ASIA-PACIFIC ECONOMIC COOPERATION

THIRD SENIOR OFFICIALS’ MEETING

FOR THE SIXTEENTH APEC MINISTERIAL MEETING

3-4 October 2004, Santiago, Chile

I. Chair’s Opening Remarks 

The SOM Chair opened the meeting and welcomed the new Senior Officials from Hong Kong, China; Indonesia; Japan; Korea and Thailand.

II. Adoption of Agenda

The agenda was adopted with minor changes and circulated as Document No. 2004/SOMIII/001(rev2).

III. Business Arrangements

The SOM Chair announced the arrangements for the meeting. 

IV. Key Outcomes of the SOM Informal Session
The SOM Chair gave a thorough report of the key outcomes of the previous day informal session, summarized as follows:

I.
Preparations for 16th AMM and 12th AELM

The SOM Chair presented a paper including: the proposed format of the Ministers and Leaders Meetings; a Schedule for Drafting the Ministerial/Leaders Declaration; and an Initial Set of Proposed Elements for the 2004 APEC Joint Ministerial Meeting.

1. Format of the November 2004 AMM & AELM Meetings

There was consensus in requesting that the format for the Ministers Meeting be revised to increase the amount of Retreat time while reducing the Plenary. It was suggested that Plenary Session I should be converted into a second Retreat session.

The SOM Chair assured that would seriously consider and attempt to accommodate the request, bearing in mind that the Ministerial Meeting Agenda is generally long and one short Plenary session may not be enough to deal with it. 

The same attitude would be observed towards the request to reverse the order of the first day of the AMM leaving the morning free – for bilaterals and other consultations – and assigning the afternoon for the Retreat.

2. Structure of the 2004 AMM/AELM Statement & Declaration

The Ministers Declaration is shaping up to cover the usual number of items and will likely amount to a very long document. The SOM Chair proposed to add a separate one-page-long document that would include those elements that the Ministers feel deserve to be highlighted as policy priorities for the APEC process.

SOM expressed their in principle agreement with this suggestion, although some calls were heard for caution against replicating the Executive Summary or coming up with another long document if every economy came up with their particular issues.   Therefore, the proposal will continue to undergo substantial thinking before a definitive decision is taken.

In the meantime, the SOM Chair will proceed with preparing the traditionally long Ministerial Declaration with its Executive Summary.

3. Substantive issues to be included in the November 2004 AMM/AELM Statement & Declaration as well as during their Meetings. These should include: 

a. APEC support to the WTO DDA process

SOM agreed that this issue is a priority and that it should be featured prominently in both the AELM and AMM statements.

There was consensus for continuing to provide political support to the DDA by endorsing the General Council July decision, sending a strong political message in support of its successful conclusion and maintaining the sense of urgency.

SOM saw fit to highlight APEC’s leadership and experience in the area of Trade Facilitation, for instance, through the recent Expanded Dialogue, and the work undertaken on the field of business mobility (mode 4), etc. SOM underscored the necessity of, outreach in Geneva to make WTO officials familiar with APEC work in this area. The importance of Capacity Building related to trade facilitation for continued progress on this issue was also highlighted. In this regard, SOM welcomed the seminars and workshops that will be held in the coming months.

SOM agreed that elements in support of the WTO in the area of capacity and confidence building might be featured in AELM and AMM statements. Efforts in these areas should be increased, particularly in Trade Facilitation, but also through analytical work in the different areas of the DDA negotiations. 

SOM also agreed to continue to support the WTO accession of Russia and Vietnam.

Senior Officials highlighted the important role of the APEC Geneva Caucus, as well as the need to continue its work next year, with particular emphasis on areas of APEC priority.

On the Hong Kong, China Ministerial Conference (MC6), SOM agreed that it is important to hold a balance between ambition and realism, bearing in mind that APEC is not a negotiating forum and hence APEC cannot be asked for what it cannot deliver. SOM shared the view that the next MRT meeting is better placed to deal with the specific objectives that APEC should aim for at MC6.

SOM decided to instruct the APEC Geneva Caucus to analyze ABAC’s suggested principles on trade facilitation vis a vis the APEC Principles on Trade Facilitation and the Annex D of the July decision and to ask them to report back by CSOM in order to discuss how APEC could endorse the principles. SOM also, instructed subfora such as GOS and MAG to identify areas of their work programs that may be useful for the WTO.

Finally, SOM agreed to prepare a draft for the AMM and AELM declarations taking today’s comments and discussions into consideration.
b. Implementation of the Work Plan on RTAs/FTAs

Substantial progress on RTAs/FTAs has been achieved this year, and it seems clear that important deliverables can be achieved by November. SOM agreed to work on three fronts: Capacity Building, Transparency and a Policy Response.

On Capacity Building SOM agreed that APEC should hold further SOM Policy Dialogues in 2005.

On Transparency, SOM instructed CTI to finalize intersessionally the preparation of a format for providing information on this issue in the IAPs.  SOM agreed that the IAPs will include a separate section on RTAs/FTAs and instructed the APEC Secretariat to add to its website a web page for APEC RTAs/FTAs with links to information on individual economies' RTAs/FTAs.  

