CHAIR’S SUMMARY CONCLUSIONS OF THE

SECOND SENIOR OFFICIALS MEETING (SOM)

FOR THE TENTH APEC MINISTERIAL MEETING

18 - 20 JUNE 1998

KUCHING, SARAWAK

MALAYSIA

1.
The Second Senior Officials’ Meeting (SOM) for the Tenth APEC Ministerial Meeting was convened in Kuching, Sarawak on 18-20 June, 1998.  Senior Officials from Australia; Brunei Darussalam; Canada; Chile; the People’s Republic of China; Hong Kong, China; Indonesia; Japan; the Republic of Korea; Malaysia; Mexico; New Zealand; Papua New Guinea; the Republic of the Philippines; Singapore; Chinese Taipei; Thailand  and the United States participated in the meeting. Representatives from the three Members-designate namely, Peru, Russia and Vietnam also attended the meeting.   The Chairs of the Committee on Trade and Investment (CTI), SOM Sub-Committee for  ECOTECH (ESC) and the Budget and Administrative Committee (BAC) were  present.  The APEC Secretariat also attended. The representatives from the PECC, SPF and ASEAN Secretariat were present as Observers.  The list of delegates appears as Annex A.

2.
The Meeting was chaired by Mr. Abdul Razak Ramli, Director of APEC Affairs, Ministry of  International Trade and Industry, Malaysia.

I. CHAIR’S OPENING REMARKS

3.
In his opening remarks, the Chair welcomed APEC Senior Officials to Kuching, the capital of Sarawak which is  the largest state in Malaysia and home to the world’s oldest rainforest, with its complex and diverse ecosystems.  The Chair recalled that Sarawak’s association with APEC dates back to 1989, when ASEAN at its Joint Ministerial Meeting deliberated on its participation in APEC.

The Chair introduced the Honourable Datuk Abang Abdul Rahman Zohari, Sarawak’s Minister for Industrial Development.  In his welcome address, the Minister outlined the State Government’s development objectives and strategies aimed at attaining economic growth and sustainable development in Sarawak.

II.
ADOPTION OF THE AGENDA

5.
The draft agenda was approved, and is attached as Annex B.
III.
BUSINESS ARRANGEMENTS

6.
The Chair briefed SOM on the arrangements for the Senior Officials Meeting.
IV.
TRADE AND INVESTMENT LIBERALISATION AND FACILITATION

A. Early Voluntary Sectoral Liberalisation (EVSL)

7.
SOM recalled the instructions of Ministers and Leaders in Vancouver on EVSL and agreed that further development of the sectors would be facilitated by the decisions and guidance from Trade Ministers at their meeting in Kuching.  SOM reaffirmed that flexibility remains a critical issue which should be resolved in order to enable finalisation of agreements/arrangements by September.   SOM agreed that the final agreements/arrangements comprising all three elements of liberalisation, facilitation and Ecotech in each of the sectors be endorsed in their entirety at the November Ministerial Meeting.  SOM further agreed to recommend that Ministers consider in November appropriate actions to expand participation beyond APEC and, where appropriate, for incorporation into the WTO.

B.
Individual Action Plans (IAPs)

8.
SOM reaffirmed that the IAPs remain a key instrument for achieving APEC’s trade and investment liberalisation and facilitation goals.  SOM reiterated the importance of  continuous improvement, implementation, review and consultations on IAPs.

9.
SOM recalled the decision of SOM I in Penang in February 1998 whereby it was agreed that member economies would submit preliminary plans for improvements and implementation of IAPs for reporting to the forthcoming Trade Ministers Meeting in Kuching.  In this connection, the Meeting noted that to date, 16 member economies have submitted their preliminary plans for advancing IAPs.  In addition, 9 of them indicated in their respective IAP submissions their responses to ABAC recommendations.   Member economies noted that these are preliminary plans and the revised IAPs to be submitted in the later part of this year will reflect in full the improvements and the implementation undertaken by member economies.  Member economies' preliminary plans appear as Annex C.  

