23 genera), mostly cetaceans. These numbers should be taken
as a minimum, since several taxonomic groups were not included. The extreme north of the HCLME
exhibits high biodiversity, due to mixing with water masses of equatorial and tropical origin. Around 67%
of the marine mollusks are restricted north of 6°S. A similar situation exists for crustaceans and for almost
a third of the fish families.

12. The occurrence of a shallow and intense Oxygen Minimum Zone (OMZ) in the HCLME allows
the establishment of highly adapted bacterial communities, near the boundaries of the OMZ, possibly
enabling a certain degree of endemism. Extended mats of these bacteria catalyze and link the sulfur,
nitrogen and carbon cycles on the eastern pacific continental shelf off Chile and Peru (Fossing et al.
1995"%; Jorgensen and Gallardo 1999'%). The distribution of many planktonic, nektonic, and benthic
species is constrained by the OMZ.

13. Particularly visible and valuable are the very large colonies of seabirds and marine mammals in
the HCLME. Millions of guano producing birds (cormorants, boobies and pelicans) provided Peru with
guano'® for centuries, a key resource for the development of global agriculture and a mainstay of Peru’s
economy throughout the XIX century. Colonies of tens of thousands of fur seals, sea lions, penguins and
other seabirds can also be found in Peru and northern Chile, mostly in the coastal protected sites in these
countries. In Peru they are almost exclusively found in the Guano islands and capes soon to be declared a
National Reserve. The wildlife spectacle of massive aggregations of species considered by most to be very
charismatic, constitute a yet untapped tourism resource which should serve as added incentive for the
protection this project seeks to provide. Sea mammals, sharks, swordfish and seabirds constitute top

1% Sullivan Sealey, K. and Bustamante,. G. 1999. Setting geographic priorities for marine con- servation in Latin America and the
Caribbean. The. Nature Conservancy, Arlington, Virginia USA.

" Tarazona, J. Gutiérrez D., Paredes C.,& Indacochea A. 2003. Overview and challenges of marine biodiversity research in Peru.
Gayana Botanica (Chile) 67(2):206-231. Acleto C. 1988. Aspectos fitogeograficos y taxondémicos de las algas marinas del Perti.
Gayana, Botanica (Chile) 45:143-146. Ochoa N., Gomez O., Sanchez S., Delgado E. 1999. Diversidad de Diatomeas y
Dinoflagelados marinos del Pera. Bol. Inst. Mar. Pert. 18(1-2):1-14.

12 Fossing, H., V.A. Gallardo, B.B. Jergensen, M. Hiittel, L.P. Nielsen, H. Schulz, D.E. Canfield, S. Forster, R.N. Glud, J.K.
Gundersen, J. Kiiver, N.B. Ramsing, A. Teske, B. Thamdrup, and O. Ulloa. 1995. Concentration and transport of nitrate by the
mat-forming sulphur bacterium Thioploca. Nature 374:713-715.

13 Jorgensen, B.B., and V.A. Gallardo. 1999. Thioploca spp.: filamentous sulfur bacteria with nitrate vacuoles. FEMS Microbiol.
Ecol. 28:301-313.

1 Fertilizer made out of the seabirds’ feces. Although the same birds occur in Chile, guano is not produced there because frequent
and intense coastal rains wash the islands where the birds gather and do not allow guano to accumulate to levels where it is
commercially viable to extract it.



predators in the trophic chain of the HCLME. Given that the majority of these predators feed primarily on
anchovies, they also compete with the fisheries (Figure 2). Top predators have always been a good
indicator of the state of a stock, and in the case of the HCLME, seabirds and mammals constitute
important elements within the food chain based on the anchovy stock.

14. An ecosystem-based management approach as planned during the HCLME project will help
understand the role these top predators play within the food chain at different trophic levels and design
management plans for these populations. Specifically, research on the interaction between industrial
fisheries and seabirds, and artisanal fisheries and sea lions is ongoing. The project can benefit from this
research and promote further specific investigation. (See also Section on Barriers)

Socio-economic Context

15. Over the last decade both Peru and Chile have experienced rapid, increasingly diversified, export-
led economic growth, with significant increases in their GDPs. The mainstays of both economies are the
mining, agriculture, fishing and aquaculture sectors, which are underpinned by development of ports and
enhanced ocean transport. Coastal tourism, with its concomitant infrastructure support, is becoming
increasingly important. Environmental conditions in these countries should be understood in the context of
this rapid pace of development'”.

16. The fisheries sector is a significant contributor to the economies of both countries. In 2007, the
sector in Peru represented 8% of total exports, with an approximate value of US$ 2 billion and
contributing 0.72% of GNP. Chile’s fish exports (including salmon and fishmeal) for the same year were
valued over US$ 2.4 billion or 3.5% of total exports and contributed 1.3% to the GNP. The sector is
currently a minor source of revenue for the public sector, but its contribution could be greatly enhanced.
Fish constitute one-fifth of the animal protein intake of the average Peruvian, a percentage that increases
in the poorer sectors of society.

17. In Peru the industrial catch consists almost exclusively of anchovies destined for the production of
fishmeal and fish-oil, mostly for export to supply the international industrial animal production industries.
Less than 10% of the total production of 1-1.5 million MT of fishmeal is used locally. Over the last five
years, the industry has begun to diversify towards producing canned and frozen products for direct human
consumption. These catches, which largely consist of jack and horse mackerel and hake, however
comprise less than 5% of the total for the industrial fleet in Peru. The artisanal sector supplies fresh fish
for the local markets, targeting many species with relatively small annual catches (Ministry of Production
2008)'®, employs approximately 38 thousand fishermen (IMARPE 2005)"". Although the target species
vary according to availability, in the past three years anchovy fishing for direct human consumption has
expanded and now has landings of 100 thousand MT (Ministry of Production 2008)'®.

18. Over the past decade, industrial fishing made up to 80% of total landings in Chile. However
participation by the artisanal sector is increasing and in 2005 industrial fishing represented only 61% of
the total, with artisanal fishing at 24.5% and aquaculture at 14.5%. Industrial fishing between 2001 and
2005 landed on average 3 million MT per year but it was far less in 2008 at 1.57 MT. 99% of this catch is

15 There is increasing development and urbanization along the coast, with almost 60% and 19% of the population, respectively, of
Peru’s and Chile’s population lives in coastal areas. MFIs are providing loans to Peru to increase infrastructure investments that
include the US$10.5bn railroad connecting Brazil's Santos port with Peru's Paita port, the US$3.8bn liquefied natural gas (LNG)
plant in Pampa Melchorita, the US$1.6bn Camisea Gas project, a US$830mn gas pipeline as part of the Gasoducto del Sur
project, and the US$617mn South Dock terminal at the Callao port which will impact on coastal areas and resources. However, in
parallel to this, sanitation projects worth US$785mn are also being developed.

'® Ministerio de la Produccion. 2008. Reporte en linea de los desembarques pesqueros para la temporada de pesca enero-octubre
del 2008. www.produce.gob.pe

7 IMARPE. 2005 Resultados generales de la Segunda Encuesta Estructural de la Pesqueria Artesanal en el litoral Peruano (I
ENEPA 2004-2005). Lima, Peru.
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pelagic fish species, mainly jack mackerel, anchovy and horse mackerel. Demersal fish landings include
Patagonian grenadier and Antarctic queen hake. Pelagic catches, except for 30% of the mackerel which
are exported frozen, are used to produce fishmeal to supply the salmon farming industry.

19. In Chile, as a result of the implementation of an individual quota system, the industrial fleet
currently consists of around 183 vessels operating in both national and international waters, 44 of which
employ trawling technology. In 2005, industrial fishing reportedly generated, directly and indirectly
68,703 jobs (SERNAPESCA, 2005'). In Peru the number of industrial fishing vessels for pelagics is
much larger and has increased continuously since the early 90’s (Larsen & Strukova, 2005)". This fleet
which targets pelagic fish stocks is mostly composed of two types of purse seiners: the steel hulled fleet
(>30mt’ in capacity) and the “Viking” or wooden hulled fleet (32.6-110mt’ in capacity) — the recent
growth corresponds largely to that of the Viking fleet. At present, approximately 800 steel and 670
wooden vessels are legally registered, for a combined capacity of approximately 230,000 MT in total
capacity. Approximately 12,500 jobs are directly generated, a figure that increases to an estimated 26,500
when the 139 processing plants are taken into account (Futuro Sostenible, 2008)*. In Chile in 2008,
15,254 artisanal fishing vessels and 68,913 fishermen were registered. Artisanal fishing is defined by a
person or persons operating an artisanal fishing boat which, is defined as a vessel of no more than 18
meters and 50 ton capacity. The artisanal sector is much smaller than the industrial sector with average
landings between 1996 and 2005 at 20% of the national total. However the artisanal fleet has grown
steadily in the last decade and the artisanal fishing sector has become a significant stakeholder. This sector
produces a wider variety of products: fish (15% of national total), crustaceans (59% of national total),
mollusks (58%), seaweeds (85%) and other products such as sea urchins and octopus, which are extracted
entirely by the artisanal sector.

20. In both Peru and Chile the artisanal fishing fleet is much larger in terms of the number of vessels
than the industrial fleets, with around 15,254 boats (<50 MT in capacity) according to a 2008 census in
Chile and around 9,700 (< 32 MT in cap.) according to a 2005 census in Peru®'. Artisanal fisheries employ
around 40,000 in Peru and 69,000 in Chile. Relative to the massive scale of the industrial fisheries, the
artisanal catches are much smaller but becoming increasingly important — in economic terms — in recent
years. The artisanal sector makes an important contribution to the regional economy and supplies most of
the fresh fish for both countries. Increasingly they are also contributing to exports from the sector,
supplying both the canned and frozen seafood industries.

21. The sustainability of the HCLME fisheries is not only dependent on the ecological and economic
viability of production, but on the extent to which benefits from this public good accrue to society. With
meat and the better quality fish unaffordable to the poor, small pelagics represent an important, but largely
untapped, potential source of protein for the LME communities and the world in general. In Peru, given
food security and nutrition issues and government’s efforts, some progress has been made in developing a
domestic market for direct consumption of anchoveta. Human consumption provides a key win-win
diversification option given that there is significant added value, which more than compensates for smaller
landings, and as the processing is more labor-intensive, additional year-round employment is created in an
industry which traditionally has sharp peaks of activity for only two months a year.

8 SERNAPESCA, 2005. Informe Consolidado 2005. Unidad de Estudios, Departamento de Analisis Sectorial,
Subsecretaria de Pesca, Gobierno de Chile (www.subpesca.cl)

¥ Larsen, B., and E. Strukova. 2005. Peru: Cost of Environmental Damage: A Socio-Economic and Environmental Health Risk
Assessment. Background Report for Country Environmental Assessment, World Bank, Washington, D.C. October, 2005.

2 Futuro Sostenible. 2008. Estudio de linea de base sobre la repercusion social de la reforma de la flota pesquera de anchoveta en
el Pert. Documento preparado para el Banco Mundial en el marco del Programa Nacional de Areas Naturales Protegidas
(PRONANP).

2! These figures may be underestimated given that often boats are not registered or may have more than one license.

11



Threats to Ecosystem Health in the HCLME

22. A range of anthropogenic activities are exerting pressure on this unique ecosystem. In terms of
biodiversity, in a recent analysis led by The Nature Conservancy (TNC), (Chatwin 2007)** with the
participation of national experts, the top four threats that collectively account for 90% of the priority
threats identified by the experts are: overfishing of some species, pollution, coastal development, and
resource exploitation. In Chile the growing aquaculture sector generates increasing pressures — mostly in
the southern fjord areas - while in Peru large-scale plans for oil and gas exploration off the coast and
planned mega ports constitute emerging threats. These anthropogenic threats are exacerbated by the
growing pressure of climate change that not only increases climatic variability and hence ENSO events
with associated changes in biomass, but also increases vulnerability. These threats are summarized in the
following paragraphs.

23. Fisheries are the main source of anthropogenic impacts to marine ecosystems in the HCLME
generating effects along the trophic chain. Up to 2006, the development of the fishing industry extracted a
significant percentage of the available anchoveta biomass, which has notably reduced the available
biomass for top predators, that include some of the most important species of commercial fish (jack and
horse mackerel, hake, bonito, corvina, etc.), jumbo squid, seals, cetaceans and seabirds, most importantly,
the guano birds. In Peru, the iconic populations of guano birds, which include the Peruvian cormorant,
Peruvian booby and Peruvian pelican in coastal Peru as well as marine mammal populations, have
declined significantly”. In Chile more than 95% of the main marine fishing resources have uncertain stock
estimates or are overexploited (Buschman and Perez, 2003). Furthermore, there is evidence that the mean
trophic level of landings has experienced a marked decrease over a 10 year period. This has inevitable
knock-on effects on the emblematic and often endemic biodiversity of the Chilean coast which includes
pinnipeds, cetaceans, seabirds and other top predators of commercial and non-commercial interest.
Changes in trophic relations undermine the system’s resilience to ENSO events, frequently resulting in
population crashes. Marine species under threat along the coastal interface of the Humboldt Current
include Humboldt penguin, pelicans, South American fur seals and sea lions, and the sea otter. In addition
to this, fishing effort may generate genetic changes in fish populations, leading fish to breed at younger
ages and therefore when smaller in size, thereby decreasing stock productivity**.

24. Although the intense fishing effort has been a key contributing factor to the periodic reductions of
the anchoveta fishery, El Nifio also plays a critical role. During El Nifio years, catches have declined to
less than two million MT: a quarter of the yield in normal years. The relative importance of each of these
two factors is not clear. For Peru, partly because of timely fishing restrictions during the last strong El
Nifio (1998), the fishery rebounded rapidly, with landings of about 8 million MT by 2005 thus reflecting
the incorporation of lessons learned from previous ENSO events and more sustainable fisheries policies.
However, the sector must still address fleet and processing overcapacity. In addition to increasingly
frequent ENSO events, there are also long-term regime shifts, associated with climate variability. The
diminished resilience of fish stocks and other species limits their ability to respond to existing and
emerging threats. Overall, possible increases in the frequency of ENSO events, together with growing
anthropogenic pressures, signal an ecosystem under increasing stress.

25. Biodiversity is also being threatened by the irresponsible application of certain fishing practices,
which include bottom trawling scouring the sea bed, long-lines, and purse seines, as well as the use of

2 Chatwin, A. 2007. Priorities for Coastal and Marine Conservation in South America. The Nature Conservancy, Arlington,
Virginia. USA.

2 Guano bird populations declined from about 15-20 million in the 1950s and 1960s to about 2 million today

2% The observed low investment of energy in reproduction by large female hake in Peru might be related to the lack of large males,
due to a sex-selective fishery and the impact of El Nifio. Fishing may diminish hake reproductive capacity, by modifying the sex
ratio in favor of females and increasing population vulnerability to environmental stress, in particular to the El Nifio. Ballon M.,
Wosnitza-Mendo C., Guevara-Carrasco R., & Bertrand A. 2008. The impact of overfishing and El Nifio on the condition factor
and reproductive success of Peruvian hake, Merluccius gayi peruanus. Progress in Oceanography 79: 300-307.
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dynamite by certain fisheries in Peru. Marine mammals and sea turtles are incidentally caught in gill nets
and longlines along the coasts of both Peru and Chile (CPPS 2008, Birdlife 2007°°). Bycatch levels are
not yet fully determined for most of these activities. However, anecdotal information and studies in Peru
indicate that in some localities impacts can be high, affecting up to 20% of certain populations, such as the
endangered Humboldt penguin (Majluf et al. 2002)*’. Seabird mortality in the HCLME is not significant
and is largely circumscribed to the Southern Ocean. However, efforts are being undertaken within the
sector to mitigate by-catch. In Chile, the use of curved hooks was implemented four years ago in the
swordfish fisheries to limit sea turtle by-catch.

26. However, bycatch of juvenile fish can also be significant in some of the main commercial
fisheries. In the hake fishery in particular, for the last decade catches have consisted mostly of juvenile
individuals (>90% is less than 35 cm in length). This undermines the stock’s resilience as noted by expert
panels. The situation is also descriptive of the horse mackerel fisheries. Modifications in legislation do not
always take into account the fact that reductions in the minimal reproductive size of stocks reduce
productivity.

27. The variability in stock abundance and distribution as a consequence of environmental changes as
well as high fishing pressure has had significant consequences for the fishing industry and the economies
of the two countries. For example, several hundreds of millions of US dollars were lost as a result of the
collapse of anchoveta stocks following the strong El Nifio event of 1972/1973. Earlier studies have
identified the socio-economic consequences of overexploitation of fisheries resources in the HCLME.
These include loss of access to potential markets, loss of investments, increase in conflicts between
industrial and artisanal sectors, reduction in employment and food security, migration and occupational
displacement. Overexploitation of fisheries resources could also have negative consequences on food
security as well as on the eradication of poverty and undernourishment in the region.

28. A key challenge that the fisheries sector in Peru currently faces is the significant overcapacity in
the anchoveta industrial fisheries fleet (2.5-4.6 times the optimum) and processing plants (3-5 times the
optimum), as it leads to economic inefficiencies associated with expanding capacity to harvest and process
a valuable but highly volatile resource. Overcapacity leads to reduced efficiency of the use of fishing and
processing infrastructure, as vessels are only used for about 50 days, and are completely idle for the rest of
the year, with a similar situation in the processing sector. Moreover, the need to catch, land and process
millions of MT of fish in few days generates concentrated environmental impacts and may create windows
for overfishing. Recent economic studies carried out by the World Bank on the fishery provides a
conservative estimate of annual rent loss of at least US$400 Million as a result of this situation.

29. However, recent developments augur well for addressing this problem in Peru. Starting in June
2008 an individual quota system (Maximum Catch Level per Vessel-MCLV) has been established for the
Peruvian anchoveta fishery. In the first week of implementation, the number of active fishing vessels
dropped from an average of 900 to 550. The average daily landings, which previously came in at a
maximum of 130,000 MT daily, has been reduced to an average of 80,000 MT. The system is also being
applied to the Southern Peruvian stock that is shared with Chile. In Chile, where the implementation of an
individual quota system for the main fisheries including anchovy been in place since 2002 the industrial
fleet is much smaller as described above.

30. Pollution is increasingly important due to population growth and concentration in the coastal
zone, industrialization, agriculture, urban development, tourism, and maritime transport. Non-point land-

25 CPPS. 2008. Informe del taller: Disefio de proyectos y estandarizacion de metodologias para la investigacion con tortugas
marinas en el Pacifico Sur-oriental: Interacciones con pesquerias y aspectos socio-econdmicos organizado por la Comision
Permanente del Pacifico Sur

26 Birdlife. 2007. Report on Workshop on Seabirds and Seabird-Fishery Interactions in Peru.

z Majluf P., Babcock E., Riveros J.C., & Arias Schreiber, M. 2002. Catch and bycatch of seabirds and marine mammals by the
small scale fishery of Punta San Juan, Peru. Conservation Biology 16(5):1333-1343.
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based pollution is an important contributor to pollution in some of the coastal areas of the HCLME.
Fertilizers and pest control chemicals are used widely in the rich agricultural lands in the flood plains of
rivers that intersect the coastal zone. Furthermore, run-off associated with mineral mining activities is also
present in some areas of the coast. High levels of nutrients and chronic problems of pollution from these
sources are found in Callao, Ilo and Ite in Peru and Concepcidn, San Vicente, Bio-Bio River in Chile.

31. In Peru, insufficient control of fishmeal plant discharges often creates anoxic areas and
eutrophication in the closed bays where plants are generally located, such as in Chimbote, Paita and Pisco
in Peru. This leads to fish and invertebrate’s mortality while changes in water oxygen loadings and
turbidity may disrupt the viability and resilience of marine species that use these bays as spawning and
nursing grounds. Many of these resources are commercially-exploited by the artisanal fisheries, which
supply almost all the fish and shellfish used for direct human consumption.

32. Under Peruvian Law, fishing plant effluents must be treated before they are discharged to sea, but
despite treatment high BOD™ levels and organic particulates remain. However, the introduction of
improved technologies would have win-win potential: according to conservative estimates (Hatziolos &
De Hahn 2007)%, the introduction of more efficient waste management could lead to the recovery of at
least part of the discharged fish meal and oil valued at some US $ 220 million per year in 2005 and much
more at the current high prices for these commodities. In Chile, fishmeal plants are subject to stringent
emissions control regulations, and these are diligently monitored in the four plants that operate in the
Northern part of the country (Arica and Iquique).