10.
SOM noted that member economies remain committed to improving their IAPs despite the current financial turmoil and economic difficulties faced. SOM agreed that improvements to IAPs is a continuous and progressive process and due regard should be given to enhancing transparency and taking into account ABAC’s  recommendations to improve IAPs in terms of value-added, transparency, specificity and commitment to action.  SOM also agreed that the implementation of IAPs would be important to demonstrate tangible results and the credibility of the IAPs.  SOM further encouraged member economies to record in their IAPs financial sector reforms and other measures taken in response to the financial instability situation.

11.
SOM congratulated Malaysia for holding the peer review on its IAP at the margins of SOM II.   SOM welcomed Korea’s offer to volunteer its IAP for peer  review at the margins of SOM III and encouraged others to do likewise.  SOM noted that the peer review process is a constructive exercise which would enhance transparency and assist members in their efforts to further improve their IAPs.

12.
SOM welcomed the reports by Members-designate on progress in developing their IAPs.

C.
Collective Action Plans/Trade and Investment Facilitation

13.
SOM thanked the CTI Chair for his comprehensive report to SOM on the progress of work which has been tasked to the CTI.   The report of the CTI Chair appears as Annex D.   This report, which will form the basis for reporting to the Trade Ministers Meeting, contains the following:

· Progress report on CAPs, including their  implementation and enhancement;

· Forecast of possible TILF deliverables;

· CTI’s responses to ABAC’s recommendations;

· Work on facilitation aspects of EVSL proposals and horizontal EVSL proposals;

· Study on the Impact of Trade Liberalisation; 

· Work in support of the WTO; and

· Recommendation on multiple entry visas.

14.
SOM took note of the CTI Chair's report.   It endorsed the list of  preliminary TILF outcomes and encouraged the CTI to continue work on  the implementation  and enhancement of  CAPs for 1998.  SOM also encouraged the CTI fora to continue to engage the private sector in their CAP activities so as to ensure that its work remains relevant to the business community.  SOM welcomed the CTI’s intention to review and prioritise its work and structures to ensure identifiable outcomes and benefits.

15.
SOM expressed its appreciation to the outgoing CTI Vice-Chairs from Australia and Hong Kong, China for their invaluable contribution to CTI work.

D.
Contribution to the WTO and Outcomes of the Second WTO Ministerial Conference

16.
SOM thanked the Chair for presenting, on APEC’s behalf, a Statement to the Second WTO Ministerial Conference, which underlines APEC’s commitment to open regionalism and outlines achievements in trade and investment cooperation.  SOM also thanked the CTI Chair, New Zealand and Hong Kong, China for their inputs into the Statement.

17.
SOM expressed satisfaction with the outcomes of the Second WTO Ministerial Conference and  welcomed  the agreement to embark on a work programme which includes the implementation of existing Uruguay Round agreements, the built-in agenda, recommendations concerning other possible future work on the basis of the work programme initiated at Singapore, other matters proposed and agreed to by WTO members concerning their multilateral trade relations.  SOM recalled APEC’s longstanding support for the multilateral trading system and in this context, reaffirmed the importance of the multilateral rule-based trading system and broad-based liberalisation.

18.
SOM noted that APEC work on electronic commerce, services, trade facilitation, competition policy, regulatory reform, investment, government procurement and economic and technical cooperation contributes to support work in the WTO.

19.
In view of APEC’s catalytic role in ITA I, SOM recommended that Ministers call for a successful conclusion of the ITA II, with a balanced outcome that takes into account  interests and concerns of all members.

E.
Others


Study of the Impact of Liberalisation

20.
SOM took note of the progress report presented by Australia on the study on the impact of liberalisation.  SOM noted that the Steering Group has selected the consultant for this study.  To this end, SOM noted that the Steering Group has now refined the focus of the study and developed a two-phase implementation plan.  Phase 1 involves analytical work on the five case studies in various sectors whereas  Phase 2 would involve the development of a strategy to communicate the findings to domestic constituencies.