33. Microbiological pollution arising from untreated domestic sewage is a growing concern. In Peru,
up to 86% of domestic wastewater is not treated. Raw sewage being pumped directly into coastal waters,
as well as poverty and the eating habits of the population, were associated with the 1991 cholera outbreak
in some coastal areas. In addition to the risk to human health, pathogens also affect aquaculture in the
region due to the reduction in water quality. Other socio-economic consequences of pollution include loss
of investments and employment opportunities, diminished fisheries productivity and reduced market
competitiveness.

34. Coastal development: Urban development along the coastal zones of both Peru and Chile has
increased significantly during the last decade due to economic growth and a rise in national incomes that
allows more and more families access to vacation homes in coastal areas (Chatwin, 2007°°). Infrastructure
projects have changed coastal geomorphology causing habitat disruption, fragmentation, and/or habitat
loss. Development activity is concentrated in certain segments of the coast. Chile’s 15.1 million
population is highly concentrated in the Mediterranean-type climate central zone (78% of population),
with 40% living in the metropolitan region of Santiago (INE 2002). In Peru, the growing human
population along the coastal zone—at a rate of 336% between 1950 and 2000—is another key source of
pollution. Today, approximately 52% of the Peruvian population lives along the coast and according to the
General Direction of Environmental Health (DIGESA 2006°") the 8 million people that reside in Lima
produce 1.5 million cubic meters of domestic wastewaters on daily basis.

% Biological Oxygen Demand (BOD) is a measure of the oxygen used by microorganisms to decompose organic
waste. If there is a large quantity of waste in the water, there will also be a lot of bacteria present working to
decompose it. In this case, the demand for oxygen will be high (due to all the bacteria) so the BOD level will be
high. As the waste is consumed or dispersed through the water, BOD levels will begin to decline.

% Hatziolos M. & De Haan C. 2007. Sustainable Fisheries through improved management and policies. Chapter 6 in Giugale
M.M., Fretes-Cibils V. y Newman J.L. — Peru: La oportunidad de un pais diferente — prospero, equitativo y gobernable. World
Bank Document.

3% Chatwin, A. 2007. Priorities for Coastal and Marine Conservation in South America. The Nature Conservancy, Arlington,
Virginia. USA.

3! www.digesa.minsa.gob.pe/
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35. Resource extraction: While threats to biodiversity in the HCLME stem from many sources, they
are largely derived from the fact that the economies of Chile and Peru are heavily reliant on the
exploitation of natural resources, with mining, agriculture, forestry, fishery and aquaculture being the most
important productive sectors. Pollution and habitat destruction resulting from these industries, when they
are located in coastal areas or discharging their wastes directly at sea or in rivers, impact on coastal and
marine ecosystems and biodiversity. Underlying these direct causes are macro-economic factors, such as
population growth, high economic returns for productive activities including aquaculture and fishmeal
production, and national and regional policies that promote mining and hydro-electric development as
well as the infrastructure necessary for the extraction and transportation of the these goods

36. Climate Change also poses a significant threat for the HCLME. Countries whose economic
growth relies on climate-sensitive industries (such as fisheries, agriculture, forestry and tourism), like
Chile and Peru, and where limited resources, infrastructure and societal capacity constrain adaptation,
have been found to be the most vulnerable to climate change (Allison et al. 2009)**. Vulnerability to
climate change is augmented by these key elements: (a) exposure to physical effects of climate change, (b)
the dependence of the national economy on social and economic returns from the sector and (c) the extent
to which adaptive capacity enables these potential impacts to be offset (Adger 2000)**. Dependence of
national economies on fisheries gauged either by the percentage of the population employed by the sector,
the direct returns from fisheries landings, the export values of fisheries products and as a source of protein,
is high for countries in the HCLME. Researchers have found that although warming will be most
pronounced at high latitudes, the countries whose economies are most vulnerable to warming related
effects on fisheries lie in the tropics. Climate change impacts include (i) ocean acidification, (ii) warming
of upper ocean layers, (iii) changes in winds and upwellings, (iv) changes in ocean currents, (v) increased
frequency of ENSO events, among others (Allison et al. 2009)*.

37. The complex interactions between resource exploitation and the natural environmental variability
propagate through the entire trophic web and have been found to be frequent sources of fisheries
management failures (Coll et al. 2008)**. Thus, ecosystems where fisheries target the organisms of lower
trophic levels, like small pelagic fish, and where environmental dynamics vary rapidly, tend to be more
susceptible to climate change (Coll et al. 2008)*°. It is possible that the flow of nutrient-rich waters that
support the huge anchovy catches may be modified by climate change effects. Recent findings (Espinoza
& Bertrand 2008)* suggest that the resulting cascade of effects caused by climate change and large-scale
depletion of low trophic resources may very much exceed previous ecological predictions. This may have
significant economic impacts for both countries. Therefore, Ecosystem Based Management (EBM)
approaches will become evermore essential in strengthening the ecological - and economic - resilience of
the HCLME, as part of national (regional and continental) strategies to mitigate the impacts of climate
change.

Institutional, Policy and Legislative Context

38. Although there are differences in the management of both Marine Protected Areas (MPAs) and
fisheries in the two countries, there are similar trends that speak to an increasing concern and awareness of
the importance of environmental considerations in the national development plans. For example, the
Governments of Peru and Chile have both recently appointed their respective Ministers of the
Environment.

32 Allison, E., Perry, A., Badjeck, M., Adger, N., Brown, K., Conway, D., Halls, A., Pilling, G., Reynolds, J., Andrew, N., &
Dulvy, N. 2009. Vulnerability of national economies to the impacts of climate change on fisheries. Fish and Fisheries.

33 Adger, W. 2000. Social and ecological resilience. Are they related? Progress in Human Geography, 24: 347-364.

3% Coll, M., Libralato, S., Tudela, S., Palomera, L., & Pranovi, F. 2008. Ecosystem overfishing in the ocean. PLoS One 3(12):
e3881

3% Espinoza, P & Bertrand, A. 2008. Revisiting Peruvian anchovy (Engraulis ringens) trophodynamics provides a new vision of
the Humboldt Current system. Progress in Oceanography, 79: 215-227.

15



Institutional framework

39. In Chile, the Minster of the Environment has already been appointed and the legislative process
for the establishment of the Ministry is under consideration in Congress. In the interim and since 2007,
CONAMA, the National Commission for the Environment, an inter-ministerial body with the mission to
protect and manage the natural environment, has had Cabinet status. The Environment_Minister has been
charged with the definition of the new institutional structure to manage environmental policies that will
eventually encompass CONAMA and other bodies, such as CONAF (National Forest Corporation).

40. In Chile the main institutions that oversee fisheries and MPA management are SUBPESCA (the
Under-secretariat of Fisheries), SUBMARINA (the Under-secretariat of Marine Affairs), and
DIRECTEMAR (Head Office of the Maritime Territory and Merchant Navy). There are ongoing efforts to
create a Ministry of the Environment but its responsibilities over fisheries and MPA management are not
yet defined. SUBPESCA, within the Ministry of Economy, oversees fishing and aquaculture activities and
sets the annual catch quotas in Chilean waters. SUBPESCA also declares the establishment of Marine
Parks and Marine Reserves (but not marine and coastal protected Areas- MCPAs). SERNAPESCA, within
the Ministry of the Economy (MINEC), controls and enforces national fisheries legislation and manages
Marine Parks and Reserves.. IFOP, the Fisheries Development Institute, is a non-profit private research
institute which advises the State in decision-making processes related to fisheries and aquaculture
management. Furthermore it advises the State on international fisheries matters.

41. For its part, SUBMARINA, under the Ministry of National Defense, presides over the National
Commission of Integrated Coastal Zone Management (CNUBC by its Spanish acronym), which applies
the National Policy for Coastal Use. MCPAs are approved by the Ministry of National Defense, the
Ministry of Economy and the Ministry of the General Secretariat of the Presidency. The environmental
department of DIRECTEMAR is in charge of enforcing national and international laws and agreements
that govern the marine environment, especially those related to pollution and maritime traffic.

42, In Peru, the recently created Ministry of the Environment (MINAM) now regulates and manages
protected areas, establishes the maximum allowable limits for environmental pollutants, defines
environmental quality standards, evaluates environmental impact assessments and oversees the
enforcement of national environmental policy’®. Within the Ministry, the National Protected Area service
(SERNAP) will be responsible for managing the Peruvian National Protected Area System (SINANPE)
including soon-to-be-established MPAs. In addition to MINAM, a suite of government agencies also have
a mandate over marine and coastal resources given that its mandate does not include control of natural
resource extraction, including fisheries.

43. The Ministry of Production (PRODUCE) defines and enforces fisheries legislation and policies in
Peru, in collaboration with the Maritime Authority (DICAPI) of the Peruvian Navy and with scientific
advice provided by the Peruvian Sea Research Institute (IMARPE). Total Allowed Catch (TACs) and
seasonal closures are recommended by IMARPE based on research and monitoring carried out by its
scientists. In addition to this, the Vice-Ministry of Fisheries, within the Ministry of Production
(PRODUCE) reviews and approves proposals to establish new PAs. Sub-national Protected Areas (PAs)
are established and managed in collaboration with the corresponding local or sub-national (regional)
authorities.

44, The Peruvian Trust Fund for Protected Areas’’ (PROFONANPE) was established in 1992 to raise
funds for the conservation of protected areas. PROFONANPE has been successful in increasing its funds
and using them to leverage additional resources, with an estimated US$ 90.6 million having been
channeled through PROFONANPE to support conservation efforts. Nonetheless, the development of a
financial strategy has not been matched by increased administrative and operative capabilities, and the

36 Decreto Supremo No. 008-2008-MINAM / Decreto Legislativo 1013
37 Fondo Nacional para las Areas Naturales Protegidas por el Estado
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Intendancy of Protected Areas of INRENA, the Peruvian National Natural Resources Institute, was unable
to spend PROFONANPE’s funds efficiently.

45. A key concern is that conservation efforts have largely been defined in response to demands from
the donor community and marine ecosystems are largely unprotected. For its part, the Artisanal Fishing
Fund (Fondo de Fomento para la Pesca Artesanal) was created in 1992 according to the General Law of
Fisheries and Aquaculture and is funded by the Ministry of Economy. The Council of Artisanal Fishing is
a public entity that manages the fund. Funding is granted to improve fishing infrastructure, technical
assistance and capacity building, resource repopulation and commercialization of artisanal products. In
2004 55 projects were funded representing an investment of roughly US$ 880,000.

46. In terms of oversight and control of marine pollution, in Peru this will be jointly overseen between
MINAM, PRODUCE and DICAPI, that will define permissible limits for discharges into ocean waters.
Monitoring and enforcement of these limits will be responsibility of the Ministry of Health (DIGESA), the
Navy (DICAPI) and PRODUCE for the fishmeal and canning industry effluents. Pollution from domestic
and other industrial wastewater, agrochemicals and heavy metals from mining runoff is monitored by their
respective sectors. Environmental standards are limited to a small subset of potential polluting substances
(mainly pesticides and heavy metals). However, there is limited coordination among the institutions
responsible for pollution monitoring and little is known about the synergic impacts of combined pollutants
off the coasts of Peru.

47. In Chile, the law states that the CONAMA, is in charge of establishing regulations regarding
emission levels and managing the national system for Environment Impact Assessments. The Ministry of
Health (MINSAL) is currently in charge of public and environmental health. The Undersecretary of public
health is in charge of public and environmental health policies, and executes, monitors, and evaluates
regional health plans. Within the Ministry, the Institute of Public Health has legal powers and enforces the
policies and plans of the MINSAL. DIRECTEMAR is in charge of controlling and regulating emission
levels, ballast waters and marine pollution.

48. Both Chile and Peru have a number of policy and legislative frameworks that relate to biodiversity
management and protection that are mostly designed for terrestrial environments. The marine environment
has unique characteristics that pose specific conservation and management challenges, particularly if
integrated approaches such as EBM are to be attempted. Marine EBM involves moving beyond species or
sector-based management, recognizing and addressing interactions among different spatial and temporal
scales, within and among ecological and social systems, and among stakeholder groups and communities
interested in the health and stewardship of coastal and marine areas.

49. Biodiversity conservation in Peru is regulated by various legal instruments, including the
Convention on Biological Diversity (CBD), ratified in 1993, and the Law for the Conservation and
Sustainable Use of Biological Diversity, approved in 1997. Chile ratified the CBD in 1994 and in 2003
defined the National Biodiversity Strategy (2003) which outlines national conservation targets specified in
the National Biodiversity Strategy Action Plan 2004-2015 (2005) published by CONAMA.

50. Fisheries in Chile are governed mainly through the General Law for Fishing and Aquaculture
enacted in 1991 to ensure sustainable fisheries management, establish specific exploitation categories that
can be applied to marine areas, and to assign the Undersecretary of Fisheries and the Ministry of Economy
the authority to manage living marine resources and aquaculture activities. There are differing regulatory
norms for the zone encompassing the area up to five miles from the coast which is restricted to artisanal
fishing. Industrial fishing is strictly regulated following a precautionary approach, adopting the use of
closed seasons and strict global and individual quotas to control catches, as well as legislation that
prohibits types of fishing gear. Regulatory norms also include the obligatory use of VMS by authorized
boats to ensure that resources are not over-exploited.

51. The three main management mechanisms that exist under Chilean law are: management areas for
artisanal fishing, marine reserves and marine parks. Artisanal fishing management areas are community-
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based management schemes that restrict access in defined management areas to a specific fishing
community and regulate catch levels in these through a management plan. About 480 Management Areas
have been established. A marine reserve is an area that is designated for the preservation of living marine
resources from a management perspective, i.e. a fishing ground or an area that is important for the
reproductive cycles or repopulation of living marine resources. A marine park is an area set aside for the
preservation of species of scientific interest and for the maintenance and diversity of marine living
resources and their habitat. MCPAs can be established by the SUBMARINA but no formal legal
guidelines exist for these. Although SUBPESCA regulates aquaculture activities, the actual aquaculture
concession sites are granted by the SUBMARINA.

52. Peruvian industrial and artisanal fisheries are also managed differentially through the 1992
General Fisheries Law. Most regulations are focused on the main industrial fisheries, particularly on the
anchoveta stocks. These include seasonal closures during spawning seasons, gear regulations, an annual
TAC quota, minimal sizes and the deployment of a vessel tracking system (SISESAT) to prevent fishing
inside the area restricted for artisanal fisheries within five nm from the coast. South of 16°S where the
shared anchoveta stock is located, however, different rules used to apply only limiting access to the stock
with minimum allowable catch-size regulations. With the newly approved regulatory framework™, both
stocks are now managed in the same manner and with a total quota established that is managed for each
boat, based on fishing capacity and catch history. Although both stocks have similar management
schemes, the TAC and the quotas are defined for each stock independently.

53. Over the past three years, however, fisheries management policies in Peru have been evolving
positively. A lower TAC (5.5-6 million MT vs. 8-10 million MT in the past), stricter controls, and more
effective sanctions have been applied since 2006. Also, at the end of 2008 a new law defining individual
quotas per vessel for the anchoveta fishery was approved. This law, designed to reduce the existing fishing
fleet overcapacity, in effect seeks to organize the sector, implement stronger controls, and extend
management policies along the length of Peru’s coast, including the areas in the south. This new law will
be implemented during the first half of 2009.

Regional level

54, At a regional level Chile and Peru, together with Colombia and Ecuador, are members of the
Permanent Commission for the South Pacific (CPPS in Spanish), a long-standing Regional Maritime
Organization that seeks to coordinate maritime policies of its member states. Since 1981 the CPPS has
tackled issues related to marine conservation and resource sustainability, including an action plan for the
Protection of Marine Environment and Coastal Areas of the Southeast Pacific. The focal points for the
action plan of CPPS are DIRECTEMAR in Chile and IMARPE in Peru. Other regional bodies related to
fisheries and marine environments are OLDEPESCA, the Latin American Organization for Fisheries
Development to which Peru is party but not Chile. Furthermore, both Chile and Peru are participating in
the emerging South Pacific Fisheries Management Organization (SPRFMO) that is being established to
address some of the gaps in the conservation and management frameworks for fisheries in high sea areas
of the south Pacific.

Threats, root causes and barriers analysis

Threat abatement

55. Given the importance of fisheries and of the coastal interface to both countries’ economies, Chile
and Peru have been taking steps to address anthropogenic pressures. These include improve fisheries

3% Decreto Ley 1084 / Decreto Supremo 009-2009-PRODUCE
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management practices, development of spatial planning mechanisms including MPAs, coastal zone
management initiatives, and establishment of sectoral regulatory and normative frameworks as well as
mechanisms to reduce the impact of land based activities on coastal and marine assets.

56. Coastal zone management: Chile has in place legislation for the management of its coastal zone,
namely the National Policy for the Use of the Coastal Zone, adopted in 1994. This Policy provides the
framework for coordination between national, regional, and municipal levels that is essential to managing
the multiple and often conflicting uses of this area. Conflicting interests between users of the coastal zone
can be a threat to the sustainable use of this fragile coastal environment. Moreover, it has laid the bases for
development of tools for coastal zone planning, zoning, management and conservation. However, the
financial and human resources required to effectively and fully implement this Policy could be
strengthened.

57. In Peru there is no integrated legislation for coastal zone management. Several institutions have
mandates over activities in the coastal zone and these sometimes overlap. Insufficient regulations and
deficient coordination between different government institutions need to be addressed in order to provide
for effective integrated management of coastal areas. The recently created Ministry of the Environment
will have the required mandate to promote greater coordination between institutions and national, regional
and local authorities and multi-sectoral approaches to develop an integrated set of legal norms and
complementary instruments for the proper management of its coastal zone.

58. Pollution control According to Chilean law CONAMA is responsible for regulating, monitoring,
and enforcing the application of the Law of the Environment (Ley sobre Bases Generales de Medio
Ambiente). However, the main focus of pollution control and prevention in this regulation is on terrestrial
and freshwater environments rather than the marine environment. Water quality varies along the coast of
Chile. Sources range from untreated urban sewage, discharges to non-point pollution from agriculture and
aquaculture, industrial residues, and heavy metals from mining activities, amongst others. Although water
quality objectives aimed at preserving ecosystems have not yet been defined, they are under consideration.

59. Peru’s institutional framework assigned the main regulatory responsibilities over pollution control
and environmental management to sectoral environmental units. The Energy and Mining sector
spearheaded these efforts by developing sectoral norms based on the use of Environmental Impact
Assessments (EIAs), Environmental Management and Adaptation/Compliance Plans, and Maximum
Permissible Limits (MPLs), and by establishing an independent entity to enforce environmental norms in
the electricity and hydrocarbon subsectors. It is expected that the new Ministry of the Environment will
now assume a greater role in the definition and implementation of MPLs, following international
standards but stronger inter-sectoral coordination will be required for this.

60. Both countries are partners in the GEF/UNDP/IMO Global Ballast Water Management
Programme (GloBallast), established in 2000 to assist countries to reduce the transfer of harmful aquatic
organisms and pathogens in ships' ballast water and to implement the International Maritime Organization
(IMO) ballast water Guidelines. In its first years of implementation this project has succeeded raising
awareness of ballast water issues, but there is a need for more emphasis on the technical aspects of the
project and on understanding the state of the existing environment and situation in ports.

Fisheries control

61. Most benthic and pelagic fisheries in Chile are regulated through a variety of regulations.
Principally, these include the establishment of strict quotas, closed seasons, minimum species size and
fishing gear regulations. Quotas such as TACs, Maximum Catch Limit per Owner and Individual
Transferable Quotas (ITQs) are enforced for specific fisheries. The establishment of Marine Reserves
aims to preserve areas important for the management of selected commercial species. Management and
fisheries control measures applicable to artisanal fisheries include Artisanal Fisheries Management Areas,
and artisanal extraction regimes called Territorial Use Rights in Fisheries (TURFs).
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62. The Peruvian fisheries management system for anchovy is an adaptive one, due to the rapid rate of
growth and high productivity of this species. This system, together with a VMS monitoring system, an
independent assessment, and control of landings, has proven to be efficient. The TAC for each season is
determined based on stock assessments carried out two times a year using acoustic information. Due to the
high variability of ocean conditions in the HCLME, an intense monitoring system of satellite and in situ
data collection is used to assess possible impacts on the fisheries in general and specifically on anchovy
due to its sensitivity to temperature anomalies in its habitat.