21.
SOM requested the Steering Group to ensure that the study adopts a balanced approach with regard to the selection of the sectors chosen for the case studies. Inclusion of labour intensive sectors of interest to developing countries could be considered.  In addition, the study should also take into account both the benefits as well as the adjustment costs associated with liberalisation.  The Steering Group was requested to submit a progress report to SOM at its meeting in Kuantan.

V.
ECONOMIC COOPERATION AND DEVELOPMENT

A.
Report of the SOM Sub-Committee for ECOTECH

22.
In his report to SOM which appears as Annex E, the Chair of the SOM Sub-Committee for Economic and Technical Cooperation (ESC) briefed on the outcomes of the two meetings held by ESC since its inception in February.  The Chair further informed SOM that the ESC had conducted an initial evaluation of  APEC's Ecotech activities and identified various issues such as duplication of effort, coordination among fora, result orientation and participation of the business/private sector. SOM reiterated that in drawing up the Ecotech activities of APEC fora, special consideration should be given to the two priority themes of HRD and harnessing technology for the future as well as the enhancement of the involvement of the business/private sector.  SOM further reiterated the need for ESC to take into account in its work, the impact of the current financial crisis.   SOM was of the opinion that the ESC had made commendable progress within the short time span of its inauguration and there was general agreement that the ESC would assume an important role in strengthening and streamlining APEC’s Ecotech Agenda to ensure focussed and credible outcomes.  SOM endorsed the ESC’s 1998 Work Programme as in Annex F, and noted that the specific outcomes expected from ESC this year are:

· APEC Agenda for Science and Technology Industry Cooperation into the 21st Century;

· Skills Development in APEC;

· Next Steps on the APEC Infrastructure Initiative; and

· Progress Report on Sustainable Development.

23.
SOM welcomed the Malaysian proposal on Skills Development in APEC which seeks to provide greater focus to human resources development activities through an action-oriented programme on  skills development in APEC.  It was agreed that greater participation of the business sector in these activities should be encouraged.  It was further agreed that the proposal be referred to the HRD Working Group for comments and the revised proposal be submitted to SOM III for endorsement as the basis for focussed action on human resources development this year.

24.
SOM further agreed to issue guidance to APEC fora on strengthening the management of APEC Ecotech activities and on enhancing the business/private sector participation as recommended by the ESC in line with existing guidelines on non-member participation.

B. Agenda on Science and Technology Industry Cooperation into the 21st Century

25.
The SOM considered the draft APEC Agenda for Science and Technology Industry Cooperation into the 21st Century which appears as Annex G.  SOM noted that the draft paper has been revised by the ISTWG, taking into account inputs and comments from member economies and various APEC fora.

26.
It was agreed that the SOM Chair will further consult with member economies  to finalise the draft paper for SOM III’s consideration and for  submission to the 3rd APEC Ministerial Conference for Regional Science and Technology Cooperation in Mexico in October 1998 for endorsement.  This would be a concrete result for the Leaders Meeting in November. 

C. Emergency Preparedness

27.
SOM was informed that the Inter-sessional Report on Emergency Preparedness as in Annex H has been submitted to APEC Ministers.  The report contains three recommendations, namely:

· to create a framework for longer-term capacity building cooperation for emergency preparedness in APEC;

· to direct all APEC fora to explore emergency preparedness technical cooperation initiatives through information sharing exercises and the establishment of an Internet website; and

· to hold a one-off trade exhibition and seminar to identify needs and solutions unique to the APEC region for alleviating the deleterious impacts of smoke, haze and forest fires.

28.
SOM agreed that the Virtual Task Force would continue to undertake follow-up action on the above recommendations. Australia will work on the establishment of the website. Member economies are encouraged to include participation by appropriate companies to display products related to emergency preparedness at the APEC Trade Fair to be held in Kuala Lumpur in November 1998.  Canada will work on developing a list of voluntary guiding  principles for emergency preparedness.