Marine and coastal protected areas

63. Both Chile and Peru have extensive protected area systems for their terrestrial environments.
However, in Peru less than 3.4% of the coastal area is under any form of protection, and the only marine
area under a management category corresponds to the area adjacent to the Paracas Natural Reserve. In
Chile, although recent progress has been made with GEF support to set up coastal and near shore MPAs,
still less than 0.1% of Chile’s marine territory is included in protected areas. Therefore, although both
governments recognize the importance of expanding the scope of their national protected area systems to
encompass marine and coastal areas, progress to date remains limited. A more detailed analysis of this
situation is presented in the Barriers section.

Long term solution to the threats

64. Both countries have, as described above, undertaken steps to begin to address these issues.
However, efforts to abate anthropogenic pressure on marine environments in Peru and Chile are currently
largely focused within single sectors, developed individually, and are inadequate to address this highly
complex, variable and shared ecosystem. Both countries therefore seek to advance towards ecosystem-
based management of the Humboldt Current System thereby enabling the sustainable use of its living
marine resources and the services. Achieving this faces a number of barriers summarized below:

Barrier 1 - Deficient information and planning frameworks for consensus building and collaborative
action:

65. Management of LMEs requires knowledge of the ecosystem and of the use of its resources. It also
calls for an understanding of the changing patterns of human use of these resources and associated
ecological impacts and how this affects the availability of socioeconomic benefits to be derived from
LMEs. Both human and ecological systems are composed of complex webs of interrelated components
and processes. Interactions occur within each respective system and also between systems. It is necessary
to view the natural environment and related human dimensions as a set of interrelated components and
processes rather than as isolated elements that act independently.

66. Chile and Peru have frameworks that govern both sectoral development along the seaboard and
fisheries. However, these do not take into account multi-disciplinary, inter-sectoral considerations nor the
complexities and interrelationships of HCLME subsystems and trophic linkages, including of migratory
and transzonal living marine resources. While both countries have incorporated the concept of ecosystem-
based management in national legislation, including the need for MCPAs, specific mechanisms for its
implementation are still incipient.

67. In general, the understanding of the benefits of EBM approaches in Peru and Chile is still
incipient — as indeed it is at a global level, including the linkages between productivity and resilient inter-
species relations, and the dynamics between species diversity and abundance, volatility, and potential
economic losses. Furthermore, despite the key role of fisheries in both economies, awareness of the
importance of MPAs as a fisheries management tool, and of ecosystem services and trophic linkages, is
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low among both decision-makers and the general public. This limits interest in underwriting the costs of
EBM including MPAs, as well as reduction of pollution in coastal areas.

68. Although the main fisheries have been extensively studied, there are still considerable information
gaps regarding the key forces governing living marine resources such as coastal upwelling, dynamics of
the OMZ, natural variability including ENSO events, and impacts of terrestrial systems on the ocean.
Existing information is incomplete and dispersed, and not translated for decision makers. Differentiated
systems exist for regulating the main fisheries at levels deemed to be sustainable locally thus in theory
enabling recovery of stocks. However, the definition of sustainable levels of catches are based on mono-
specific stock assessments, seeking to maximize income from the stock but not taking into account the
environmental costs of extracting it. Impacts on the trophic chain are not clear as exploitation implies a
depletion of secondary production of higher trophic levels due to the removal of their prey. This is
particularly important in the case of the fishing industries of Peru and Chile, which are based primarily on
small pelagic fish that are key prey items for the main trophic chains in the system. The impact of the
removal of a large proportion of the biomasses of these fish on the system and, most importantly, on
human society, remains largely unknown. In addition to this, monitoring of catch and landings also focus
on the target species, so the effects on other species have not been quantified.

69. Preliminary marine and coastal habitat conservation targets for Chile and Peru have been
identified but, again, information gaps on spatial distribution and abundance of habitats impedes the
determination of their uniqueness and hence the definition of specific goals to afford adequate
conservation. Moreover, besides scientific efforts made by IFOP and IMARPE, there is no common vision
of the ecosystem as such, nor mechanisms for agreeing on priorities, and collaborative action and reforms
for coordinated management of the HCLME. In addition to this, national inter-sectoral plans need to be
developed, to determine the investments and reforms required to provide for the environmental health of
the coastal interface, offshore areas, and associated living marine resources.

Barrier 2 - Weak institutional frameworks and capacities for EBM:

70. Ocean governance frameworks that enable implementation of marine EBM must be developed.
Such frameworks should include the web of formal and informal arrangements, institutions, and norms
that control how resources and the environment are used, what behavior is deemed acceptable, and what
rules and sanctions are applied to affect patterns of use. Thus far, however, in Peru and Chile ocean-
related activities are regulated by several different agencies, some of which actually have conflicting and
overlapping mandates as described above. Moreover, marine biodiversity conservation has traditionally
not been afforded priority status in the countries’ agendas.

71. While progress has been achieved in the use and conservation of biodiversity, work is still needed
to enable both countries to address the challenge of integrating a consistent biodiversity management and
protection framework that is fully congruent with national development strategies. The sustainability of
existing conservation efforts needs to be provided for as responsibilities for biological conservation are
shared among a suite of agencies, and inter-sectoral coordination needs to be improved. The application of
the existing body of regulations and policies needs to be strengthened, including by supporting improved
capacities to properly manage biodiversity at the regional and local levels. Both countries would benefit
from a standardized monitoring system to assess the status of, or changes in, biological diversity.

72. Chile and Peru have, respectively, 6 and 4 national institutions with mandates over coastal and
marine areas, each with specific geographical and thematic authority. This creates additional challenges in
the management of larger habitat complexes at national level and along the entire HCLME. In Chile new
institutional arrangements are being set up to enable the governance of coastal and near shore PAs,
however these need to be expanded to address off shore and high seas areas. In Peru institutional
arrangements for coastal area management and specific mechanisms and procedures for governance of
MPAs need to be developed.
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73. In both countries the recent appointment of Ministers of the Environment, and in Peru the actual
establishment of the Ministry of the Environment, provide an excellent opportunity to advance
institutional arrangements for marine PA and for ecosystem based management and to address these
asymmetries in capacities. However relevant procedures, resources and staffing tables need to be updated
to facilitate inter-agency cooperation, inter-sectoral decision-making, and oversight functions required for
these approaches. In Peru, although progress has been achieved in the use and conservation of
biodiversity, challenges are still faced particularly in terms of ensuring the sustainability of existing
conservation efforts. Current legislation does not assign clear responsibilities to different entities with
mandates over biological conservation, nor does it foster sufficient interagency coordination. The Country
Environmental Assessment (CEA)* carried out by the World Bank in 2005 recommends strengthening the
institutional capacity of key actors, clearly defining the environmental authorities’ roles and functions, and
supporting national efforts to value biological diversity and environmental services building on Peru’s
comparative advantage in biological diversity.

74. Moreover given the links of MPAs with both industrial and artisanal fisheries as well as the
broader range of on-shore activities, the development of effective fora and interfaces will be needed to
enable the informed participation of relevant stakeholders in the creation and management of MPA and for
the incorporation of EBM procedures in key fisheries institutions.

75. There is a general understanding that ENSO events puts fishing stocks at increased risk if catches
are high but this is only recently beginning to be internalized into decision making. Information is
dispersed, data often not comparable, and sharing between the two countries is limited. In terms of
pollution, efforts are being made to define permissible emission levels, but these need to be referenced to
specific coastal areas, and improved monitoring provided for. EIA processes also need to be improved and
final approval powers need to be transferred to the main Country Environmental Authority (MINAM in
Peru and CONAMA in Chile).

76. In general, accountability, enforcement and monitoring capacity need to be improved in order to
achieve EBM of the HCLME. Accountability is diluted by the absence of clear responsibilities and
capacities among agencies and by the lack of awareness and absence of sound mechanisms for public
participation. Monitoring capacity is constrained by a lack of reliable time series data on the state of the
environment and natural resources, the nonexistence of a system of results-focused indicators of
environmental quality, and insufficient resources to ensure an adequate institutional presence in the field.
Enforcement has been suboptimal mostly because enforcement power ultimately rests in the same
ministries that are responsible for sector development, but also because quality standards still need to be
defined in many areas.

Barrier 3 - Limited knowledge of management options for protecting living marine resources and their
habitats.

77. Management of living marine resources and habitats varies greatly between both countries, and in
the case of fisheries, between stocks. Case in point, although both countries have long-standing
arrangements for exchange of information on their independent stock assessments of the shared anchovy
stock, each country has different management strategies, which are not coordinated or analogous.
Concerted efforts are needed to assess the different management approaches with a view to evaluating best
practices, tools and lessons and, where possible implement coordinated management practices for shared
stocks and for multiple stocks within countries.

? Word Bank. 2007. Republic of Peru Environmental Sustainability: A Key to Poverty Reduction in Peru Country
Environmental Analysis (CEA)
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78. For MPAs, operational guidance and management approaches in both countries are largely based
on terrestrial PA practices and are deficient for the specific challenges of marine and coastal biodiversity
conservation where boundaries are fluid and management approaches need to be rooted in larger land and
seascape and to incorporate potential spatial and temporal variations. In Chile advances have been made
towards defining the operational standards for coastal and near shore multiple use PAs but these need
tailoring for the challenges of protecting off shore habitats and vital fish stocks. Furthermore there is
tremendous uncertainty regarding the links between different habitats, biodiversity and fish stocks
particularly regarding spawning and nursing areas, thus challenging the siting of MPAs to maximize
benefits.

79. In Peru, Paracas National Reserve is still the only PA that includes marine habitats. However,
management has been largely limited to the terrestrial part of the reserve, and only a few basic zoning
exercises have been carried out for the marine area surrounding it. The System of Guano Islands and
Capes, when it is finally declared a National Reserve, will therefore present a significant challenge. With
close to 30 sites ranging almost the entire 3,000 Km of Peruvian coast, new management tools will be
needed to integrate systemic needs with local management issues that will require the participation of ten
different regional governments and a multitude of stakeholders. Furthermore, the impacts of the many
very large scale development projects currently under way along the coast will need to be addressed.

80. Even where information is more consolidated, knowledge regarding effective management
approaches is scarce. Knowledge on basic standards and norms required for different habitats requires
strengthening and there is a need to decode management approaches and nest these within the broader
NPAS operational guidance. It will be particularly important to develop an integrated monitoring system
that also provides for tracking changes in fish and shellfish populations resulting from additional
protection ensuing from the improved management generated by the project. Without a system that can
demonstrate the positive impacts of MPAs, negative attitudes towards MPAs that often exist within
fisheries communities, are likely to prevail.

81. There is also a significant shortage of PA managers with experience in marine reserves. Specially
trained personnel and equipment will be necessary to respond to the particular challenges of managing
marine and coastal PAs. Special conflict resolution skills will be needed in order to deal with the many
people and interests characteristic of coastal and marine areas, and with policies prioritizing extractive
industries and infrastructure development projects instead of EB management targets.

82. These requirements are compounded by the fact that there are spatial differences in the HCLME that
provide differentiated assets and services and impart high levels of natural resilience to the entire system
in the face of high variability and climate change, and that may require targeted and tailored management
approaches. However the full comprehension of their interrelationships, and of varying levels of
vulnerability to different anthropogenic pressures, is still incipient. This evidences a requirement for
advancing management options that provide for regional as well as joint collaboration in order to lay the
foundations for progressing towards ecosystem-based management approaches.

Barrier 4 - Incomplete coverage and representativity of MPAs in both countries

83. MPA coverage in both countries is deficient given that PA systems have been heavily skewed to
terrestrial areas. There are therefore few refuges from anthropogenic pressures, with few fish spawning
and juvenile grow-out areas under protection. There are no specific guidelines, operational plans or
financial strategies for addressing the unique requirements of coastal and marine areas. Both in Chile and
Peru management tools specifically designed to address multiple uses of the environment, while
maintaining healthy marine ecosystems need to be designed and implemented.

84. Increased protection of marine areas is important not only to safeguard biodiversity but as a
security conservation measure given the need to maintain resilience in the face of growing threat levels
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from existing and emerging threats, as well as the increasing frequency of ENSO events and overall
natural variability. Even in the case of pelagic species such as anchovies, coastal areas are critical refuge
areas during ENSO events.

85. In Chile, recent progress has been made with GEF support to set up coastal and near shore MPAs
and strengthen links with artisanal fisheries. However, less than 0.1% of Chile’s marine territory is
included in protected areas. An ongoing UNDP-GEF project is establishing marine and coastal multi-use
protected areas (MUMPASs) in three of the main coastal biogeographic regions of Chile but they are yet to
be recognized as official PAs by the Chilean Government.

86. In Peru, ecosystem representativity™ of marine and coastal areas is even lower with <1% of the
coastal zone under protection. The only marine area under a management category corresponds to the area
adjacent to the Paracas National Reserve (216.408 km?) that is subjected to multiple anthropogenic
pressures due to a number of important infrastructure development projects building up in the area over
the next five years. The new national network of marine and coastal PAs to be established through the
Peruvian Guano Islands, Isles and Capes National Reserve (RNSIIPG for its Spanish Acronym®'") will
almost double the coverage of marine areas of the Peruvian NPAS and protect biodiversity along the
entire coast, although it still leaves out offshore areas that have yet to be included in conservation planning
processes.

87. In Chile there are also no oceanic areas under protection and the existing MPA legislation only
allows the establishment of PAs within five miles from land. New legislation is needed to extend PA
establishment to areas further offshore. Effective protection of these areas (e.g. sea mounts) is a largely
untested field and despite increasing interest by the international community, there is a need to pioneer
and test management options. For example, the high cost of marine patrolling means enforcement of
regulations presents a challenge for the EBM of fisheries and the effective operations of future high seas
MPAs, and partnerships with the private industry will need to be explored, together with complementary
project funding like the Fisheries Research Fund (Fondo de Investigacion Pesquera). New offshore PA
management tools will also need to integrate specific biodiversity conservation criteria to the fishery
management objectives of currently existing PA management categories.

88. The National System of Protected Areas (SNASPE) was enacted through the 1984 SNASPE Law
and is managed by CONAF, the Chilean National Forest Service. At present it includes a total of 96
National Parks, National Reserves and Nature Monuments. In addition to SNASPE, other public PA sub-
systems encompass a further 7% of the country under some form of conservation. Of the 227 PAs within
Chile, there are only 1 Marine Park, 5 Marine Reserves and 6 MCPAs, which constitute just over 1
percent of total protected areas and less than 0.1% of Chile’s Exclusive Economic Zone (EEZ).
Additionally there are over 400 Management Areas for artisanal fishers. Thus while Chile’s array of
public PA sub-systems is extensive, it does not provide adequate levels of coverage for marine ecosystems
and biodiversity. For example, areas associated with centers of greater biological activity (BAC) which
are highly relevant in terms of biodiversity, conservation and sustainability of the whole ecosystem, such
as coastal upwelling zones, sea canyons, and sea mounts, are currently not included in Chile’s MPA
system.

89. Both countries have identified preliminary representativity gaps but have not defined strategies for
addressing these. Given the cost of enforcement, testing of approaches will be required to ensure the
largest return for investment. Moreover, although both countries are advancing plans for sustainable

0 The national system of protected areas in Peru currently has 60 PAs at the national level, covering over 19 million hectares
(14.80% of the national territory), and includes 11 national parks, 7 national sanctuaries, 4 historic sanctuaries, 11 national
reserves, 2 landscape reserves, 6 communal reserves, 6 protected forests, 2 hunting areas, and 9 reserved zones. Of these, only one
PA, the Paracas National Reserve includes the nearshore areas (335,000 ha).

41 RNSIIPG = Reserva Natural Sistema de Islas, Islotes y Puntas Guaneras or Peruvian Guano Islands, Isles and Capes National
Reserve.
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financing of their PA systems with GEF support, specific mechanisms and strategies tailored for marine
and coastal MPAs need testing prior to up-scaling to systemic levels.

90. Although Chile has made advances in the design of multiple use marine conservation areas
(MUMPAS), this management category needs strengthening and to be finally integrated as a category in
Chilean legislation. As no similar category exists in Peru, it would benefit from the experience in Chile.
Increasing anthropogenic pressure in marine and coastal areas requires development and validation of
management tools to mitigate the multiple impacts of human uses of these areas to maintain healthy
ecosystem processes.

91. Moreover, from an ecosystem perspective, the design of a suite of MPAs for the Humboldt
Current system should be a coordinated effort between Chile and Peru in order to properly monitor
ecosystem health and responses to natural and anthropogenic induced variability. An aim of this project is
to develop the enabling environment and guiding framework that will help advance towards the
establishment of a regional network of MPAs, built upon the national networks, to be operated in a
coordinated way between the two countries. A network of marine protected areas, as distinct from many
separate MPAs, can be defined as comprising areas that are ecologically connected and self-replenishing.
Such a regional network would serve as refugia for species, enabling them to move in response to changes
in their habitats caused by climate change and other large-scale oceanographic processes.

92. Overall, it is necessary to advance on EBM management approaches in a coordinated manner, to
define management policies for the future expansion of MPA systems including offshore areas, and
advance towards a pragmatic understanding of what EBM means, while providing effective protection
over the short term.

Stakeholder analysis

93. In addition to identifying the potential threats to the project and their long-term solutions, it is
essential to properly identify the relevant stakeholders, which involve not only government ministries but
also research institutions, universities, NGOs and private enterprises. Since this project entails a high level
of bi-national coordination, many of the relevant stakeholders lie within the governments of Chile and
Peru, but this does certainly not exclude other important and relevant actors, for example the trade unions
of the artisan and industrial fishing sectors and relevant NGOs and universities.

94, The Chilean and Peruvian governments govern fisheries via different ministries with similar
mandates. Chile’s Ministry of Economy (MINEC) and Peru’s Ministry of Production (PRODUCE) are the
two key government institutions that plan, elaborate and enforce fisheries and aquaculture policy. In both
countries, the Ministries are subdivided into various bodies that focus on the specific tasks related to
natural resource management planning and development, aided by technical institutions from the public
sector (the Institute of the Sea of Peru (IMARPE); the Technological Fisheries Institute of Peru (ITP); the
National Fisheries Service of Chile (SERNAPESCA)) or the private sector (the Institute of Fisheries
Development (IFOP); and Certifications of Peru). In particular IFOP and IMARPE are key institutions and
will act as executing partners of the project.

95. With the establishment of the Environment Ministry (MINAM) in Peru, and the National
Commission for the Environment (CONAMA) in Chile, there has been a recent shift towards an integrated
and transversal program for pollution prevention, monitoring and management at a country level.
CONAMA and the Peruvian Ministry of Environment will play a key role as the GEF focal points in each
country.

96. With regard to protected areas, both countries differ in the way their management approaches. In
Peru PA management is governed almost exclusively by MINAM with the assistance of the Ministry of
Defence, whilst in Chile 14 different public institutions control protected areas. Chile’s Ministry of
Defence also presides over a national multi-sector council for coastal usage, planning and development
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(CNUBC) that monitors and develops coastline-zoning plans in an integrated manner. In Peru
infrastructure development plans and projects are monitored independently by the Ministries responsible
for them (Ministry of Housing; Ministry of Transportations and Communications amongst others). These
bodies will be relevant in the development and management of protected areas within the project
framework.

97. When dealing with fisheries management issues, it is paramount to involve industrial and artisan
fishing unions. In Chile the relevant fisheries stakeholders are the National Confederation for Artisanal
Fishermen of Chile (CONAPACH), CONFEPACH, and the private National Fishing Society
(SONAPESCA). For Peru: important stakeholders in this sector are the National Fisheries Society (SNP),
the Federation for the Integration and Unification of the Peruvian Artisanal Fishermen (FIUPAP) and the
National Association of Artisanal Fishery Businesses (ANEPAP).

98. Besides fishing trade unions, the private sector’s support for the management of national
resources and protected areas, and the associated monitoring processes is growing in both countries.
Universities, NGO and other civil society associations provide opportunities for information exchange
with the government and can be granted access to national research funding for the improvement of
resource management policies or fisheries technologies among others. Universities are key actors since
they conduct research and produce information that may be essential for decision-making and
management processes. Several NGOs also conduct key research and may have a unique perspective on
social and environmental issues that must be taken into account to improve management.

99. A more detailed description of the key stakeholders for the HCLME is provided in Section IV Part
IV. These include institutional objectives as well as relationship to and interest in the project

PART Il: STRATEGY

100. Ecosystem-based management seeks to restore and sustain the health, productivity, resilience,
and biological diversity of coastal and marine systems and promote the quality of life for humans who
depend on them. Grounded in science, it defines management regimes on the basis of ecological, rather
than political, limits that focus on the relevant aspects of ecosystem structure and functioning, and
addresses ecological, social, and economic goals. It calls for engaging multiple stakeholders in a
collaborative process to define problems and find solutions and uses an adaptive management approach to
address uncertainty.