VI.
ACTIVITIES OF ECONOMIC COMMITTEE
A. Economic Committee Chair’s Report to SOM

29.
SOM expressed appreciation to the Chair of the Economic Committee (EC) for his report on the activities of the EC which was presented on his behalf by Canada.  At its meeting in February 1998, the EC reviewed its work programme based on the outcomes of the Vancouver Ministerial and Leaders’ Meetings.

30.
The EC adopted its 1998 Work Programme which consisted of the following priorities and directions:

· Analytical work in support of TILF and Ecotech;

· Analytical work on the current financial instability;

· Follow up on the 1997 Infrastructure Initiative;

· The FEEEP report;

· Work contributing to the 1998 priority themes; and

· The initiative on Impact of Liberalisation.

31.
SOM  noted that a number of Task Forces and Small Groups were formed to undertake specific projects and activities under the auspices of the Economic Committee.  These include the 1998 Economic Outlook Symposium; the 1998 Public-Private/Business Sector Infrastructure Dialogue; the Infrastructure Workshop; the Small Group on Intra-Regional Migration Trends Study, the Small Group on the Information Society Study and the  Small Group on the Study of Cost and Productivity Trends and Patterns of Specialisation in APEC.

32.
SOM noted that by the end of 1998 the EC would have completed a major portion of its analytical work programme.  The EC, the first APEC forum to have its terms of reference reviewed every two years, will review activities undertaken in the past two years at its second meeting in Kuantan and will make recommendations to SOM III  regarding its future role in contributing to APEC’s overall objectives.

33.
The Report of the Chair of the Economic Committee is as in Annex I.
B. 1998 Economic Outlook

34.
The 1998 Economic Outlook Symposium was held on 16-17 May 1998 in Xiamen, China.  The Symposium focused its discussions on three topics, namely, Impact of the Financial Crisis and Measures to Restore Economic Growth; Knowledge, Technology and Economic Growth; and Financial Crisis and Implications for Economic Research.  On technical cooperation and sustainable development, the theme of the 1998 Outlook will focus on the importance of building innovative capabilities through increased research and development activities.  

35.
SOM noted that the 1998 Economic Outlook would contain an analysis of the current financial crisis and its ramifications on the region and beyond.  SOM was informed that the draft of the Outlook  being finalised will take into account comments and suggestion made at the Symposium and the results of the Finance Ministers Meeting.  SOM also requested economies to provide their individual economic reports or updates to China as soon as possible.  The draft of the Outlook is expected to be presented to SOM III.

36.
SOM welcomed Chile’s offer to  undertake responsibility for the 1999 Economic Outlook.  The Outlook  will focus on assessing the impact of the financial crisis on trade and investment flows and on economic growth.
C. The Impact of Expanding Population and Economic Growth on Food, Energy, and the Environment (FEEEP)

37.
SOM noted that the Economic Committee would be completing a FEEEP report setting out options on possible joint-actions as a deliverable for the Leaders meeting in Kuala Lumpur.  This report would be tabled at SOM III.

38.
The Co-Chairs of the Task Force on Food updated SOM on the progress of work of the Task Force.  The Task Force on Food is in the final stages of preparing possible options for joint actions and will finalise the report and submit it to SOM III in Kuantan through the EC. 
39.
The Co-Chairs informed SOM that the Task Force would have completed its mandate upon submission of its final report.  SOM would have to decide on the mechanism for implementation of the Task Force on Food recommendations.

D.
Infrastructure

40.
SOM took note of the report of the Chair of the Infrastructure Workshop. A report on the Public-Private Business Sector Infrastructure Roundtable  held on 20-22 May 1998 was presented by Chinese Taipei.  The Roundtable addressed four issues, namely declining availability of public sector resources; the impact of the current economic turbulence in Asia for infrastructure development; infrastructure support for sustainable urban development; and infrastructure support for rural diversification and integration.