101.  The main Barriers to EBM implementation for the HCLME are structural and political: the
government institutions responsible for managing coastal and marine systems are fragmented and tend to
be organized along political, rather than ecological, boundaries and the linkages between conservation and
economic and sometimes social interests is often not appreciated. As indicated in previous sections
implementing EBM for the HCLME will require reforms over the long term to management institutions
and development of new political constituencies. In the short term, however, attempts to implement EBM
are constrained by gaps in knowledge and understanding of how to manage coastal and marine systems,
difficulties in effectively incorporating scientific understanding into the decision-making process, and
incipient recognition of the need to include the stakeholders whose support will be essential to action in
the management processes.

102. The Governments of Peru and Chile are requesting GEF support to overcome these barriers,
thereby advancing towards ecosystem management of the Humboldt Current System, to enable the
sustained use of its living marine resources and services. The GEF increment seeks to build foundational
capacities for a shift from the single sector and country sector based approaches to HCLME management
towards an ecosystem based approach that would address all components of the ecosystem including the
inter-specific impacts from current fisheries. This shift would result principally from the development of
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consistent ecosystem regional and national planning frameworks and ecosystem based approaches to
management and governance. These include spatial planning instruments such as MPA, the introduction
of relevant and effective MPA and fisheries management options and regulations, the development of
capacities for their enforcement and for planning, and the generation and promotion of market-based
approaches to introduce economically viable alternative fisheries management practices. The countries
have chosen MPAs as key elements in the GEF increment to increase their National Protected Area
Systems (NPAS) coverage of underrepresented marine and coastal habitat types as well as given that they
are a cornerstone of EBM and a key tool for sustaining coastal and marine systems. They are increasingly
used as a tool for both marine biodiversity conservation and the sustainable management of the living
resources in the seas. In addition, the ongoing development of an ecosystem based approach to fisheries
management has revealed a number of objectives shared between marine biodiversity conservation and
fisheries management that may be further integrated through the development of MPAs*.

103.  Building on International Waters (IW) practice, the project will put in place a governance
framework and strengthen foundational capacities for effective long-term ecosystem management, while
in the short term, drawing from experience in the biodiversity focal area, provide at a number of selected
sites in Chile and Peru protection from the most immediate pressures to ecosystem health and globally
significant biodiversity. The project will assist both countries to overcome identified barriers and achieve
specific deliverables that include:

e A strengthened regional planning framework with the development and endorsement of a long-term
SAP and NAP, including approved policy instruments for ecosystem-based management established
for the HCLME; and

e Improved capacities for upscaling management models to strengthen marine habitat representativity
in the countries” NPAS, enhance ecosystem resilience, and catalyze the sustainability of national
marine protected areas systems as a basis for establishing a network of marine protected areas along
the HCLME in the future.

104.  The project intervention strategy has a three pronged structure. At one level, the project will
advance a strategic long-term planning framework for the identification and prioritization of actions
needed to preserve and maintain ecosystem benefits and services of importance for the HCLME. At a
systemic level this will be achieved through the formulation of a Strategic Action Program that includes a
plan for a system of Marine Protected Areas of the HCLME (Outcome 1). This will provide an
overarching platform for the conceptualization and definition of planning frameworks at national and sub-
national levels. However, given that planning processes need to be based upon and informed by
measurable on-the-ground experiences, a second thrust of the project will be on a number of in-situ
interventions (pilots) that wvalidate differentiated management approaches and targeted responses
(Outcome 4). These pilots have been selected using criteria that include global biodiversity values,
potential resource generation, stakeholder interest and replication value. They are the RNSIIPG and the
Bajo O’Higgins and Juan Fernandez Seamounts in Chile. The pilots will deliver direct benefits to
biodiversity currently under-represented in the national protected area systems in the short term and
provide ground tested lessons for the planning frameworks to be developed through Outcome 1.
Complementing these efforts, the sea canyons in both countries will be assessed for their potential as
important biodiversity sites and their viability as potential MPAs will be evaluated.

105.  The third level of the project will address the interaction between these two axes by developing
the skills, instruments and mechanisms both to effectively up-scale the lessons learnt from the pilots in

*2 MPAs are defined as areas where natural and/or cultural resources are given greater protection than the surrounding waters.
They can span a range of habitats including the open Ocean, coastal areas, inter-tidal zones and estuaries. The term marine
protected area is a broad umbrella term that encompasses a wide variety of area-based approaches to marine conservation, and not
just no-take areas. The majority of MPAs around the world are multiple use conservation areas that often permit both
consumptive and non-consumptive activities, such as fishing, diving, boating and other recreational activities
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Outcome 4 and to strengthen capacities for implementing the strategic planning frameworks defined in
Outcome 1. These include interventions that have already been identified as priority for effective multi-
disciplinary management of the HCLME to be delivered through Outcome 3. These interventions will
focus on developing coordinated fisheries management collaboration experiences, specific MPA
management tools and legislation, and on identifying equivalent national MPA management strategies in
order to arrive at shared understanding of management approaches. Outcome 2 will provide the linkage
between the strategic instruments developed under Outcome 1 and the tools for upscaling and advancing
the priority interventions under Outcome 3. It will focus on strengthening capacities in key institutions and
among stakeholder groups for applying both planning and management instruments and tools. Spatially-
based Planning, Monitoring & Evaluation Systems will be developed to underpin the new approaches to
management and stewardship of ecosystem goods and services. Additionally, market based mechanisms
will generate opportunities for promoting new private sector sustainable management arrangements.

106.  Specifically, the four project Outcomes are as follows: Outcome 1: Planning and policy
instruments for EBM of the HCLME. Outcome 2: Institutional capacities strengthened for SAP
implementation and for up-scaling the results of pilot interventions to the systems level. Outcome 3:
Implementation of priority MPA & fisheries management tools provides knowledge of options for
enhanced protection of HCLME and SAP implementation. Outcome 4: Implementation of pilot MPAs
underpins ecosystem conservation and resilience. These Outcomes are described in detail in the following
sections and are represented graphically in the figure below:

1.1 EDA (TBA)

CONCEPTUAL 1.2 NAP, SAP & SNAP
. s
-INFORMED PLANNING- !
RESULT1 1 3 EBM Governance framework
1.4 Awareness Programme
2.1 Planning and M&E system
INSTITUTIONAL CAPACITY 2.2 Capacity Prog. for EBM & SAP
BUILDING AND TOOLS RESULT2 3 3 Market mechansims
2.4 Compliance programme
3.1 Seamounts norm. framework
IMPLEMENTATION OF 3.2 Master Plan RNSIIPG
PRIORITY RESULT3 33 Anchovy Coordinated Managt.
INTERVENTIONS 3.4 Homologised MPAs strategies
4.1 Two seamounts in Chile
RESULT 4 4.2 Three pilots isles in RNSIIPG
IN'SITU INTERVENTIONS 4.3 Marine Canyon Pilot Plan
-PIROTS- 4.4 Capacity Prog. in pilots

107. The proposed project will provide a forum for enhancing dialogue and coordination for
management of shared fisheries resources and to help develop common ecosystemic visions, management
tools, languages and strategies. The timing of the proposed project is particularly appropriate as both
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Governments are making concerted efforts to improve management of the HCLME’s resources. For
example, Peru is undertaking very significant changes in the management strategy for pelagic fisheries.
The recent implementation of an individual quota system per vessel” for the Peruvian anchoveta fishery
has led to the long needed standardization of management approaches for the two stocks. As a result, the
southern Peru anchoveta stock now has more clearly defined regulations (TACS, closed seasons, etc.), that
are similar to those applied in northern Chile to this shared stock. The project is therefore uniquely poised
to assist both governments in furthering their agreement on coordinated management practices for the
shared stock — one of the project’s main goals.

108. Both countries are currently undergoing major changes in the management processes for their
systems of protected areas (SPAs). These include expansions into marine habitat types currently not
represented in the SPAs. The project will thus contribute to these processes by providing direct practical
experiences for managing MPAs in these new habitats, explore threat mitigation tools that will improve
the new MPAs conservation effectiveness, and work with important stakeholders to increase dialogue and
reduce potential conflicts.

Project Rationale and Policy Conformity

109.  This IW-BD initiative is fully compliant with defined priorities under GEF4. As called for under
IW-SP1 it provides for the “development of ministerial-agreed collective programs of action on fish
stocks and habitat conservation for LMEs that should benefit from use of MPAs through funding from the
biodiversity focal area”. Biodiversity resources have been allocated to set-up and make operational MPAs
to conserve currently unprotected off-and near-shore marine and coastal habitats increasing representation
of effectively managed marine PA Areas in both Chile and Peru by approximately 500 Km® in coastal
areas, and by over 3000 Km? in oceanic areas, clearly contributing to SO1/SP2. A management plan for
the RNSIIPG will lay the bases for effective protection of approximately an additional 1,414 Km?®.
Moreover by strengthening systemic and institutional capacities for MPA management nationally and
across the HCLME, GEF biodiversity resources will enable the up-scaling of pilot experiences and further
contribute to the BD-SOI1 objective.

110.  The project will also lay the foundations for EBM approaches that will provide for more
sustainable livelihoods, improved food security, and biodiversity conservation and protection as called for
in both the IW and BD focal areas. Through the SAP process, the project will help the two countries agree
upon needed national and regional policy, legal and institutional reforms, and provide for the system-wide
application of science to evaluate and ensure the long-term sustainability of the LME’s living marine
resources. In turn this will increase the sustainability of biodiversity benefits gained through the MPAs by
reducing pressures on these over the long-term.

111.  The incorporation of biodiversity conservation considerations into fisheries policy and regulation
through advancing multi-species monitoring and marketplace governance mechanisms will contribute to
BD-S0O2-SP4 goals and this, together with the IW approaches to build foundational capacity for threats
abatement in both countries, will further contribute towards the BD-SO2 of incorporating sustainable use
of living marine resources and conservation of biodiversity in the productive seascape.

112. A key focus of the project will be to assist both countries and communities to adapt to fluctuating
fish stocks and coastal climatic regimes, including through the incorporation of climate change scenarios
into fisheries and ecosystem management strategies and PA system design. Therefore significant lessons
for the emerging field of adaptation to climate change will be generated.

# Maximum Catch Limit per Vessel = Limite Maximo de Captura por Embarcacién - LMCE
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Project Objectives, Outcomes and Outputs

113.  The Goal of this project is to advance towards a sustainably used and resilient HCLME that can
maintain biological integrity and diversity and ecosystem services for current and future generations
despite changing climatic and social pressures. The project will contribute to this goal through a targeted
intervention strategy that seeks to deliver on the Project Objective: Ecosystem-based management in the
HCLME is advanced through a coordinated framework that provides for improved governance and the
sustainable use of living marine resources and services. Four Outcomes with their corresponding Outputs
will be delivered in order to achieve this objective.

Outcome 1  Planning and policy instruments for ecosystem-based management (EBM) of
the HCLME are agreed and in place at regional and national levels

114.  This outcome seeks to provide the policy and planning framework that will enable Chile and Peru
to take into account multi-disciplinary, inter-sectoral considerations and the complexities and
interrelationships of HCLME subsystems and trophic linkages when defining the plans and programs for
managing living marine resources. It will do this by addressing information and policy barriers and by
putting in place the mechanisms and processes through which both countries will work to agree on a
common definition of ecosystem-based management and use this to guide the formulation of regional and
national plans and programs.

115.  The Outputs defined to advance this Outcome are; 1) a completed Ecosystem Diagnostic Analysis
(EDA) of the HCLME, 2) a Strategic Action Program for achieving EBM, including a plan for a system of
Marine Protected Areas of the HCLME formulated and endorsed at the highest levels, 3) a governance
mechanism for EBM approaches set up within the framework of the SAP, and 4) an awareness program
on EBM for decision-makers, sectors and resource-user groups.

116.  Their successful delivery is expected to enable regional agreement on priority regional and
ecosystem issues that will underpin the development of policies and plans for EBM over the mid to long
term. In support of this, a suite of processes will be advanced that include: governance reforms to facilitate
inter-sectoral coordination for threat abatement; strengthened National Protected Areas Plans (NPAP) and
strategies that enable the reduction of marine and coastal ecosystem conservation gaps in the mid to long
term; and increased national financial commitments for critical actions for EBM including MPA financing
and pollution abatement strategies. These achievements will support long-term compliance with
biodiversity conservation targets and ensure effective operations of the pilot MPAs set up through
Outcome 4. Specific indicators for these outcomes are provided in the Logical Framework in Section II.

Output 1.1 An Ecosystem Diagnostic Analysis (EDA) of the HCLME is developed and completed

117.  Ecosystem Diagnostic Analyses (EDAs) are objective assessments based on best available
scientific and socio-economic information of the state of the environment and the drivers of its
degradation. Based on GEF best practice, the EDA will inform the SAP development process and provide
for identification and prioritization of interventions required to address underlying causes and barriers to
ecosystem based management These could include legal, policy, and institutional arrangements and
reforms, investments and development of economic and market instruments, as well as strengthened
stakeholder involvement and awareness raising. The EDA will also identify critical knowledge gaps in the
baseline information necessary for the development and implementation of EBM for the HCLME as well
as for the establishment of the SAP monitoring and evaluation framework (Output 1.2). It will take into
account the five module approach to LME management: productivity, fish resources and fisheries,
pollution and ecosystem health, socioeconomics and governance. An important step in the SAP
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development process is agreement between both countries on a coherent and workable definition of what
ecosystem-based management means and implies in the context of the HCLME.

118.  The EDA as well as the working definition of EBM that will be a result from Output 1.2 will
provide critical information for the development of the Protected Area plans and strategies for the
HCLME. These will serve as spatial planning instruments and form part of the SAP and associated
National Action Plans under Outputs 1.2.

119.  One of the key objectives of the SAP will be the application of the ecosystem based approach to
fisheries management (EAF). This recognizes the need to integrate fisheries and environmental objectives
by taking into account the inter-relationships between the various trophic levels of the food-web and the
impact of ongoing human actions. The approach thus extends the assessment of the impacts of fishing to
include changes in biodiversity, habitat degradation and alterations to the trophic network. Marine
ecosystems are extremely complicated, contain a great number of species, and have an undetermined
number of potential biological and human interactions. It is thus critical that the EDA results in
meaningful EBM baseline knowledge of the ecosystem and its processes, including: physical and
chemical environment and its variability; productivity and energy transfer, biodiversity at the habitat,
species and possibly genetic levels; population dynamics of targeted species; ecological dependencies of
target and non-targeted species; and impacts of non-fisheries activities.

120. It should also be noted that EBM takes into consideration not only fisheries activities but also
non-fisheries activities such as shipping, waste disposal and coastal development. Some of these data are
available for the HCLME and will be gathered in the EDA, but some data is scarce or only available over
short time series and will need to be complemented either as part of the EDA or later in the SAP
implementation process. In order to provide for greater cost-efficiencies, the project will aim to
incorporate existing information and data from a wide array of sources.

121.  Formulation of the EDA will be carried out by a Technical Task Team (TTT) which will comprise
experts from both countries drawn from a range of disciplines. This team will review and confirm the
ecosystem-level problems, their impact on living marine resources, and rank them in regional priority. The
TTT collectively will be responsible for production of the final EDA which should include a detailed
causal chain analysis that will be conducted to identify the underlying and root causes and the targeted
interventions at the regional level that will be necessary to address them. A detailed review of available
fisheries, biological, oceanographic information and data will be undertaken, as to the extent possible.
This exercise will be based on existing information.

122. The EDA will focus on critical issues including those related to a more comprehensive
understanding of biodiversity associated with diverse habitats along the HCLME; trophic relations
between commercial species and other species; socio-economic implications of adoption of specific
market mechanisms; and impacts of inter-annual and seasonable variability on living marine resources and
other ecosystem parameters™’. An economic valuation of ecosystem goods and services will be carried out
under Output 2.3 and will be fully integrated into the EDA. These assessments will be complemented by
the compilation and synthesis of information on existing fisheries, biological, oceanographic, pollution,
and socio-economic issues as part of the development of the Information Management System to be
undertaken under Output 2.1.

* Some of the aspects that the EDA will address may include are: The status and relevance of biodiversity in critical marine
habitats of the HCLME,; analysis of the impacts from various fisheries practices on critical habitats; identification of key habitats
in the life cycle of species such as the potential nursery grounds of Jack Mackerel in the Cordillera de Nazca area and the adjacent
ocean coastal areas of both countries; spatial scale of pollution impacts, both existing and emerging; impacts of shipping and
transport on the living marine resources of the HCLME; variability related to the ENSO cycle in terms of effects on life cycles
and distribution of marine resources and impacts on trophic relationships; and, Variability of upwelling intensity and changes in
the rate of nutrient pumping into the euphotic zone in both space and time, and its relevance for ecosystem production and
management.
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123. The EDA will be informed by and also support the assessments undertaken in the pilot projects
under Outcome 4. In Peru, threat assessments will inform and guide the development and testing of
management and threat abatement tools at three pilot sites of the RNSIIPG, which in turn will serve as the
base for the development of the system-scale Master Management Plan (Output 3.2). For Chile, the
establishment of two new MPAs in sea mounts in the high seas (Output 4.1) and the development of pilot
plans for the conservation and management of sea canyon areas (Output 4.3) will directly benefit from the
biodiversity and threat assessments to be undertaken by the EDA for these specific habitats.

124. In order to ensure that the integrated assessments elaborated through the EDA process are
accessible to key stakeholders, an EDA for decision-makers and key resource user groups will be
prepared. Thus it will inform those participating in the definition of the SAP and other Project planning
processes.

Output 1.2 Strategic Action Program (SAP) for achieving EBM, including a plan for a system of
Marine Protected Areas of the HCLME, is formulated & endorsed at highest levels

125. A Strategic Action Program will be developed and negotiated during the Project in order to
establish enabling conditions, as well as to undertake the necessary actions and commitments (including
policy, legal and institutional reforms and investments) that will be required to make EBM of the HCLME
an operational reality. Building upon the EDA and identified priority issues, the SAP will outline the
actions needed to resolve priority problems identified in the EDA. A SAP formulation team will be
established comprising scientists (including members of the TTT), managers and decision makers drawn
from the two countries. At the beginning of the SAP process agreement will be reached regarding what
can and cannot be achieved within the SAP timeline and national budgets.

126.  An important step in the SAP development process is agreement between both countries on a
coherent and workable definition of what ecosystem-based management means and implies in the context
of the HCLME. Based on this definition, the EDA, and the interim results of the demonstration projects,
ecosystem quality objectives (EcoQOs) will be defined and agreed on. The EcoQOs represent a shared
“vision” of how stakeholders would like to see the state of the ecosystem in the future. In order to achieve
the EcoQOs, the SAP will include short, medium and long term targets and associated interventions
needed to achieve them. The EBM and EcoQOs definitions will be developed through a participatory,
inter-sectoral process with key stakeholders from both countries.

127.  National Action Plans (NAPs) will underpin the SAP given that specific actions at the national
level are required to provide responses to ensure ecosystem integrity, structure, and function as well as to
provide a basis for sustainable use of ecosystem goods. The documents will be prepared by a NAP
formulation team appointed by the National Inter-sectoral Committee (NIC), (Output 1.3), and comprising
of multidisciplinary group of national experts, to ensure that all actions are firmly anchored on realistic
national policy actions, and to promote multi-sectoral ownership at the national level. Representatives
from the Ministries of Economy or appropriate Government Offices will be members of the formulation
team to ensure effective mainstreaming of the project objective into national and sectoral planning process
and to provide for financial sustainability. The NAPs are important in demonstrating the national
commitment to the SAP and the project. The countries will aim to have the NAPs approved at the highest
Government level and incorporated into the national planning process and national budgets, cross-
referenced and integrated with other major development plans.

128.  Furthermore, to enable well informed policy and decision making, a suite of process, stress
reduction and environmental status indicators for SAP and NAPs’ targets (corresponding to agreed
EcoQOs) will be defined and agreed to track progress in SAP implementation and the emergent properties
of the system under Output 2.1. Baselines against which these indicators are to be measured need to be
established and this will be a key activity in EDA-SAP development. These indicators will also serve as
the basis for the implementation of an effective Monitoring and Evaluation System that will provide
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feedback to decision makers and allow for adaptive management processes to be implemented in Outcome
2.1. Procedures for monitoring and evaluating SAP implementation, including in terms of sustainability
and efficiency, and overall ecosystem status will be developed. The SAP will include an estimation of the
required financial resources and the definition of national and regional strategies to mobilize those
resources. The SAP will be carefully designed to ensure that it is action-oriented, financially realistic,
locally owned, government supported, sustainable, and responsive to the local conditions, thus ensuring
that it is implementable. Pre-feasibility studies, including preliminary cost estimates, will be undertaken
for the key recommended regional interventions as part of the SAP formulation, reflecting the incremental
cost approach.