41.
SOM further noted that the dialogue had made the following recommendations:

· To set up transparent systems to protect investors’ and public interests;

· To provide a network to share experience in developing an appropriate climate for private investment among member economies;

· To offer multi-level training programmes to both public and private sectors;

· To develop or maintain stable regulatory structures to protect and encourage long-term investment;

· To include social equity in infrastructure planning; and

· To involve centres of excellence structured as a “network of networks” in developing guidelines/best practices and sharing infrastructure information.

42.
In discussing the investment climate, particularly for infrastructure, SOM was of the view that this had to be looked at from two perspectives – that of the investor and the receiving economy.  Further, macro-economic stability and predictability were essential aspects of the investment climate.   On this respect, SOM urged the Infrastructure Workshop and other relevant APEC fora such as the IEG to continue addressing these issues.

43.
SOM was informed that Malaysia would host the 1999 Public-Private Business Sector Infrastructure Roundtable.

E.
Other Activities, including research projects

44.
SOM  noted that several of the analytical research projects undertaken by the Economic Committee would be completed in 1998.  These include the Cost and Productivity Trends and Patterns of Specialisation, The Information Society and the Intra-Regional Migration in APEC.

VII. FINANCIAL STABILITY

45.
SOM was briefed by Mr Julian Payne, Canada’s Executive Director to the Asian Development Bank on the outcomes of the APEC Finance Ministers’ Meeting held in Kananaskis, Canada in May 1998.  The briefing highlighted the two broad themes of the Finance Ministers’  deliberations.  These were an assessment of the current economic situation and the policies required to restore financial stability and growth, including measures to strengthen social safety nets to help cushion the impact of the financial crisis on the poor, and the development and strengthening of  financial markets in the region so as to reduce the likelihood of future financial instability. 

46.
Member economies discussed recent international financial developments and the effects on their economies as well as the progress of adjustment programmes being undertaken by them.  SOM acknowledged that the crisis greatly affected member economies and efforts to resolve the crisis should be continuously pursued.  SOM was of the opinion that the financial crisis will continue to be given attention by  Leaders at their meeting in Kuala Lumpur.

47.
SOM took note of APEC’s responses to the financial crisis as described in the APEC Secretariat’s paper in Annex J.  It was agreed that in parallel with the Finance Ministers’ process, other relevant APEC fora could also make important contributions in minimising the impact arising from the financial crisis.  SOM agreed that capacity building is one area where APEC could make a positive move towards minimising the impact of the financial crisis.  In this context, SOM welcomed the proposal by Australia on economic governance capacity building assistance activities through the conduct of a survey of APEC economies and international economic and financial institutions.  This analysis could form the basis for developing a package of Ecotech activities in the area of economic governance capacity building which could be announced by Leaders in Kuala Lumpur in November 1998.  SOM agreed to consider at its meeting in Kuantan a report of Australia’s initial survey, which should take account of work underway in other multilateral fora and reform efforts in some member economies. 

VIII. ELECTRONIC COMMERCE

48.
SOM  commended the Co-Chairs of the Task Force on Electronic Commerce for their assistance in developing and progressing the work on Electronic Commerce as directed by Leaders and Ministers in Vancouver.  The report of the Task Force which provided the status on progress of work underway, and recommendations for advancing work  appears as Annex K.

49.
SOM noted that the Task Force has developed a two-phase work programme.  The first phase involves information exchange and policy dialogue through an exchange of views on 5 key electronic commerce-related themes.  SOM also noted that an APEC Electronic Commerce Task Force Website has been established in order to facilitate the work of the Task Force.  SOM also welcomed the Roundtable discussions organised by the Task Force for purposes of exchanging views among officials and business representatives and suggested that such an approach could be adopted for its future work and activities.  The Co-Chair's Summary of the Roundtable is as in Annex L.
50.
SOM noted that the second phase of the work programme involves exploring  possible common electronic commerce principles and technical cooperation and capacity-building initiatives.  SOM noted the clarification given that the Task Force’s intention would be to consider possible development of principles and that this does not involve any pre-commitment towards endorsing these principles.  In undertaking work on Electronic Commerce, SOM noted that the Task Force should take into account work done by other international organisations so as to avoid any duplication of work by APEC.  SOM also requested the Task Force to work closely with other APEC fora,  especially ABAC and representatives of the regional business community as they could provide practical  insights into this work.