129. A key component of the SAP will be a specific plan that will establish the foundations for the
future development of an MPA network for the HCLME that will increase critical habitat coverage at the
ecosystem level over the long term. This plan will orient the revision and updating of the NPAS to
provide the basis of the future network given that PA would need to be established within each country’s
legal framework, At the regional level the national strategies need to be harmonized and their coherence
monitored with a single monitoring and evaluation framework for the Humboldt Current. This process will
complement Output 3.1 that will integrate operational management procedures for oceanic MPAs (sea
mounts and canyons) into Chile’s PA policy and legislation and Output 3.2 that will develop the Master
Management Plan for the RNSIIPG.

130.  The project will closely work with another GEF- UNDP project (Building a Comprehensive
SNAP: a financial framework) which is currently reviewing the legal framework and processes to develop
a system of National Protected Areas or SNAP (for its Spanish acronym) for Chile* and with a GEF-WB
project (PRONANP) that is working to increase the area of key ecosystems under protection and
strengthen the capacity for strategic analysis and management under a decentralized management
framework in Peru. Both these projects work at the national levels and will provide important
complementarities to the project proposed herein. See Section IV Part II for more details on
complementarity.

Output 1.3 Governance mechanism for EBM approaches set up in the framework of the SAP

131.  To ensure long-term development and implementation of the SAP plans and commitments for the
achievement of EBM approaches in the HCLME, a permanent bi-national forum or commission will be
established to provide an adequate ecosystem governance mechanism. This body will be initially built
upon the existing IFOP-IMARPE agreement*® and the working group for the coordinated management of
the shared anchovy stock.

132.  The formulation of a governance mechanism will be informed by interaction and coordination
with the relevant decision-making and technical organizations in both countries. The process will be
wholly country-driven and led by NICs that are to be established by each country to deal with specific
issues or tasks. The NICs should be formally created by the governments and meet regularly through the
life of the project. The national teams will include specialists with technical, legal, financial and public
policy backgrounds and expertise in key thematic areas the project will address. Efforts will be made to
ensure adequate stakeholder representation. The NAP formulation team will be defined by the NIC.

133.  As required during project implementation, members of the NICs will integrate ad hoc specialized
working groups with scientists from both countries to address specific issues or requirements that have
been identified or will arise. These include thematic working groups on coordinated management of the

* Currently Chile has a variety of protected areas (PA) sub-systems, the most important of which is the National System of State
Wildlife Protected Areas (SNASPE), with 95 PA units, which is managed by the National Forest Service (CONAF).

4 Agreement for Scientific and Technical Cooperation between the Peruvian Ocean Institute of Peru (IMARPE) and the Institute
for Fisheries Promotion of Chile (IFOP), signed in Lima, Peru in 1992
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shared anchovy stock or to support implementation of the MPA pilots. Tools and skills required for
management of socio-environmental affairs47 will need to be developed in order to deal with inter-
sectoral and regional issues that may arise throughout the SAP implementation process.

134.  To inform and guide the work of the forum or commission, communication links and exchanges
with other ongoing GEF-LME projects will be established. Lessons learned and tools developed (technical
and process) in these other projects will enrich and facilitate the Humboldt EDA and SAP development
processes and will enable comparisons between similar ecosystems (i.e. Benguela). These exchanges will
also serve to upscale the benefits of the experience gained in the other projects to a global level.

Output 1.4 Awareness Programme on EBM for decision-makers, sectors and resource-user
groups

135.  There is a need to enhance awareness and understanding of the implications and benefits of an
EBM approach in the institutions and individuals related to fisheries and marine resource use and
conservation in the HCLME. The Project will, therefore, include the development and implementation of
an Awareness Programme designed to increase knowledge of basic EBM concepts and tools for key target
audiences, such as decision makers, sectors, resource user groups and local communities. The levels of
awareness building and means through which the programme will be delivered will be tailored to the
different target groups. The overall design for this awareness programme will be undertaken through this
Output and will provide an overarching framework for awareness building activities throughout the
project. Similarly awareness building targeting national level decision makers will be implemented
through this output. However those elements targeting specific representatives of the industrial and
artisan fisheries and local communities will be delivered under Output 2.4 and 4.4 respectively. An initial
step will be to implement parts of the Programme early-on in the project so as to inform the process of
reaching an agreement on the meaning and scope of EBM approaches to be carried out as part of the EDA
development process (Output 1.1). Later this definition will be used to inform the Programme throughout
the remainder of the project.

136. This Programme will employ, where appropriate, modern information and communication
technologies (ITCs) for effective public outreach. Tools and outreach material will be specially designed
for the various target audiences, employing publications and interactive multimedia methods and
integrating advanced methods with folk media, as deemed appropriate.

137.  An important tool to be developed as part of this Awareness Programme is a readily accessible
Project website consistent with IW:LEARN guidance and tools (www.iwlearn.net). The website will make
publicly available project documents and reports, contacts, links to partner and affiliated initiatives, and
project component activities. The website will be a vehicle for stakeholder inputs both in terms of
recommendations and concerns. In addition, based on the IW:LEARN approaches, the exchange of
experiences, including project support for capacity building, will be promoted. The project will
participate in and contribute to, IW:LEARN follow up activities, the knowledge exchange program of the
GEF International Waters. There will be participation (self-financed) in the bi-annual GEF IW
Conferences (2009, 2011, 2013), “IW Experience Notes” will be prepared that document important
lessons and good practices, and contributions to various IW:LEARN type regional knowledge and
thematic exchanges, both virtually and in person. The project will identify, analyze and share lessons
learned that can benefit the design and implementation of similar future projects.

* The project is founded on the principle that there is a need to prioritize and address situations that might lead to conflict rather
than just focusing on what is commonly known as “conflict resolution”. Therefore, rather than referring to conflict resolution the
project focuses on “management of socio-environmental affairs”. This approach is already being practiced in Peru by the Ministry
of the Environment.
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138.  Given that in both countries electoral processes and Government changes will take place during
the Project’s lifetime, specific materials and efforts will be developed to sustain the political involvement
of the incoming Administrations.

Outcome 2  Institutional capacities strengthened for SAP implementation and for up-
scaling the results of pilot interventions to the systems level

139.  Through this outcome, tools, mechanisms and improved managerial, technical and enforcement
capacities will be delivered to enable targeted stakeholders at various levels in both public and private
sectors, to effectively put into practice EBM approaches. Under this Outcome, staffing and training needs
at key institutions will be evaluated and addressed, and standards for staffing and processes established so
that long-term requirements for EBM are in place. A shift towards a new organizational culture will be
promoted that provides for cross-disciplinary decision-making (output 2.2). This shift towards EBM will
be further supported by the establishment of an LME Planning, Monitoring & Evaluation System (M&E)
that will be structured to respond to key management questions and issues that arise as the requirements
for addressing the complexities of EBM emerge (Output 2.1). The M&E system will track and assess
progress both in terms of changes to ecosystem health, as well as to the socio-economic and institutional
processes that underpin this paradigm shift. Given the impacts of ENSO related variability and climate
change on the system, the development of scenarios will be decisive in guiding the definition of
management options.

140.  As the fisheries sector in both countries is strongly export-driven, management options need to
include adoption of market mechanisms. Therefore the project will play a critical role in assisting both
societies to demonstrate their commitment to EBM approaches, and in enabling the private sector to
position itself within global scenarios. International market forces are driving the demand for more
sustainable productive practices, and the project will play an important role in the identification of market-
based options, in leveraging good practices between industrial and artisanal sectors, and in adoption of
fishing practices that reduce by-catch. In order to accomplish this, stakeholders in the private sector will
also need to receive targeted training so as to enable them to be active participants in the definition of
EBM for the HCLME, to take informed decisions regarding changes to their current productive practices
and to comply voluntarily with relevant norms and regulations.

141.  The outputs defined to advance this outcome are: (i) Spatially based planning and monitoring
evaluation systems developed; (ii) Institutional capacity building programme developed for strengthening
SAP and EBM implementation; (iii) Market based mechanisms developed for sustainable fisheries
management; and (iv) Capacity building programme for key stakeholders (fisheries sector-traditional and
industrial) to increase compliance with EBM based regulatory frameworks. Their successful delivery is
expected to result in (i) sectoral and investment decisions that integrate guidance stemming from the
Integrated Information System (IIS) on MPA management and on their responses to the HCLME’s natural
high variability; (ii) increase fisheries management decisions based on IIS that includes multi-disciplinary
parameters, including natural and ENSO related variability; (iii) artisanal sector representatives
participating in fisheries fora with an enhanced understanding of ecosystem goods and services and their
regulatory frameworks; (iv) responsible institutions that have capacities and internal processes for
prioritizing the creation of new MPAs and for their effective management; and (v) improved oversight by
PA authorities that assures compliance with national standards for MPAs.

Output 2.1 Spatially-based Planning, Monitoring & Evaluation System developed

142.  Through this Output the project will develop a spatially-based Ecosystem Monitoring Programme
(EMP), integrating the fisheries, biological, socio-economic, oceanographic and pollution monitoring and
data collection programmes currently operating under the different sectors or being carried out by
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different stakeholders such as universities and conservation NGOs. The primary objectives of the EMP are
to ensure that trends are detected in advance and where necessary implement remedial action, and to
provide an objective test of the effectiveness of existing environmental management practices (on a local,
national and regional scale).

143.  In the design of the EMP key species and habitats that can be used as indicators will be identified
and common sampling and analysis protocols will be agreed. The focus will be on delivering usable
fisheries and environmental information, on detecting and monitoring trends, and on identifying
particularly sensitive areas. It will be a priority for the project to secure consensus on the selection of a
range of parameters which have clear (and, where possible, proven) relevance to the EcoQOs to be
defined as part of the SAP process.

144.  The key deliverable of the EMP will be a consistent and coherent data set which will provide the
necessary context for effective decision-making. Integration of monitoring plans and methods will provide
a solid basis for building EBM concepts into environmental impacts and processes, and will thus facilitate
agreement on practical mitigation actions. It will also enable the progressive definition of policy including
spatial planning. Indeed the EMP concept is as a long-term exercise that will evolve with time, alongside
the management framework and action plans(s), however, it is the development of this management
framework that ultimately is of importance. To link the EMP with the emerging management framework,
an Ecosystem Information Management System (EIMS) will be developed. The EIMS’ development and
design will be closely entwined with the requirements of status and trend monitoring and the management
decision framework. The EIMS will be GIS based and incorporate spatial visualization tools for fisheries,
biological, oceanographic, chemical and socio-economic data-sets with the ability to compare, contrast
and interrogate the data to improve information and knowledge and respond to the major information
needs for management decisions.

145. In order to implement remedial action, decision makers must know at what observed levels
permanent adverse effects on the environment are likely, together with when and what action should be
implemented. This is a complex problem. It calls for the design of a management framework that will
allow decision makers to interpret the monitoring data and background noise with assurance. Allowing
projections of different management scenarios, the EIMS will sustain explorations of the potential
ecological, social and economic consequences of management approaches and of environmental
variability at different scales (spatial and temporal), it should help define the pros and cons of different
decisions and thus help policy makers make informed decisions based on an accurate assessment of trade-
offs. As an understanding grows with the help of results from the EIMS, a more sophisticated framework
can be created.

146.  Specific formal protocols should be created to explicitly describe the type, form and mechanisms
of data exchange between the two countries. Access to the databases to recover and to insert data will need
to be carefully discussed between the two countries and key stakeholders. There may be different levels of
access defined and in the longer term institutions/organizations need to be identified as responsible for its
maintenance and up-keep. The database will be linked to the project’s web-site which will also provide
information about the project’s M&E and scenario modeling activities as well as limited access to the
database and the interrogated results. Linkages will be built with Global Ocean Observation System-
GOOS (Intergovernmental Oceanographic Commission- 10S) and its partners, including FAO, as
appropriate.

147.  To meet its objectives, the EMP needs to be thought of as a permanent commitment and not as a
project activity that will cease after a short period or once external funding is exhausted. The level of on-
going financial commitment to the monitoring programme made by the countries will, as much as the
technical constraints, define the level of monitoring that is achievable. Thus, a financial strategy to sustain
the long term costs of the EIMS and the EMP will be defined as part of this Output.
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Output 2.2 Institutional Capacity building program developed to strengthen institutions for
implementing the SAP and to advance towards EBM

148.  The successful implementation of an EBM program requires institutional capacities to practice
adaptive ecosystem management, including the ability to collect and interpret data on ecosystem change,
skills in conflict resolution, and sufficient capabilities in surveillance and enforcement of SAP policies and
procedures (Olsen, 2003**). EBM also requires the ability to integrate across diverse perspectives and
disciplines. Analysis of the condition and dynamics of an ecosystem, of the forces of change, and
ecosystem resilience requires a broad knowledge base and the ability to integrate what is known into a
framework that addresses problems, builds on opportunities, and takes into consideration culture and
traditions. To achieve these capacities, the project will include specialized programs to strengthen the
relevant institutions and organizations so that they have the required competencies (knowledge, abilities
and attitudes) that will enable the countries to achieve and maintain SAP goals. Initially the key
institutions selected for this are IFOP and IMARPE, SUBPESCA, PRODUCE and SERNANP and
CONAMA.

149. Based on the agreed definition of EBM and EcoQOs, the specialized institutional and staff
standards and competency profiles that will be needed to advance towards EBM, provide the initial basis
for support for SAP implementation, and to upscale pilot interventions, will be defined. Based on these,
local and regional capacity needs assessments will be undertaken, and requirements mapped out. These
assessments will focus on the key institutions and organizations that will participate in the SAP
implementation, and pilot development and upscaling processes. These will inform and guide the
development of the project’s capacity building strategy, which will define the contents, formats and
resources needed for the training activities for each specific target audience to be implemented during the
project. The strategy will also identify the financial requirements to implement it and the potential sources
to fund this programme over the short and medium term.

150. In particular, the structures, staff, activities and internal processes of particularly relevant
institutions (i.e. IMARPE, IFOP) will be taken into account to define the institutional development plans
(“institutional fine-tuning”) and resources that will be necessary for these institutions to attain EBM
enabling capacities. More challenging issues, such as large-scale institutional restructuring if needed, will
require comprehensive discussions to define and achieve the legal and budgetary changes required at the
appropriate political level. The project will contribute to these processes by supporting the formulation of
institutional fine-tuning plans and providing information to relevant authorities of the long-term benefits
of developing stronger institutions as a vital step to maintaining ecosystem health and the benefits this
provides for local and regional communities

151.  During the first year, while the capacity needs assessments are being completed and analyzed,
some priority training activities will be implemented. These may include specific courses and tools
previously developed by the GEF and others, such as training for EDA and SAP development and
implementation, data collection and management tools; data processing tools; conceptual modeling tools;
modeling and analysis tools (such as marine ecosystem models, dispersal models, habitat models,
socioeconomic models, and model development tools); scenario visualization tools; project management
tools; and stakeholder communication and engagement tools.

Output 2.3 Marketplace governance tools developed for sustainable fisheries management

152.  The marketplace, in which goods and services are exchanged through production and value
chains, affects how the environment is used, what resources are extracted, and the manner in which these

8 Olsen, S. B. 2003. Frameworks and indicators for assessing progress in integrated coastal management initiatives. Ocean and
Coastal Management 46: 347-361.
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resources are exploited. For their part, consumer may come to consider not only the product itself but also
the manner in which it is produced, thereby supporting certification and eco-labeling schemes that provide
for ecosystem protection. Contemporary efforts to attach monetary value to ecosystem services (Costanza
et al., 1997%; Independent Commission on the World Oceans, 199850), which have previously been
unaccounted for, give a more measurable value to those services, demanding careful consideration of the
services and goods provided by natural environment. It should also encourage the internalization of the
costs of maintaining such services. In a variety of ways, through the establishment of adequate
frameworks and incentives, the marketplace could make significant contributions to ecosystem protection
(Olsen et al. 2006)°".

153.  The Project will explore existing market tools, particularly certification or eco-labeling schemes,
and their viability and potential application for promoting more sustainable fisheries in the context of the
HCLME (see Table 1). As a first step in this process, advances will be made on a common concept of
“sustainable fisheries management” as part of (or compatible with) the EBM definition to be undertaken in
Output 1.2 during the early SAP definition processes. The FAO code of conduct for sustainable fisheries
and the criteria used by the most recognized certification schemes will be considered.

Table 1.- Comparison of the potential impacts of three market-based mechanisms on HCLME
fisheries sustainability

Individual Transferable Quotas

Incentives for Innovative

Certification schemes (including eco-

(extraction) Fishing Gear labelling)
(extraction and (throughout the value chain)
manufacturing)
e An economic measure that can have Decreases discards e Provides for added value.

positive externalities for conservation
e Optimizes fishing effort.
e Disincentives overinvestment.
o Allows for long-term businesses.

e Can be upscaled to include the artisanal
fishers sector.

(Selective trawling)

Protects endangered species
(turtles, birds, etc).

Protects  biodiversity  of
highly vulnerable systems
(sea mounts and sea canyons
benthos).

o Increases competiveness.
o Improves stocks’ health.
o Protects biodiversity.
e Increases market accessibility.

o Strengthens international

agreements and improves national

e Increases overall availability, over | ® Promotes demand for living image internationally.
time, of important marine living | MAarnNe resources. .
resources and  their  associated | 4 [creases community ¢ far\(?)vrz?r(;;e;ss) environmental  care
economic benefits (employment, etc.). awareness :
) ) e Promotes competition.
e Strengthens international
agreements. e If voluntary, it is less expensive
than when commanded by the State
e Generates added  value

(win/win  situation  for  the

(Fishmeal vs. Direct human government and industries).

consumption).

154.  The project will help those fisheries that are interested in becoming certified by a) providing up to
date information on the various certification alternatives available in the market today, including their
level of recognition and value, the criteria and standards required for certification, and the relative costs

9 Costanza, R., d’Arge, R., de Groot, R., Farberk, S., Grasso, M., Hannon, B., Limburg, K., Nacem, S., O’Neill, RV., Paruelo, J.,
Raskin, Suttonkk, P., & van den Belt, M. 1997. The value of the world’s ecosystem services and natural capital, Nature, Vol. 387
pp253-270.

>0 Independent World Commission on the Oceans. 1998. The Ocean. Our Future, Cambridge University Press

51 Olsen SB, Sutinen JG, Juda L, Hennessey TM, Grigalunas TA. 2006. A Handbook on Governance and Socioeconomics of
Large Marine Ecosystems. Kingston, RI: Coastal Resources Center, University of Rhode Island. 94 p.
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and benefits (in terms of their potential for improving their products’ global market positioning and
competitiveness), through the project’s web site, b) working with the relevant government institutions to
provide information about the various certification options and government role in certification processes
(i.e. the importance of having appropriate management objectives and decision-making processes,
transparency, effective compliance and enforcement systems, and adequate research, planning and M&E
for the fisheries under their management) and ¢) working with relevant government authorities regarding
how incentives can be created for improving fisheries’ sustainability, such as incentives for use of gear
that reduces by-catch of seabirds or turtles, and other good practices that reduce the fisheries’
environmental impacts. The project will be supported and guided by UNDP’s Green Commodity Facility
(GCF) for facilitating dialogues on fishery supply chains and options for market based approaches to
complement the management regimes.

155.  An interesting development is the fact that the Peruvian anchoveta industry (as represented by the
Peruvian Fisheries Society — Sociedad Nacional de Pesquerias or SNP) has just agreed to enter a pre-
assessment process for Marine Stewardship Council- MSC certification. To achieve this certification, the
fishery and the fishery management system must first comply with a set of criteria that include the
application of an EBM approach to the TAC calculation process and improved sectoral governance; both
of which will be facilitated by this project.

156.  An additional activity to be undertaken in this output is the identification of approaches for
economic valuation of the goods and services provided by marine ecosystems and how they relate to
human wellbeing and economic growth. These results will inform the EDA and be incorporated into the
integrated assessment that results from the SAP. This process could contribute to evaluate the costs and
benefits of current fishery management schemes, as well as to inform how a more diverse and sustainable
use of the ecosystem’s living resources may provide new and valuable opportunities for human wellbeing
and economic growth, such as, for example, by increasing direct human consumption of pelagic fish.

157.  Another important activity of this output will be the development of instruments that create
incentives for the use of fishing gear and practices that reduce the bycatch potential of fishing activities.
Bycatch of threatened species may affect market appeal of important fisheries, such as the mahi-mahi
(Coryphaena hippurus) fishery. By reducing bycatch, the fishery may be able to access other market-
based incentive programs, such as MSC certification, and thus increase its access and appeal to
international markets. The project could work with other local programs that are already working in, for
example, seabird, marine mammal and turtle bycatch, including information of these programs in the
project’s web site and how instruments they are developing can be applied to other relevant fisheries and
their marketing potential.

Output 2.4 Capacity building program targeting key stakeholder groups (artisanal and industrial
fishers) implemented to increase compliance of EBM regulatory frameworks

158.  Addressing the many complex facets of EBM will require the capability to work across
disciplines. There will be a need for scientists who understand management processes, managers who
understand the strengths and limitations of science, and people who understand the role of institutions and
legal instruments in governance for stewardship of oceans and coasts but also, most importantly, who
understand the needs of a healthy environment and how the goods and services of marine ecosystems are
essential for their own wellbeing.

159.  Ultimately, successful EBM implementation will depend on an informed and educated society.
Education shapes societal values and public opinion and contributes to more informed decision-making. It
can engender the political will to resist pressure from special interests in favor of decisions for the public
good. It can also lead to public support for management, including compliance with regulations and
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intolerance for violators. Voluntary compliance does not result from coercive enforcement, but mostly
from personal moral and social considerations.

160.  The project will, therefore, include a program to increase awareness among key fisher groups
(artisanal, industrial and aquaculture) of the benefits ecosystems provide; of how their activities affect
ecosystem health and how their compliance with EBM regulations can increase the benefits they and
society as a whole obtain from the ecosystem and its living resources. This program will include special
informative events targeting the different fisher groups and their families, to build awareness in the entire
community so that the social environment also serves to enhance voluntary compliant behaviors.

161.  Pilot MPAs will also serve to develop capacities for dealing with socio-environmental issues,
particularly, conflicts over fisher access to resources that are affected by the implementation and improved
management of MPAs. These capacities will be critical where the project is not able to develop
community involvement and compliance. For these cases, workshops to deal with specific socio-
environmental issues will be carried out, seeking not only to reduce conflicts, but also to raise awareness
of ecosystem services and the benefits derived from them (Output 4.4).

162.  Another important element of this program will be the involvement of fishers and industry in the
design and implementation of MPA monitoring programs at the project’s pilot MPA sites. This will be
implemented through Output 4.4 and will provide lessons that will enrich the part of the programme to be
delivered here at more national and generic levels. Through this involvement, the fishers and industry
compliant behaviors will be further incentivized by providing legitimacy to management decisions and
opportunities to directly observe the benefits of protection on living marine resources and the damages
caused by unsustainable fisheries practices. The project will also work with the industrial fisheries sector
to develop awareness of the potential to improve ecosystem productivity and resilience that can be
achieved by applying an ecosystem-based approach to the main pelagic fisheries.

Outcome 3  Implementation of priority MPA & fisheries management tools provides
options for enhanced protection of the HCLME and for SAP implementation

163.  Outcome 3 creates the conditions to upscale the pilot projects as well as undertake priority
interventions that will provide insights into requirements for effective coordinated, multi-specific and
multi-disciplinary management of the HCLME. This Outcome seeks to translate Outcomes 1 and 4 into
national level plans and policies developed based on coordinated and analogous approaches, strategies and
operational standards, especially for fisheries management and for MPAs. Notably, both countries commit
to advancing towards coordinated (collaborative), ecosystem-based management of the shared anchovy
stock; increase operational capacities of newly established MPAs in Peru and Chile through the
development of management plans and coherent policies and legislation; and to establish the foundations
for a system-level network of MPAs that could reduce pressure on the HCLME marine biodiversity by
complementing and strengthening national protected area strategies.

164.  The Outputs defined/put forward for consideration are: 1) coordinated management approaches
piloted for the shared anchovy stock; 2) the RNSIIPG Master Management Plan developed with financing
strategy; 3) Legislation developed for implementation of MPAs in oceanic areas (sea mounts in Chile and
canyons in both countries); and, 4) MPA strategies and legislation compared and equated for the two
countries. Their successful delivery is expected to result in: common criteria for regulation of operational
standards and knowledge that advance the application of the EAF and MPA management; three pilot MPA
sites operating to these standards nested within the RNSIIPG Master Plan that increase the percentage of
marine/coastal interface under protection in Peru; and the normative framework for the establishment of
two MPAs in Chile that increase oceanic marine area protection. All these will combine to reduce pressure
on biodiversity by, for example: (i) improving protection status of key habitats and reproductive sites for
flagship species, (ii) increasing compatibility of fishing pressures in waters adjacent to the new MPAs
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with biodiversity management goals; and (iii) managing threats such as fisheries by-catch and stress from
reduced food availability, and (iv) providing for improved connectivity.

Output 3.1 Strategies and norms developed for off-shore MPAs (sea mounts and canyons) in
Chile

165.  The Project will work with the Chilean Government to develop the legal mechanisms that will be
needed to provide for the establishment and implementation of PAs in oceanic areas, particularly in
prioritized habitats, such as sea mounts and canyons. This output will explore Chile’s existing legal
framework as it relates to MPAs and their implementation processes, and define which norms and
regulations can be used in the short term for the establishment of sea mounts and canyons as PAs in Chile
—thereby making possible the pilots- and start the definition of new categories that may be necessary. This
will complement the process that is being undertaken in Chile with support of the GEF-SNAP project
which is working to develop a financial framework for a comprehensive protected area system that will
include marine and coastal areas. This will be particularly relevant for issues such as developing financial
tools for the implementation of the new MPAs and offshore monitoring arrangements.

166. In addition this Output will advance the regulatory frameworks to define and protect Vulnerable
Marine Ecosystems in Chile. According to the UN (Report of the 58th General Assembly, 2003) ‘a
vulnerable marine ecosystem [VME] is defined as one that is particularly susceptible to disruption, to
damage or even to destruction due to its physical characteristics, the activities and interactions of the
organisms therein and the impacts they suffer from human activities and the surrounding environment.” In
this same report seamounts are listed as an example of VMEs with high levels of endemic species.
Worldwide there have been several initiatives to ensure the protection of seamounts. At present in Chile
there are proposals for the modification of the Law of Fisheries and Aquaculture (Ley General de Pescay
Acuicultura) to provide new management categories for the protection of VMEs, which would include
seamounts as deep-sea VMEs.

167.  Along with new management categories, this Output will support legal changes that will provide
new regulations for fishing activities in deep-sea VMEs and thus seamounts. This will require both a
conceptual and operational definition, as well as a characterization, of deep-sea VMEs for the Southeast
Pacific. Protocols will be defined for each VME with indicator species, sample techniques and frequencies
levels and tolerance thresholds that determine the presence of deep-sea VMEs. These protocols will be
adopted to enable vessels to determine when they are entering a VME. General operating procedures
applicable to all vessels in deep-sea VMEs will then be defined to mitigate or reduce the impacts of
fishing in these ecosystems. This will include procedures for each type of fishing gear and practice that
would be enforced for vessels in VMEs. Such regulations would apply to all seamounts not only those
within MPAs. The establishing of these new regulations will draw on technical consultations with experts
and on the information collected from the pilot studies to set up MPA (see output 4.1 and Section IV Part
V- description of pilots).

168.  Through this process the legal and policy mechanisms to establish new offshore monitoring
arrangements with the industry using opportunity vessels and financial tools to fund the implementation of
the new MPAs and its management tools will also be explored and developed.

169.  This intervention will help advance the ecosystem representativity of the Chilean System of
National Protected Areas by enabling it to cover critical oceanic habitat types. In Outputs 4.1 and 4.3 the
project will increase understanding of the role of sea mounts and canyons in biodiversity conservation and
in fisheries. This will feed into clear definitions of what types of management categories, procedures and
norms would be suitable for conserving the canyons both in terms of fisheries and biodiversity. This
output will create the legal framework for the effective protection and management for these habitats
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Output 3.2 Guano Islands, Isles and Capes National Reserve Master Management Plan
Developed with a Financing Strategy

170.  Peru is in the process of expanding its National Protected Area System (SINANPE) to increase
coverage of marine and coastal habitats. For this purpose, it has chosen to integrate into SINANPE the
existing system of guano islands and capes (the guano system) that has been used for the extraction of
seabird guano (fertilizer) for centuries in Peru and protected for this purpose by the Peruvian State for over
100 years The guano system includes a total of 22 islands or group of islands and 15 capes (or puntas as
they are called in Peru) which, because of the long-term protection provided by the State, currently hold
the last remaining, relatively intact, important breeding and roosting aggregations of threatened seabirds
and mammals®’, Also, because permanent guards keep most boats and divers from entering the shallow
waters surrounding the guano sites, many commercially important species of fish, invertebrates and algae
have also been protected in these sites and persist in abundance, while almost all surrounding areas have
been depleted because of inadequate fishing practices.

171.  The process of incorporating the system into SINANPE is now almost complete; however a key
concern has been the capacities and resources necessary to run the new RNSIIPG effectively. Given the
number of islands and capes that are part of the RNSIIPG, the staff, equipment and infrastructure
requirements will necessarily be considerable®. A preliminary study assessing the operating needs of the
new reserve calculates that approximately 110 staff and between 2-3 million US$/year will be required to
run it (minimum and optimum estimates). In fact, also, because the reserve extends the length of the
Peruvian coast, it will be affected by many if not all anthropogenic activities taking place in marine and
coastal areas, where over 60% of Peru’s population lives.

172.  The SERNANP will, therefore, have to quickly learn how to manage such a large-scale endeavor
with only few staff with experience in marine areas. It will also have to learn how to deal with and
mitigate the potential conflicts with the many and diverse economic activities that take place around the
27 islands and capes of the RNSIIPG. To make the task more manageable, it has been proposed that at
least 7 operating-units grouping neighboring islands/capes be established. These units will share staff and
resources and common potential conflict issues and will, thus, reduce operating and management costs.
Another important issue to consider is the transition between the current guano administration
(AGRORURAL)™* and SERNANP.

173.  This transition of management authority and the provision of initial capacities for SERNANP to
manage the RNSIIPG will be addressed though an “emergency” action plan (a mandate of the Law
28793), which is to be funded by the GEF-WB project (PRONANP). PRONANP will fund an initial small
specialized unit within the SERNANP that will oversee the transition process; the development of the
emergency action plan; and the work of the special inter-sectoral commission formed to develop this plan.
This action plan will identify and establish the inter-sectoral management arrangements necessary for the
transition, including the transfer of staff, infrastructure and resources. It will also identify and fund the
most urgent infrastructure and equipment that will be required to make operative the new reserve, and the
basic training needs for the guards to effectively guard the guano sites.

52 These include the endangered South American fur seal — Arctocephalus australis, the vulnerable South American sea lion —
Otaria byronia, the endangered Humboldt otter (Lontra felina), the highly endangered Humboldt penguin (Spheniscus
humboldtii) and Peruvian diving petrel (Pelecanoides garnotii) and many other vulnerable species of seabirds and shorebirds.

>3 The guano administration — currently AGRORURAL - which not only extracted the guano, but had the mandate of protecting
the guano-producing seabirds kept at each site: 1-3 permanent armed guards, facilities to house several hundred workers that are
brought in every few years to extract the guano, and landing and shipping facilities. They also have a fleet of vehicles and
specialized vessels (tugboats, water tankers, barges, etc.) to carry the guano back and forth and to move the workers from one site
to the next, which unfortunately, are now in a state of disrepair.

% Until end 2008 PROABONOS - Proyecto Especial de Promocién del Aprovechamiento de Abonos Provenientes de Aves
Marinas, was the Peruvian Governmental Agency in charge of guano extraction. It has recently been integrated into a larger
agency, still under the agriculture sector, AGRORURAL.
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174.  Once the RNSPIIG is formally established and the guano sites are fully transferred to SERNANP,
the project proposed herein will work to develop the Master Plan for the new reserve drawing from the
early lessons established in the three pilot project sites where management and threat abatement tools will
be first tested (Output 4.2). More details on these three pilots and on the entire RNSPIIG are provided in
Section IV Part V.

175.  The Master Plan is the most important strategic planning document guiding the management of a
Protected Area in Peru, renewable every five years. The project will develop this Plan, including the
diagnostic studies and consultation process with the different Regional Governments and stakeholder
groups that will be affected by the establishment of the Reserve. It will include: the general management
strategies and policies for the PA, its strategic conservation targets, a zoning plan for the PA and its buffer
zone, its management structure, specific use plans (i.e. tourism, guano extraction, access to artisanal
fisheries etc.) and a first framework for the cooperation, coordination and participation of work with and
of other institutions inside the PA and its buffer zone.

176.  As part of this Output, a financing strategy to support the implementation of the Master Plan and
the other specific use management plans will also be developed. This strategy will consider the PA system
resources (entry fees, development aid projects, donations, etc.) and explore potential new sources of
funding for the system such as tourism, guano harvesting, research, etc. A very conservative preliminary
analysis of the potential contribution of these funding sources, estimates that between US$ 1.6-4.8 million
could be raised from these sources (Table 2), either leaving a gap of around US$ 0.4-1.4 million or a
surplus of almost US$ 2-3.2 million, relative to the minimum and optimum costs of running the reserve
provided by the same study.

Table 2.- Potential Sources of Income for the RNSIIPG (in US$ - projected for the period 2010-

2011)
Scenarios Conservative Optimist
Guano extraction 516,014.26 726,000.00
Tourism 596,466.54 2,952,571.33
Research 12,600.00 46,200.00
Agquaculture 14,157.16 26,354.11
Fishing Industry 325,637.67 827,310.00
Donation from International Cooperation Agend 136,942.00 325,341.00
Annual potential contributions 1,601,817.64 4,903,776.44|

177.  This output will be complemented importantly through the activities to be developed in Outputs
2.4 and 4.2, where awareness programs will be developed targeting important stakeholders, to increase
compliance and reduce conflicts with the zoning and other regulations that will affect resource use around
the new reserve. By building awareness and developing participatory tools that involve stakeholders that
may feel negatively affected by the establishment of an MPA near them, stress around the reserve may be
reduced and its management and conservation effectiveness improved.

Output 3.3 Coordinated Management Approaches Piloted for the Shared Anchovy Stock

178. A critical element of the Project is the development of coordinated fisheries management
approaches for the shared anchovy stock, a keystone component of the HCLME. Based on the advances
achieved through the existing IFOP-IMARPE agreement, the Project will increase the knowledge base
available for the coordinated management of this shared stock and identify and pilot EBM tools for this
fishery.
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179.  The Project will provide the framework and resources for collaborative initiatives for the
development and implementation of standardized and complementary stock assessments, monitoring, and
data synthesis and analysis protocols. For this purpose a special working group will be created (Output
1.3), which will define the nature, timing and coordination of activities to be carried out by the respective
countries’ institutions in charge of fisheries research.

180.  This includes facilitation of the work of technical teams during specialized workshops, where data
will be synthesized and jointly analyzed to assess, for example, the effects of climate and oceanographic
variability on the distribution and abundance of the shared anchovy stock and on spatial and temporal
changes in the stock vulnerability and landings. This information will feed stock evaluation models
(including indirect assessment methods using size and age distribution data) that will enable assessments
of the shared stock’s condition, inform fisheries management processes, standardizing fishing effort and
modeling the consequences of different management scenarios to define the pros and cons of different
decisions and enable informed decisions based on an accurate assessment of trade-offs.

181.  The Project will also include one or more scientific meetings as needed where the available
knowledge of the LME for the Southern Peruvian and Northern Chilean Region will be brought together
and synthesized. The information to be gathered at these meetings will inform the work of an inter-
disciplinary team that will develop and implement ecosystem models to be used to identify and quantify
critical trophic interactions and the potential environmental and socio-economic impacts of human uses of
the ecosystem’s components, processes, uses and services, taking also into consideration the possible
impact of climate change. The team will also review and assess proposed models and indicators of
ecosystem health (FAO, ICES, CBD) and their applicability for the HCLME. This will provide inputs to
the monitoring systems developed through output 2.1.

182.  The existing scientific and technical cooperation agreement between IMARPE and IFOP will be
updated to include the new coordinated research and monitoring activities above described and to provide
a framework that supports the actions that will lead to EBM of the shared anchovy stock, applying the
working definition of EBM developed and agreed on during the SAP development process (Output 1.2).

Output 3.4 MPA Strategies and Legislation Comparable for the Two Countries

183.  An important barrier for the development of compatible MPA frameworks in the HCLME
countries is the limited knowledge of management options for protecting living marine resources and their
habitats (Barrier 3). Both countries still have PA systems largely focused on terrestrial ecosystems, have
established few MPAs — mostly in coastal-marine areas, and there is still limited understanding of the
important role MPAs play in the protection and recovery of fishery resources. In general, MPAs are still
largely perceived as another way to restrict access to important fishing areas and resources.

184.  Under the SAP, an important component will be a specific plan that will establish the foundations
for the future development of an MPA network for the HCLME that will increase critical habitat coverage
at the ecosystem level, complementing the national MPA Systems’ coverage. In addition to this, the
project will be a platform for the exchange of experiences, lessons and practices between MPA
practitioners in both countries in order to benefit from south-south cooperation. Therefore it is critical that
experts and stakeholders in both countries are able to have a common understanding of the respective PA
category and marine habitat classification systems, arrive at terminology that can be easily compared
(equated) between countries, and agree on critical gaps and opportunities.

185.  Thus through this output the project seeks to assist the development of national and regional MPA
strategies and plans by supporting regional workshops and discussion fora to examine the existing national
PA category and marine habitat classification systems, find equivalent or compatible categories, and
identify critical differences and gaps that need to be addressed to be able to develop effective and
compatible marine biodiversity conservation strategies. These fora will also serve to catalyze a shared
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understanding between countries and sectors of other available marine spatial management (zoning) tools
and their applications as part of conservation and sustainable use of living marine resource strategies.

186.  As a result of this Output, a common language and vision for MPA management, and increased
understanding of the role of MPAs for biodiversity and fishery resource conservation will be developed
among countries and sectors. This should facilitate the process of establishing other MPAs in the future
and perhaps also permit the development of an ecosystem-level network of MPAs that will provide
adequate coverage for all critical habitat types in the HCLME.

Outcome 4  Implementation of pilot MPAs that underpin ecosystem conservation and
resilience

187.  This outcome will provide measurable on-the-ground experiences and information on which the
planning processes to be undertaken in the previous Outcomes will be based upon. This Outcome focuses
on in-situ interventions (pilots) that will validate differentiated approaches and targeted responses to
overcome specific management challenges and generate models to strengthen systemic capacities over the
long-term. Both pilots will focus on MPAs given their keystone role in EBM and the need to meet national
targets on ecosystem representativity. Both pilots seek to establish new and/or strengthen existing multiple
use MPAs (or MUMPASs). One of them will assist in the implementation processes of the new RNSIIPG
in Peru, and the other will explore the management approaches needed for implementing MUMPAS in
oceanic areas off Chile in selected sea mounts.

188.  Both countries have also shown interest in sea canyons and their importance in terms of
ecosystem productivity and biodiversity conservation. The project will thus gather the available
information and support studies to identify the goods and services provided by sea canyons to the HCLME
to inform and validate the idea of establishing MPAs in sea canyons in the future.

189.  The pilots will address the political, administrative, technical and financial barriers for the
establishment of MPAs for the HCLME by developing and testing a number of management and threat
abatement tools that can be upscaled to systemic level. They will also contribute to biodiversity
conservation because the early implementation of the management tools to be developed in them — if
effective — should have short-term positive impacts on the local biodiversity because of the expected
improvements in conservation effectiveness. They will both include the development of management
effectiveness monitoring programs that will be focused on the pilot areas and their areas of influence
(future buffer zones). These programs will feed into and complement the ecosystem monitoring
programme to be developed in Output 2.1. Sites for pilots were identified and selected in the early stages
of the Project using criteria that include global biodiversity values, potential resource generation,
stakeholders’ interest, and threat mitigation potential.

190.  The Outputs defined/put forward for consideration are: 1) two sea mounts in Chile under legal
protection through agreed upon management categories, 2) management tools developed and implemented
for three representative sites of the RNSIIPG and Paracas National Reserves, 3) management options for
conservation of sea canyons are available for the HCLME and 4) capacity building, awareness & socio-
environmental issue management programs implemented for the relevant authorities and stakeholders in
the pilot MPA sites.