51.
The meeting discussed the status of the “Indicative List” for Electronic Commerce Work Programme which was attached to the report of the Task Force.   SOM agreed to endorse the Report of the Task Force, including the indicative list, following an amendment to the Report, in which the Task Force would “take note” of the indicative list when embarking on the second phase of its work programme.

52.
Accordingly, SOM Chair’s Report to Ministers will reflect the following recommendations:

· Take note of the progress of work to date and endorse the next steps to be taken by the Task Force on intensifying APEC’s work on electronic commerce, as set out in the Task Force Report;

· Welcome the contributions of the business sector to the work of the Task Force;

· Endorse the Task Force’s recommendation for further work on possible principles and practical cooperative activities for promoting the development of electronic commerce in the region, in cooperation with business;

· Endorse the Task Force’s recommendation for a programme of information exchange and technical cooperation among APEC economies for:

· addressing the “millennium bug” problem associated with computer date changes in year 2000;

· identifying impediments to electronic commerce in the region; and

· agree that further technical cooperation and capacity building initiatives be developed for recommendations to Ministers in November, including  public sector use of electronic commerce, and outreach and training programme.

IX.
COOPERATION WITH THE BUSINESS/PRIVATE SECTOR

A. Implementation of ABAC’s Recommendations

B. Business/Private Sector Involvement in the APEC Process

53.
The APEC Secretariat presented updated reports to the meeting on ABAC’s 1997 Recommendations and APEC’s Actions, a report on Recent ABAC Representations and a paper on Business/Private Sector Involvement in the APEC process which appear as Annex M, N and O respectively.

54.
SOM took note of the Secretariat’s matrix providing an update on the actions taken by APEC fora and economies in response to ABAC’s recommendations.  SOM noted that some fora were actively implementing the ABAC recommendations, while others were still reviewing them.  The Secretariat also informed the meeting that ABAC had written several letters to APEC Finance and Trade Ministers in 1998 on issues pertaining to the financial crisis, electronic commerce, improving future action plans and EVSL.

55.
With regard to business/private sector participation, SOM discussed the possible approaches to widen the participation of the business/private sector in APEC activities.  In this context, a proposal by the Secretariat on the possible amendment to the guidelines for non-member participation was discussed.  SOM agreed that the matter would be revisited at SOM III.

X.
SOM CHAIR’S REPORT FOR THE MEETING OF MINISTERS RESPONSIBLE FOR TRADE

56.
SOM endorsed the SOM Chair’s Report to Ministers Responsible for Trade as in Annex P.

XI.
MINISTERIAL MEETINGS, 1998

A. Telecommunication and Information Industry Ministerial Meeting 

4-5 June, Singapore

57.
Singapore reported on the Third Telecommunications and Information Industry Ministerial Meeting held in Singapore.  SOM was informed that the major achievement of the meeting was the agreement by Ministers on a MRA on Telecommunications Equipment.  The Ministers also approved a reference framework for action on electronic commerce which will now be an important input for the  work of the Task Force on Electronic Commerce.  The Ministers endorsed a set of universal access principles on telecommunications  services.

B. Preparations for other APEC Ministerial Meetings in 1998

Fifth APEC SME Ministerial Meeting

58.
Malaysia provided a status report on the preparations for the Fifth APEC SME Ministerial Meeting which will be held in Kuala Lumpur on 7-8 September 1998.  The Meeting will address the themes of “Capacity Building, Human Resources Development and Technology”.  A paper will be presented to Ministers on the effects of the financial instability on SMEs.  The meeting is expected to endorse the 5-year SME Action Plan.  A number of private sector meetings will be held in conjunction with the Ministerial Meeting.  These include the Women Leaders Network Conference, Young Entrepreneurs Meeting, Export Credit Agencies Meeting, Business Forum and APEC SME Business Task Force Meeting.