191.  Their successful delivery is expected to result in increased protection of fish stocks and coastal &
marine habitats in the selected biodiversity pilots; interagency coordination mechanisms that enable
regulation and management of economic activities in pilot areas; and five habitat types unprotected in the
baseline that are effectively managed representing 4,260 Km?® of additional seascape and coastal area.
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Output 4.1 Two sea mounts in Chile under legal protection through agreed upon management
categories

192.  For Chile, two sea mount areas are proposed as pilots to increase coverage of critical oceanic
habitats currently not covered by the national PA system and where important species diversity may
occur. These were selected because they were deemed to represent key processes controlling productivity
and biodiversity of the HCLME and, therefore, needed protection and were suitable for monitoring
ecosystem health and for assessing changes of the whole system as a response to natural variability and
global climate change.

193.  Seamounts comprise a distinct deep-sea environment, with hard, exposed substrata being a
common feature and relatively little sediment deposition. They often occur in chains or clusters, which
may be associated with seafloor ‘hotspots’, locations of repeated volcanic activity. Interesting
hydrodynamic features, including jets and eddies, are often associated with seamounts. Some of these
eddies are known to become trapped over seamounts to form closed circulations (Taylor columns) which
may persist for several weeks. On a larger scale, ocean currents may be deflected by seamounts
(WWEF/IUCN 2001)™.

194.  Seamount benthic fauna is dominated by suspension feeders, such as corals. These generally occur
on the most exposed portions of the seamount, where water currents are strongest, supplying the corals
with food, removing waste products and avoiding potentially harmful excess sedimentation. Other
conspicuous elements of the seamount fauna comprise sponges, hydroids and ascidians. Where areas of
soft sediment occur on seamounts, giant protozoans known as xenophyophores are often the most
abundant epifauna. Some 600 invertebrate species have been recorded from seamounts. However, studies
of only 5 of the estimated >30,000 seamounts around the world accounted for 72% of these recorded
species. This would suggest that many more species remain undiscovered.

195.  Studies indicate that fish abundance around seamounts is higher than in the surrounding waters,
probably as a result of increased primary production that supports an abundance of pelagic fauna such as
macroplankton, which, in turn, supports an increased fish population. Alternatively, seamounts may also
support large pelagic and benthopelagic fish communities by trapping diurnally migrating plankton. Some
of the commercially valuable fish species associated with seamounts include the orange roughy
(Hoplostethus atlanticus), some deep-water oreos (Oreosomatidae) and the pelagic armourhead
(Pseudopentaceros wheeleri). Seabirds have also been shown to aggregate at seamounts in response to the
abundance of pelagic organisms associated with these seabed features. Seamounts may therefore provide
reliable feeding sites for wide-ranging seabirds foraging in this relatively food-poor environment.

196.  The depletion of many inshore fish stocks has led to increasing fishing pressure in the open ocean.
Improved fishing technology is aiding this exploitation. Rich fishing grounds are often found over
seamounts, where high yield per unit effort is obtained, rendering the seamount fauna subject to extensive
physical damage by trawling, and stock and by-catch depletion by long-lining. Many animals are likely to
have extremely limited regenerative capacity. Recovery from impact might be measured in decades. Deep-
water precious corals are slow growing and often have very low levels of recruitment. If depleted, their
recovery could take centuries. Some of the fish species exploited on seamounts also have low productivity
and extreme longevity. These life history traits are not conducive to intensive fishing, such that exploited
populations are likely to reduce quickly and take decades, or longer, to recover.

197.  The orange roughy for example, a species fished in the sea mounts off Chile, has seen its stocks
fished down to 15-30% of their initial biomass within 5-10 years in the seamounts off the coasts of New
Zealand and Australia. The aggregative spawning behavior that this species displays around seamounts
increases its susceptibility to severe fishing impacts. It has also been suggested that this and other fish

55 Sea mount description taken from: Baker, C.M., Bett, B.J., Billett, D.S.M and Rogers, A.D. (2001). An environmental
perspective. In: (Eds. WWEF/IUCN). The status of natural resources on the highseas. WWF/IUCN, Gland, Switzerland.
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species use seamount habitats as a nursery area. Furthermore, seamounts may be targeted by mining
companies for ferromanganese crust and polymetallic sulphides in the future. Seamounts generally support
communities of high diversity and/or high productivity, consequently any physical impact of mining
activities could be devastating.

198.  Chile has identified seamounts as an important marine habitat in its National Biodiversity Strategy
and Action Plan. The project will provide the opportunity to provide legal protection of seamounts by
establishing MPAs in two of the main seamount clusters found within Chilean territorial waters. This is
the first attempt to establish MPAs in oceanic areas in Chile, the HCLME in general and one of the few
current attempts at protecting this habitat type globally. The experience and knowledge to be developed in
the selected pilot sites will be crucial for the protection of marine biodiversity in the HCLME as it will
develop tools and procedures for management of these areas in close collaboration with the industry that is
currently exploiting these seamounts.

199.  An additional innovative aspect of this pilot is the assessment of seamounts as indicators of global
changes in marine environments. The selected seamounts are located in the outermost influence areas of
the Humboldt Current System and have been proposed as potential early warning sites for impacts of
global climate change. Environmental and fishery information to be gathered at the pilot seamounts will
be related to that of more coastal sites that will be systematized in the ecosystem monitoring program
(EMP) to be developed for the HCLME in Output 2.1. This will allow assessing the role of seamounts as
potential indicators of global climate change processes in general and as early warning systems for the
HCLME in particular.

200. The seamounts that have been selected are: “Bajo O’Higgins” in Central Chile and the Juan
Fernandez Archipelago over 500 nm offshore. Bajo O’Higgins is likely to be subjected to the influence of
the OMZ system and should, therefore, present special adaptations to low oxygen habitats. Juan Fernandez
is outside of the coastal upwelling zone, but possibly linked to the Coastal Transition Zone, which is the
region connecting the productivity of the upwelling zone to oceanic regions.

201.  As part of the process for the establishment of MPAs in the selected sea mounts, the project will
bring together relevant national and international experts to gather and analyze the available information
for sea mounts in Chile. Critical information gaps will be identified and international experts will be
subsequently engaged to design the appropriate methodology to do a first biodiversity baseline survey,
including evaluation of species and biological community diversity, for the two selected sea mounts.

202.  From these surveys, the two new MPAs will be mapped, their areas calculated and preliminary
zoning proposed. The biodiversity evaluations will help define the PA category to be assigned for each
area and inform the development of the areas’ management plans, including the plans’ conservation
objects and targets, procedures for PA functions and a financing plan. These plans will include
institutional roles and responsibilities, an agreed on zoning proposal, M&E plans, and finance plans with
costs & revenue options defined. Coordination and synergies on funding mechanisms will be sought with
the GEF-SNAP project that will develop a financial framework for protected areas. The final approval
process for the establishment of the new MPAs depends on the results of Output 3.3, which will develop
the necessary framework for the establishment of oceanic MPAs in Chile. Once completed, the MPA
approval process will be finalized and implementation of the new MPAs will begin.

203.  Preliminary dialogue has been carried out with the fishing industry that operates in these areas and
they have expressed interest in contributing to the protection of sea mounts and their resources, and
perhaps to supporting a monitoring and protection system based on the vessels that fish in these areas.
Clearly, monitoring and protection of these MPAs cannot be entirely based on the users of these areas and
resources. It will thus require the development of other viable supervision and enforcement instruments
for the relevant Government Authorities. The Project will work to develop these instruments with the
Government, industry and other stakeholders as well as explore options with other partners who may have
developed appropriate technologies to support monitoring of oceanic areas.
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204. The biological, fisheries and socio-economic diagnostic studies undertaken will feed into the
EDA, and information and conservation awareness campaigns that target the fishing industry currently
operating in these sea mounts and other involved stakeholders will be developed as part of the efforts in
Output 1.4.

Output 4.2 Management tools developed and implemented for three representative pilot sites of
the System of Guano Islands, Isles and Capes and the Paracas National Reserves

205.  This Output will implement a pilot project in the RNSIIPG to build the base of experience and
management tools that will support and inform the RNSIIPG Master Management Plan to be developed in
Output 3.2. The pilot seeks to demonstrate best practice, effective management, governance models and
threat abatement tools at selected sites. From the experience built in three very different sites, management
models will be generated for up scaling to the entire RNSIIPG and to be applied for other MPAs to be
established in the future in Peru.

206. The three sites were selected because they represent important ecological processes and face
increasing pressure and risk from a number of important developments taking place in coastal Peru. As
demonstration projects, the pilot sites will serve to develop management strategies and threat mitigation
tools that can be replicated to protect other sites that are affected by the same pressures.

207.  These pressures include aquaculture concessions that are being established along the whole
Peruvian coast by private companies or artisanal fisher groups, mega-development projects such as natural
gas plants, mega-ports associated with projects such as IIRSA — the South American Regional
Infrastructure Integration Initiative and international airport facilities that are increasing along the coast.
They also include hydrocarbon (oil and gas) extraction which is an emerging threat for coastal areas in
Peru. 2D and 3D seismic surveys for gas prospecting consist of hundreds of thousands of charges
detonated on the surface along extensive transects, that can severely impact marine species over very large
areas, particularly fish and marine mammals. If and when gas or oil are extracted, there is also always the
risk of spills from platform or tanker accidents.

208.  The three pilots selected will provide lessons on how to best manage the above mentioned threats
and will put in place structures and practices for threat mitigation whilst levels are still relatively low and
biodiversity conservation status high (see Section IV Part V for more details). Two of the three pilot sites
(Punta San Juan and Lobos de Tierra Island) were selected from between the islands and capes that form
the RNSIIPG and the third one is one of the two island groups (the Ballestas Islands) that will be annexed
to the Paracas National Reserve:

209. The Lobos de Tierra Island is an important breeding and nursing site of endemic species typical
of the mix of the cold waters of the Humboldt Current with warmer tropical waters that occurs in this area,
and faces progressively increasing scallop seed extraction by the aquaculture industry. Growing pressures
from oil and gas concessions in the continental platform and phosphate exploration and future extraction
processes in the adjacent Sechura bay are also of concern.

210. Punta San Juan is the most important upwelling site in the HCLME and breeding site for many
important threatened species such as the Humboldt penguin and the South American fur seal and sea lion.
Emerging risks at this site are projects of a (i) new southern inter-oceanic highway connecting Peru and
Brazil, (ii) the construction of the largest petrochemical industry in the country and (iii) the building of a
large-scale industrial shipping port within the next five years.

211. The Ballestas Islands are the focus of the only existing significant Peruvian touristic coastal
industry, generating millions of dollars in income for the surrounding communities and the country.
Pressure from tourism to these Islands and the threatened species living in them, will soon increase
significantly, as there are nine new hotel development projects that will multiply several times the existing
hotel infrastructure in the area. A few kilometers away, in the town of Pisco, another large petrochemical
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industry will be built, Liquified Natural Gas (LNG) products (Diesel oil, Propane and Butane gas and Jet
fuel) are being produced and shipped and another mega-port project could be developed during the
Project’s life.

212.  For each location, site level management plans will be developed with objectives, zoning and
procedures for PA functions at each of the pilot sites. To implement these plans, inter-sectoral
Management Committees will be established, to enable regulation and management of economic activities
within the multiple use areas of the pilot MPAs. To evaluate the management effectiveness of the MPAs
being established, a M&E system that includes biological, socio-economic and governance indicators, will
also be developed. This system will be integrated to the ecosystem monitoring program (Output 2.1) to
enable assessments of impacts of larger-scale or regional processes and to inform future pilot upscaling
processes.

213. Threat abatement tools to be developed in the three pilot sites during the Project will serve to
prevent or mitigate the impacts of these important development processes and to be replicated in other
areas exposed to similar risks. These tools may involve, for example, for increased maritime traffic
resulting from mega-port construction: the definition and agreement on navigation routes that minimize
the probability of maritime accidents resulting in oil spills that may impact the MPAs. For increased
tourism pressure: estimations of the sites’ tourist carrying capacities, definition of public use strategies and
infrastructure that minimize the impacts of tourists on local wildlife populations and habitats. For oil
exploration and extraction: coordination with the companies so that the timing and location of their
activities and the technologies they use, result in lower impacts on local species and habitats. These tools
will also be part of the local Management Plans, and will thus be validated by the local community and
PA authorities. They should increase protection to biodiversity in the pilot sites and also over time to the
entire reserve, as they seek to reduce the risks posed by the many large scale projects happening in the
HCLME.

214.  This output also includes the definition of a long-term business and investment plan for each site
that determines recurrent cost estimates for wages, services, and maintenance. The finance plans should
take a long-term view and aim to generate revenues or in kind contributions and services to support the
running of the MPAs. Its aim should be to achieve financial self-sufficiency, or close to it, for the MPA by
reducing dependence on annual subsidies. The plan will thus, determine the sources for funding recurrent
costs including cost-recovery mechanisms from entrance fees, and service and concessions charges based
on initial proposals developed in the preparatory phase of the project, which include royalties for guano
extraction, research permits, etc. Providing incentives for the private sector, NGOs and communities to
share in the burden of management through effective partnerships is one way to reduce dependence on
revenue subsidies for the PA management and maintenance.

Output 4.3 Management options for the conservation of sea canyons are available for Chile and
Peru
215. Sea canyons have been identified as important global marine biodiversity habitats. Chile and Peru

also recognize their importance, but find that there is still too little known about them that may yet justify
the establishment of MPAs in this habitat type. As such, the Governments of Peru and Chile have agreed
to include in the Project a number of activities to increase this knowledge: a) identify and locate the main
sea canyons in the HCLME, b) define their importance for marine biodiversity and fishery resources’
conservation, c) assess the feasibility of siting new MPAs in sea canyons in both countries and, d) propose
the management categories that would be suitable for them.
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216.  Submarine canyons are erosional features that cut across the continental slope and, less
commonly, the continental shelf*®. They are steep-sided, V- or U-shaped features that are likely to have
been formed by turbidity currents or sediment slumps, or both. Each individual canyon is unique. They are
characterized by shape, distance from shore, sediment supply and organic matter, flow in the canyons and
sediment type. At the mouths of many canyons, enormous fan-like sediment deposits are found, that are
likely to have been channeled down the canyon by turbidity currents. Canyons form a natural break in the
flow of water along the continental slope and may result in particles such as larvae being transported up or
down canyon, away from their ambient environment.

217.  Canyons accumulate organic debris and can support hotspots of secondary production. Biological
investigations indicate that the biodiversity composition of canyons is quite different from adjacent depths
without canyons. Mobile fauna dominate parts of canyon-dwelling communities, suggesting that in some
cases motility has allowed survival in an unstable sedimentary environment. Alternatively, it may be that
these species are trophic opportunists with the ability to take advantage of the significant source of trapped
organic matter in the canyons. The distribution of canyon fauna is related to sediment type. Flow patterns
in the channels, governed by both internal waves and storms, erode and deposit sediment and result in the
distribution of different feeding modes.

218.  Compared to the surrounding slope and shelf seas, submarine canyons have been shown to have a
higher biomass and diversity of commercially important species such as lobsters, crabs, shrimp, flounders,
and hake. This is primarily because of the availability of a wide variety of substrate types, providing
shelter. Such shelters are frequently used by juveniles, making canyons important nursery grounds. Some
canyons are particularly important for fisheries.

219.  The processes of sediment resuspension have been shown to be far more frequent and much more
intense in some canyons than on the adjacent continental shelf or slope. This increases the opportunity of
particles to adsorb and transport dissolved contaminants from the water column to the bottom sediment.
Canyon systems may well serve a role in pollutant transport to fauna inhabiting these areas. Pollutants that
adhere to fine suspended material may be concentrated in the axis and ingested by the faunal inhabitants,
especially filter feeders, and thus, enter the food web. Possible deleterious effects upon the dominant
canyon fauna, the filter feeders, include increased particle loading. This could instigate tissue abrasion,
smothering or clogging of filtering apparatus or decreased success of larval settlement of sessile species.

220.  Several commercial species are found in high abundance in the heads of submarine canyons.
Fishing methods employed in canyons usually include traps and long-line (baited hooks) gear. Some
submarine canyons with extreme topography may act as harvest refuge for a number of commercial
species and other species on which they feed.

221. To gather and analyze the existing knowledge for sea canyons in the HCLME, a regional
workshop with the participation of world experts will be convened. They will identify important
information gaps that will need to be filled to determine their role as important habitats for marine
biodiversity conservation, fisheries and other extractive activities

222. The Project will provide resources for IFOP and IMARPE to carry out a number of basic field
surveys and to plot the sea canyons that are identified and prioritized during the technical meeting. These
studies will further define the importance of these areas for conservation and fisheries and the current risks
and threats affecting them, and support the processes necessary to determine the feasibility of establishing
one or more sea canyons as MPAs in the HCLME. If these studies support it, at the end of the Project a
report with the detailed justification arguments and suggested MPA categories for the sea canyons that are
identified as important will be ready for submission.

%6 Sea canyon description taken from WWF/IUCN (2001). The status of natural resources on the high-seas. WWF/IUCN, Gland,
Switzerland.
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Output 4.4 Capacity building, awareness & socio-environmental issue management programs
implemented for the relevant authorities and stakeholders in pilot MPA sites
223.  An important factor that limits the success of MPAs is the potential differences with fishers

seeking access to areas that are closed off, to protect especially vulnerable habitats or resources. To reduce
tension around these areas and to strengthen the implementation processes and management effectiveness
of the MPAs to be piloted during the Project, this Output will develop a program targeting the local fisher
communities and relevant authorities at these sites to inform and raise awareness of the potential benefits
of successful MPAs, in terms of rebuilding fisheries resources.

224.  This Output is an important complement to Output 1.4 that seeks to increase knowledge of basic
EBM concepts and tools (this one will focus on MPAs, a cornerstone of EBM) and to Output 2.4 that will
work with fishers and the industry to increase compliance with EBM regulations by raising awareness of
the goods and services healthy ecosystems provide.

225.  This Output will involve the fishers in the design and implementation of the MPAs management
plans, monitoring and other conservation activities. Through this participation they will be able to witness
directly the changes or improvements taking place in the marine areas being protected and the fisheries
resources in and around them. This should help engage the fishers in the MPAs’ conservation efforts,
encourage compliance with the areas regulations and zoning, and help reduce conflicts in the future.

226.  While the above activities will help reduce tension, the project will always need to deal with
conflict over access to resources and areas, particularly, with fishers. To deal with these issues, specialized
workshops to develop capacities for managing and resolving socio-environmental issues will be carried
out. These workshops will be targeted towards specific resource use groups and relevant authorities.

Project Indicators Risks and Assumptions

Project indicators

227.  The Project has developed a set of outcome indicators, which are presented in the project's logical
framework along with baseline and target values, and sources of verification. These indicators are
summarized below.

Intervention Indicators

OBJECTIVE:  Ecosystem
based management in the
HCLME is advanced through
a coordinated framework that

provides  for improved
governance and the
sustainable use of living

marine resources and services

Agreement on and understanding of the ecosystem-level issues of the HCLME as
they relate to management of living marine resources (LMR) and biodiversity
conservation

Increase in the % of fisheries management decisions that are based on integrated
information on multi-specific criteria and multi-disciplinary parameters, including
natural and ENSO-related variability

Increased area of priority coastal, coastal-marine and marine habitats in Peru & Chile
that are under some form of legal protection that contributes to biodiversity
conservation

Increase in the number of certifiable fisheries

% increased awareness in identified target groups, of the benefits of applying EBM

Outcome 1: Planning and
policy instruments for
ecosystem-based

A Strategic Action Program (SAP) developed based on up- dated ecosystem
information and with an EBM approach is approved by both countries at the highest
levels

National Action Plans (NAPs) developed within the SAP framework and approved in
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Intervention

Indicators

management (EBM) of the
HCLME are agreed and in
place at regional and national
levels

each country

% of the priority actions identified in plans that have secure financing: at (a) regional
level in SAP; and (b)national level in the NAP

Existence of short, medium and long-term targets for marine & coastal habitat
conservation

Number of sectors represented and level of officials that participate in the national
inter-sectoral committees

Outcome 2:
Institutional capacities
strengthened for SAP

implementation and for up-
scaling pilot interventions to
the system level

% of effective information exchanges in protocols defined within the framework of
the Ecosystem Information System (EIS)

% of staff profiles and procedures that are aligned with EBM in key institutions (i.e.,
CONAMA, MINAM, SUBPESCA, Vice-Minist. de Pesqueria)

Key institutions (CONAMA, SUBPESCA, MINAM) have the capacities and internal
processes to prioritize the creation of new MPAs and to manage them effectively

Procedures defined and adopted to promote good fisheries practices and improve
market competitiveness within the framework of the HCLME

Improved understanding of the benefits of ecosystem goods and services of artisanal
fisher representatives that participate in fisheries fora (as a proxy indicator of
potential compliance with regulatory frameworks)

Outcome 3: Implementation
of priority MPA & fisheries
management tools provides

knowledge of options for
enhanced  protection  of
HCLME and SAP
implementation

Advances in adopting EBM for the shared anchovy stock as measured by the
increase in agreed on and coordinated program of activities

Adoption of coordinated management measures for the shared stock, such as
closures, quotas and exclusion areas

Increase in hectares of the coastal-marine interface under improved management -
measured by RNSIIPG Master Plan and the tools for monitoring and management
effectiveness measurement.