Third APEC Energy Ministers Meeting

59.
Japan briefed on the preparations for the Third APEC Energy Ministers Meeting scheduled for 9-10 October 1998 in Okinawa, Japan.  The major issues to be discussed by the Ministers include policy issues relating to the APEC Energy Supply and Demand Outlook for year 2010,  the Energy Infrastructure Initiative, and accelerating investment in natural gas supply.  The meeting would also focus on cooperative activities to deal with global emission of greenhouse gases and the energy efficiency initiative.  Japan invited the three new members-designate to participate in the Ministerial Meeting.

Third APEC Ministers Conference on Regional Science and Technology Cooperation
60.
Mexico provided a progress report on the preparations for the Third APEC Ministers Conference on Regional Science and Technology Cooperation which will be held in Mexico City on 18-23 October 1998.   A revised draft agenda will be discussed at the next IST Working Group meeting in Chile in September.


Ministerial Meeting on Women in Development
61.
The Philippines reported on the preparations for the Ministerial Meeting on Women in Development which will be held in Manila, Philippines on 15-16 October 1998.  The Philippines will provide a full report on the preparations for the Ministerial Meeting at SOM III in Kuantan.

XII.
REPORT ON THE PENANG JOINT FORA MEETING

62.
The SOM Chair reported on the outcomes of the first Joint Fora Meeting which was held on 22-23 February 1998 in Penang.  The Summary Conclusions of the APEC Joint Fora Meeting appears as Annex Q.   SOM noted that the meeting was well attended by Lead Shepherds/Chairs of APEC Working Groups/Committee.  SOM took note that the Joint Fora had discussed a broad spectrum of issues and was updated on the following matters, including:

· Themes and priorities for 1998;

· The establishment of the ECOTECH Sub-committee and its proposed work programme;

· Update on the review of the management of APEC process;

· APEC’s outreach to a wider segment of business/private sectors;

· issues related to the Finance Ministers’ process in a briefing by the Canadian Chair of the Finance Deputies.

63.
SOM  agreed that the Joint Fora Meeting was useful as it provided an avenue to discuss and coordinate APEC work in order to achieve focussed outcomes for the APEC year, taking into account directives from Leaders and Ministers.  SOM noted that New Zealand will be convening a Joint Fora meeting in conjunction with SOM I in Wellington in February 1999.

XIII. REPORT OF THE BUDGET AND ADMINISTRATIVE COMMITTEE

64.
SOM took note of the BAC Chair’s report on the outcomes of the BAC  meeting held in March 1998 which appears as Annex R. SOM instructed BAC to further deliberate at the next BAC meeting on issues related to the capping of the 1999 Operational Budget and new member economies’ contribution formula in view of the admission of Peru, Russia and Vietnam, before forwarding its recommendations to SOM III for consideration.  SOM agreed to the reappointment of KPMG Peat Marwick as the auditor for the accounts of the 1998 APEC Central Fund. 

65.
The meeting was informed of the agreement reached at the last BAC Meeting to have a BAC Vice-Chair to ensure better continuity and sharing of the workload of BAC.  SOM was also informed that Malaysia, as the current Chair, would nominate a BAC Vice-Chair for 1998 and would assume the BAC Chair in 1999, while New Zealand as the incoming Chair would nominate the BAC Vice-Chair in 1999.

XIV.
APEC SECRETARIAT

66.
SOM welcomed the Second Report of the Executive Director of APEC Secretariat which highlighted the Secretariat’s efforts to provide comprehensive professional services to APEC Fora.  SOM expressed their appreciation to the Secretariat for their outstanding work in providing analysis and guidance to APEC fora on the economic and technical cooperation agenda, supporting the CTI on updating and monitoring CAPs and assisting in compiling  outcomes of the various APEC fora.