Identification of equivalency in conservation management options (PAs) for coastal
and marine environments in both countries

Number of best management practices developed in the project pilot sites that are up-
scaled to other protected arecas

Outcome 4: Implementation
of pilot MPAs that underpin
ecosystem conservation and
resilience

Increase in management effectiveness of the pilot MPAs measured: a) in Peru with
Management Plans, b) with the Declaration of the area in Chile ¢) Management
effectiveness tracking tool (METT)

Reduction in the incidence of illegal extractive activities in restricted areas
established in the management plans of the RNSIIPG pilot sites.

% management costs of the pilot areas protected that have secure financing: a)
RNSIIPG pilots and b) Seamounts

Ecosystem-based management strategy for sea canyons agreed on by the relevant
stakeholders

Populations of flagship species at pilots (Species will be selected in yr 1)

Risk and Assumptions
228.

The risks relating to the project have been evaluated during project preparation, and risk

mitigation measures discussed and internalized into the design of the project. Six main risks have been
identified, and are summarized below along with the measures included in the project design for
mitigation. Other assumptions guiding project design are elaborated in the Logical Framework. The
project rests on assumptions that imply the continued political and economic stability of the country as
well as the continued commitment expressed by the national government to continue to work together to
advance towards a ecosystem based management of the HCLME. It is estimated that the risks of not
verifying these assumptions are low to moderate.
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Risk

Response measure

Changes in
administrations in
both countries affect
the continuity of the
SAP development
process

LM

The Project contributes to the achievement of established national strategies (BD,
others) and as such continuity of support between administrations is likely.
Moreover, from the outset efforts will be made to raise the awareness of key
stakeholders and stakeholder groups regarding the importance and relevance of the
project objective. Existing cooperation mechanisms will be strengthened such as the
IFOP-IMARPE Agreement) and through the EDA other technical cooperation
mechanisms will be developed thereby increasing continuity of actions across
administrations.

Prioritization of
development
objectives limit the
effectiveness of
efforts for ecosystem
protection

In both countries it is now State policy to prioritize goals related to environmental
protection. Peru has recently established its Ministry of the Environment and Chile
is in the process of doing so and the issue is already under consideration by their
Congress of the Republic. It is noted that in Chile, prior to the creation of the
Ministry, the Director of CONAMA has ministerial status and a Minister of the
Environment has already been appointed. Therefore there is increasing recognition
of the need for multi-sectoral platforms to address the range of impacts on key
habitats.

The current
commitment to
cooperate between
both countries is
diminished

The preparatory process for this project has evidenced highest level, inter-sectoral
support for this project, and key agencies in both countries have closely led the
design of the intervention. Both countries have affirmed that the project creates a
unique platform for cooperation and for advancing in areas of common interest that
have been identified as well strong opportunities for cross-fertilization of national
experiences (eg Chile’s work with marine-coastal MUMPas can contribute to the
development of the RNSIIPG). There is, moreover already a tradition of close
cooperation as evidenced by the existing initiative for exchange of information for
management of the shared anchovy stock, upon which this project builds upon.
Similarly, participation in APEC and in the emerging RFMO promotes cooperative
work strategies. UNDP has put in place a suite of additional monitoring activities to
oversee this risk.

Limited will to share
information between
institutions in public
and private sectors at
national and bi-
national levels.

A framework for information exchange between IFOP and IMARPE already exists
which will be replicated and/or strengthened. This will be complemented by the
active participation of scientific (both public and private) and academic sectors in
the project. In addition, through the establishment of MoEs information flows will
be streamlined.

Additionally, in Chile a law on administrative transparency already exists which
determines that all information must be made publicly available. All studies
undertaken, for example by IFOP and SUBPESCA are on their respective websites.

Finally, as the private sector becomes more aligned with the project objective, it is
expected that stronger commitment to the principle of corporate responsibility will
ensue. Moreover, both countries are part of the RFMO negotiations wherein both
countries are advocating for the inclusion of the ecosystem approach. In both cases
there has been ample and representative participation by private sector groups,
which is generating a new attitude.

Financial
sustainability of
MPAs established
under the pilots is
weak —

Chile is developing a financial framework for the PA system at a national level in
which a range of potential resource generating mechanisms will be explored that
could be applied to marine areas. Given high costs associated with effective
protection of high sea seamounts the project will develop a strategy for optimising
the use of existing regulations such as on-board tracking system (VMS), and
onboard observes to reduce costs and also partner with the private sector to share
the cost burden & it will also include actions to promote greater understanding of
productivity benefits that should create incentives for private sector participation. In
Peru options studies undertaken in the preparatory phase indicate good potential for
developing various resource streams that can provide sound financial support for the
MPAs to be established.
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Risk Response measure

The economic crisis M | Efforts will be made to position the project within key government institutions so

could reduce that priority is assigned to the activities agreed upon within its framework.
institutional Additionally, most of the activities supported by the public sector in the project are
budgetary allocations already high priority for relevant institutions, such as stock assessments.

and the capacity to
participate in the
project

M= medium; L=low

Incremental Reasoning

229.  Under the baseline scenario, both Chile and Peru will advance some interventions that seek to
address the issues that currently threaten the HCLME but these will largely focus on socio-economic
concerns and lack the systematic, comprehensive approach required for EBM. Actions for EBM are
unlikely to receive adequate, financial, technical, and institutional support.

230. In the absence of a strategic framework based on regional and national agreement on priority
issues for EBM of the HCLME, sectoral development along the seaboard and ocean activities in both
countries will continue to focus on national issues and short-term interventions that do not take into
account linkages at the ecosystem level. This includes fisheries management that, although well-
established in both countries, currently defines sustainable catch levels based on mono-specific stock
assessments, seeking to maximize income from the stock. Continued institutional capacity weaknesses,
dispersed and poorly integrated management systems and tools will further constraint the adoption of
fisheries management decisions that incorporate multi-disciplinary considerations or the inter-
relationships of HCLME subsystems and trophic linkages. This will further hinder the adoption of EBM
and increase pressures on fisheries stocks and their vulnerability to climate change. The result will be
increased loss of ecosystem resilience that will affect fisheries as well as biodiversity of global
significance.

231.  Protected area operational guidance and management approaches in both countries will continue
to be largely based on terrestrial PA practices that are deficient for the specific challenges of marine and
coastal biodiversity conservation. The role of MPAs in coastal and marine in EBM will continue to be
poorly explored and the current under-representation of coastal and marine habitats in Peru and off-shore
marine habitats in Chile will continue. Advances towards national conservation targets will be sub-optimal
and contributions towards the conservation of biodiversity of global significance will be limited.

232.  Pressures to the HCLME will continue to increase, further threatening the viability of fisheries
and putting in danger the significant national benefits that are incurred from this sector and eroding natural
capital of the HCLME. The opportunities for supporting Chile and Peru in the protection of the HCLME
at a time when pressures are still relatively low would be lost

233.  In the alternative scenario the SAP and NAP process will put in place the foundational capacities
to advance EBM and identify priority issues that require targeted investments and reforms to protect the
HCLME-LMR. This will enable the more strategic allocation of resources thereby increasing
effectiveness of national investments and increasing their contributions to the capture of national and
global benefits. Within this planning process the development of the NPASP and the vision for a future
network of MPA along the HCLME will set the stage for incorporation of additional areas under various
management categories thus protecting the long-term resilience of this ecosystem and key species such as
trans-zonal and highly migratory fish and cetaceans and significantly increase the ecosystem
representativity of the countries PA estates.
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234.  Strengthened institutional and individual capacities for EBM and PAs and the provision of
effective management tools and practices, will improve the capacity of Peru and Chile to conserve
globally significant biodiversity and will allow the countries to make strategic decisions regarding the
allocation of human, financial and technical resources to ecosystem management. Development and
testing of successful PA management models that include threat abatement and contingency plans will
provide direct protection to areas that are currently unprotected and that harbour globally significant
biodiversity. The lesson learnt will be replicable to other areas along the coast in Peru and other
seamounts in Chile thereby increasing the potential for future expansion of the estate and increased
protection to globally significant habitats and species.

235.  Increased understanding of system variability (temporal, spatial and biological production) will
advance global knowledge of climate change impacts at a global level and the development of appropriate
management responses to increasingly frequent ENSO events, their impacts on abundance and distribution
of fish stocks, the resulting challenges for fisheries and biodiversity conservation management, and the
negative social and economic and human health consequences (see Section II for more information on the
GEF increment).

Expected global, national and local benefits

236.  The successful delivery of the above mentioned Outcomes is expected to result in increased
protection of fish stocks and coastal & marine habitats of recognised global significance. Regional
agreement on priority trans-boundary and ecosystem issues will enable development of policies and plans
for EBM and this together with regional agreement on governance reforms will lay the foundation to
address priority TB/ecosystem issues and facilitate inter-sectoral coordination of threat abatement.
Adjusted National Protected Areas Plans will set the short, medium and long-term targets for marine &
coastal habitat conservation and enable the reduction of marine and coastal ecosystem conservation gaps
in the mid to long term (Baseline Chile 1%, Peru <1%,; national policy targets 10% of relevant habitats).
Increased national financial commitments for critical actions for EBM including MPA financing strategies
and pollution abatement, will enable long term compliance with biodiversity conservation (BD) targets
and assures effective operations of 5 new MPA.

237. These previously unprotected habitats (Guano Isles, Islands, Capes, and seamounts) will be
brought under protection and effective management in new MPA thereby will increase conserved seascape
and coastal habitats by 28,444 ha in Peru and 8,300 ha in Chile. An ecosystem-based management strategy
for sea canyons will be agreed on by the relevant stakeholders making feasible the creation of MPA for
canyons. The new MPAs and the defined and tested management models will provide lessons for
replication across larger seascapes. This will be effected by through Outcome 3 by the RNSIIPG Master
Plan increasing the marine/coastal interface in Peru under effective management from: 216,409 to 395,867
ha coastal; 118,591 to 130,491 ha marine; and in Chile by new fishing regulatory frameworks for
Vulnerable Marine Ecosystems (VME) increasing protection to 118 seamounts over an estimated at
507,400 ha. Similarly agreed on and coordinated program of activities for the shared anchovy stock will
enable the adoption of coordinated management measures, such as closures, quotas and exclusion areas
and future advances EBM in the HCLME

238. By bringing about these processes and responses, pressure to biodiversity and LMR will be
reduced and status improved as follows: (i) protection of key habitats and the reproductive sites for
flagship species including a number of globally significant flagship species such as highly endemic fauna
in seamounts and the last important remaining populations in Peru of of Pinnipeds (the endangered South
American fur seal — Arctocephalus australis and the vulnerable South American sea lion — Otaria
byronia), the highly endangered Humboldt penguin (Spheniscus humboldtii) and Peruvian diving petrel
(Pelecanoides garnotii), many other vulnerable species of seabirds and shorebirds and, often, the
endangered Humboldt otter (Lontra felina); (ii) compatibility of fishing pressures in adjacent sea with
biodiversity management goals; (iii) management of threats such as fisheries (by-catch, stress from
reduced food availability, (iv) provides increased security for movements across seascapes.
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Country Ownership: Country Eligibility and Country Driveness

Country Eligibility

239.  Both countries are eligible is eligible for funding under paragraph 9(b) of the GEF Instrument. In
addition, Chile ratified the Convention on Biological Diversity on 9 September 1994, and Peru ratified it
on 30 April 1993. The Project is fully consistent with the respective national vision, policies and
strategies to protect biodiversity. Additionally, the Project responds to elements of the CBD-COP 7 Work
Program for Protected Areas.

Link with National Strategies

240.  Chile committed, in its 2001 Environmental agenda and the National Biodiversity Strategy and
Action Plan (2002), to the conservation of 10% of terrestrial and aquatic ecosystems of the country,
including coastal and marine ecosystems. In 2005 the Decree on Marine Parks and Reserves was issued,
which regulates protected areas management and more recently it has defined a National Protected Areas
Policy that seeks to bring its disparate subsystems under a consolidated framework. More recently, work
with TNC was undertaken on the definition of priority areas for conservation that includes seamounts and
river mouths. The commitment of the GoC to supporting the strengthening of the PA’s coverage is further
exemplified in the National Biodiversity Strategy and Action Plan of Chile (2002), which specifically
flags the establishment of marine and coastal protected areas in the country as a priority

241.  For its part, and given the priority assigned to adequate environmental management of the
country’s significant natural endowment, the Government of Peru created the Ministry of Environment
(MINAM)*’ on May 13, 2008, thereby elevating the hierarchy of the country’s environmental authority.
Under its aegis, a new institution in charge of the management of the National System of Protected Areas
(SINANPE) has been created, the National Natural Protected Areas Service (SERNANP). Protected areas
are a cornerstone of the country’s efforts to provide for the effective protection of its biodiversity, in
keeping with national priorities. Within this framework, Peru seeks to promote the sustainable use of
aquatic and coastal resources and therefore has issued the relevant norms for the protection of marine-
coastal biodiversity, as provided for in the recently approved Law’® for the establishment of the System of
Guano Islands, Isles and Capes. This responds to both the Peruvian National Biodiversity Strategy and the
Law on Natural Protected Areas which call for increased coverage of marine and coastal species and
ecosystems.

242.  Both countries’ fisheries strategies recognize the need for ecosystem based management of
fisheries. The project will also support priorities at the regional and global levels. The goals of
establishing marine protected areas and the sustainable uses of coastal resources and living marine
resources (LMR) are consistent with the Convention on Biological Diversity Jakarta Mandate and
Protected Areas Programme, and WSSD targets related to both fisheries and protected areas.

243.  The project also falls clearly within priorities at the regional and global levels. For example, the
global study of marine protected areas edited by the Great Barrier Reef Authority, the World Bank and
TUCN (1995) highlights the absence of marine protected areas in the eastern south Pacific and encourages

> MINAM will concentrate and organize many of the responsibilities for environmental management, which until
now had been shared by more than a dozen agencies including the National Council for the Environment (CONAM),
the National Institute of Natural Resources (INRENA), the General Directorate for Environmental Health (DIGESA)
and sectoral environmental agencies. Furthermore, a new environmental enforcement agency has been established
under the Office of Evaluation and Environmental Enforcement (OEFA), and the National Service of Protected
Areas (SERNANP) has been created as an independent agency under MINAM.

* Law N° 28793 of 2006
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their development. In addition, to expanding the coverage of protected areas to oceanic spaces in Chile
and to the entire length of the Peruvian coast, the project will also facilitate their replication and
harmonization, thus laying the foundations for a coordinated network of PAs in the Humboldt Current.
The goals of establishing marine protected areas and the sustainable uses of coastal resources are also
consistent with the Jakarta Mandate of the Convention on Biological Diversity and the proposed project
will help both countries to meet their obligations under this international mandate.

Coordination with other Projects

244. In Chile there are two GEF projects that have strong linkages with this proposal. The project,
Conserving Globally Significant Biodiversity along the Chilean Coast, has set the bases for establishing a
network of coastal and near-shore marine protected areas that integrate development and conservation
objectives, and is addressing a suite of specific barriers that impede this solution. This effort will be
complemented by a second project Building a Comprehensive National Protected Areas System: A
Financial and Operational Framework which will provide a financial and operational framework for a
consolidated protected areas system in Chile in which the marine areas would be nested. The HCLME
project will coordinate with these two initiatives both in terms of providing a broader seascape focus to
Chile’s marine and coastal-marine areas, as well as by replicating lessons, practices and tools developed in
support of Peru’s marine protected areas.

245. In Peru, a GEF-WB project Strengthening Biodiversity Conservation through the National
Protected Areas Program aims to strengthen the capacity for strategic analysis and management of
protected areas under a decentralized management framework. This project will strengthen the
overarching institutional framework for protected areas in Peru, including the establishment of a
specialized unit for marine and coastal areas within SERNANP that will facilitate the expansion of the
MPA system in the future. In order to foster synergies between the GEF-WB and the HCLME projects,
extensive consultations were undertaken during the preparatory phases of both projects. As a result of
these efforts, both projects were designed to ensure full complementarity between the activities envisaged
under each. This is detailed in the Coordination framework in Section IV Part II. This coordination will
continue during implementation of the projects, through formal mechanisms to be defined.

246.  Both Peru and Chile are also participating in the global UNDP project, Building Partnerships to
Assist Developing Countries to Reduce the Transfer of Harmful Aquatic Organisms in Ships' Ballast
Water (GloBallast Partnerships). Work under this global initiative will be integrated to the EDA process
within the HCLME in order to complement it and arrive at a more comprehensive understanding of the
range of potential threats to the ecosystem’s integrity.

247.  Finally, given the similarities between HCLME and the Benguela Current, a counterpart eastern
boundary upwelling system, consultations and exchanges will be undertaken to benefit from the
BCLME’s experience. Already during the preparatory phase an exchange was facilitated through
IW:LEARN which enabled two government representatives from each of the HCLME countries to visit
the BCC, interview with a wide range of stakeholders, and derive lessons that can be applied to the
development of the SAP for the HCLME.

Sustainability

248. By adopting and promoting an ecosystem-based approach for management of natural resources
along the entire span of the Humboldt Current, the project is laying the bases for long-term ecological
sustainability. From a fisheries perspective, this initiative will increase the capacities, information and
understanding required to progressively advance towards multi-disciplinary approaches that take into
account the complexities and interrelationships of HCLME subsystems as well as trophic linkages
between productivity and resilient inter-species relations, and the dynamics between species diversity and
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abundance, volatility, and potential economic losses. Such approaches, which transcend more limited
management approaches exemplified by mono-specific stock assessments, are better able to ensure that
there is adequate stewardship of both stocks and associated biodiversity, and that both are maintained at
sustainable levels. In addition, EBM approaches will also strengthen efforts at improving fishing practices
to reduce by-catch.

249.  Ecological sustainability will be further enhanced through the establishment of marine and
marine-coastal PAs that are nested in the respective national systems of protected areas. In addition, the
project includes development of a plan to establish the foundations for the future development of an MPA
network for the HCLME that will increase critical habitat coverage at the ecoregion level, complementing
the national MPA Systems’ coverage and further safeguarding this globally recognized ecoregion (WWF
Global 200). This plan will be based on the development of compatible MPA frameworks between both
countries including the definition of equivalent or compatible management categories, and the
identification of critical differences and gaps that need to be addressed to develop effective and
compatible marine biodiversity conservation strategies. This work will be underpinned by efforts to
increase, and build the business case for, the importance of MPAs as a fisheries management tool. As a
result of this project, a common language and vision for MPA management, and increased understanding
of the role of MPAs for biodiversity and fishery resource conservation will be developed among countries
and sectors. This should facilitate not only the sustainability of established MPAs but also assist the
process of establishing other MPAs in the future to ensure there is adequate coverage for all critical habitat
types in the HCLME.

250.  From an institutional standpoint, the project assigns importance to strengthening the capacities
and skill sets of key agencies for the management of marine and coastal MPAs as well as for fisheries
management based on multi-specific assessments in order to provide the adequate institutional structure
and competencies to ensure long-term sustainability of the new management approaches being advanced.
Output 2.2 specifically supports a comprehensive capacity building strategy to define the institutional
development plans and restructuring needed for future SAP implementation as well as for upscaling the
pilot development and upscaling processes.

251.  Financial sustainability of the proposed project is addressed at two levels. At a systemic and
national level, both the SAP as well as the associated NAPs will define funding requirements for the
priority interventions, and identify both actual as well as potential financial sources. In terms of the pilot
projects, these will specifically develop long-term financing strategies that build upon both State resources
as well as resources from private sector, such as the tourism or maritime transport sectors. Thus the
RSNIIPG pilot will include long-term business and investment plans for each site that include
development of different scenarios for recurrent cost estimates for wages, services, and maintenance and
the identification of sources for their funding and piloting of different revenue generating options.
Providing incentives for the private sector, NGOs and communities to share in the burden of management
through effective partnerships would also be explored as one way to reduce costs and dependence on
revenue subsidies for park management. Similarly, in the case of the sea mounts pilot, participation by the
p