67.
SOM also welcomed the success of the APEC Website, efforts to maintain prudent financial management policies and initiatives on APEC outreach activities via the Internet.

68.
SOM noted that UNESCO had attended the meeting of the Tourism Working Group in May 1998 without going through the due process.  SOM reaffirmed and urged all APEC fora to follow strictly the guidelines on non-member participation.

69.
The report of the Executive Director of the APEC Secretariat appears as Annex S.

XV.
KEY ISSUES AND DIRECTIONS

A.
Working Groups 

70.
SOM considered the report  containing several  requests from APEC fora and endorsed  the following decisions:

· Covering approval would be granted to the Energy Working Group (EWG) to invite the International Energy Agency to participate in the EWG-Energy Regulators’ Forum;

· Covering approval to the Transportation Working Group to invite the International Motorcycle Manufacturers Association (IMMA); the nternational Organisation of Motor Vehicles Manufacturers (OICA), and the Federation Internationale de l’Automobile (FIA) to attend the meetings of the TPT Road Transport Harmonisation Project Group (RTHP).

71.
The approval is granted on the condition that these organisations do not hold activities in  areas of political sensitivity.  

72.
SOM was informed of the intention to showcase the APECNet, a project of the Trade Promotion Working Group, during the Trade Ministers Meeting in Kuching.

73.
Korea informed the meeting that the First APEC Youth Science Youth Festival would be held in Seoul on 14 – 20 August 1998.

XVI.
ORGANISATIONAL ISSUES

A. To discuss the progress on the review of the management process

74.
SOM considered the SOM Chair’s paper, as in Annex T, on the reform of the APEC management process, which built upon the work done by Canada in 1997 as Chair of the Task Force on Management Issues.  SOM thanked Brunei, Malaysia and New Zealand for their efforts in preparing the paper.  SOM noted the recommendations in the paper which included the following:

· Review of the mandates of APEC fora;

· The relationship with the Finance Ministers process; 

· TILF and Ecotech linkages; and

· The role of BAC in management.

75.
SOM agreed to seek further input from economies and APEC fora and that a revised paper be tabled at SOM III in order to facilitate the review of mandates by APEC fora. SOM requested the Secretariat to develop common review procedures for use by  APEC fora and an operational plan for BAC’s consideration at its July meeting and to report on the process at SOM III.

B.
Planning for SOM III in Kuantan, Pahang

76.
SOM agreed on the dates for SOM III and related meetings to be held in Kuantan as follows:


3 – 8 September 1998


Other Fora


9-10 September 1998


CTI, EC, ESC


11-13 September 1998

SOM III


Meetings on EVSL will be held at the margins of SOM III.

XVII.
OTHERS

A. Classification of Documents

77.
SOM agreed that the final documents from SOM II as listed in Annex U will  automatically become public 30 days after the meeting unless the APEC Secretariat receives written instructions to restrict any document prior to that date.

B.
Briefing by Members-designate and Observers
78.
The three Members-designate  Peru, Russia and Vietnam expressed appreciation to APEC for the opportunity to attend the second SOM of 1998 and to gain further experience in the APEC process.  Members-designate informed SOM of their preparations to participate as full members of APEC.

79.
SOM welcomed statements by the representatives of PECC, South Pacific Forum and the ASEAN Secretariat.  PECC updated the SOM on its activities in support of APEC work including its contribution towards the realisation of APEC’s agenda in 1998. The South Pacific Forum reiterated the importance it attaches to APEC activities and looked forward to the outcomes of the Trade Ministerial Meeting.    The ASEAN Secretariat drew attention to the high expectations placed on APEC to address the impacts of the financial crisis which has affected  a number of  APEC economies.

XVIII.  ADOPTION OF CHAIR’S SUMMARY REPORT

80.
The Chair's Summary Conclusions were finalised based on consultations with all APEC delegations.  SOM expressed its appreciation for the hospitality extended by Malaysia, in particular, the State of Sarawak.
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