On Policy Response, there was consensus on having the “Best Practices for RTAs/FTAs in APEC” as a deliverable for this year. There were some comments that the Best Practices should not be prescriptive, but there was agreement that the document should not be weakened in order to remain as useful as possible. Senior Officials asked for clarification of several of the elements, such as “open and non discriminatory”, “WTO Plus”, “Rules of Origin”, “review and improvement”; and requested a stronger emphasis on cooperation. Senior Officials also asked for some new elements to be considered, namely “trade and business facilitation” and “sustainable development”.

There is also strong support for the basic framework and the individual elements of the Chair’s draft paper. An ambitious text, useful to business, should be submitted as a deliverable for Leaders in November.  

The SOM Chair will take these comments on board and have a new draft circulated in time to work intersessionally with a view to achieving consensus by CSOM.

c. 
ABAC´s proposal for a joint scoping study for a Trans Pacific Business Agenda, and for the examination of the feasibility and potential scope and features of a Free Trade Agreement of the Asia Pacific.

Economies highly value the contribution of ABAC and agree that Leaders should respond to these proposals appropriately. While some economies expressed their support for ABAC´s proposal, others indicated that further reflection was required.

SOM agreed that any response should be up to the challenge raised by the letter but not necessarily constrained by it. The reply should also be cautious, both because there is not yet consensus among economies to undertake a study and to avoid raising unrealistic expectations.

Regardless of how APEC decides to proceed with the proposal, SOM felt that the message by Leaders needs to be carefully considered in light of how that message could be interpreted by the public.

Leaders should also recognize that APEC has already responded to some of ABAC’s proposals, for example through the development of the Best Practices for RTAs/FTAs.

The view that Leaders do not have to respond in a yes or no way to ABAC proposals was widely shared. There was scope to respond creatively according to the vision of Leaders themselves.

d. Implementation of APEC’s Security Commitments

Indonesia’s leadership of the CTTF through the active work undertaken by Ambassador Makarim Wibisono was appreciated.

The CTTF Vice-Chair presented 6 deliverables that the APEC Counter Terrorism Task Force has been able to achieve during the 2004 Work Year. As SOM have to report to Leaders on progress on the Bangkok statement, SOM understood the need to seriously consider improving the results, and encourage economies to engage in a constructive dialogue in order to reach agreement on some outstanding issues.
Furthermore, the CTTF Vice-Chair recommended SOM to agree to incorporate the following text for possible inclusion to the APEC 2004 Leaders Statement: 

“Encourage relevant APEC economies to take measurable steps towards the ratification and implementation or commitment to ratify all basic universal anti-terrorist conventions, where appropriate, so as to unmistakably demonstrate APEC´s resolve to collectively confront the threat of terrorism”.

SOM discussed the need for the CTTF to continue to work on the implementation of the APEC Security Commitments.  

SOM agreed to explore China’s Initiatives on Energy Security and Food Safety by CSOM.

The CTTF Vice-Chair informed SOM that the CTTF has agreed to request a new 2 year mandate to SOM. SOM agreed to support this new mandate and provide guidance on the mandate and endeavored to identify a new Chair and Vice-Chair by this years´ end and affirm or define the scope of the work of the CTTF.

e.
APEC Reform 
SOM agreed to classify possible reforms into two categories: those for immediate action and those for further consideration.

There was general agreement that the items in column 1 of the matrix represent a solid set of reforms for immediate action. However, some members expressed reservations on some items. It was therefore agreed that comments on the matrix should be provided to the SOM Chair’s office by Friday 22 October 2004.  

The revised matrix would then form the basis of a report to Ministers on action taken or agreed on APEC reform in 2004. 

The BMC Chair reported on the activities of the BMC related to APEC reform. He indicated that, while the BMC had recommended leaving the level of members’ contributions unchanged for 2005, SOM would need to consider changes in contribution levels, value of projects or level of service provided by the Secretariat for subsequent years. SOM appreciated the presentation by the Executive Director of the APEC Secretariat on APEC reform.

Most economies supported continuing discussions on this issue in the context of the on-going APEC Reform and that funding should be considered together with efficiencies on savings and management. 

f.
  Other issues

-  
Actions to fight Corruption and promote Transparency

-
Fighting HIV/AIDS and other infectious diseases.

Considering the advanced hour and the intensive discussion carried throughout the day, SOM agreed to postpone these issues for the Plenary.

4. Information gathering exercise to identify issues to be addressed by Ministers and APEC Economic Leaders. 
Regarding the discussions by Leaders, Chile explained that the Leaders’ meeting will comprise two Retreat sessions and a working lunch. Issues to be discussed will be organized under the themes of regional economic issues, human security and issues of transparency, fight against corruption and good governance.  President Lagos would be writing to Leaders soon concerning the programme and agenda for the incoming Leaders’ meetings.

V. Trade and Investment Liberalization and Facilitation

1. Committee on Trade and Investment (CTI)

a. Report on CTI Priorities 

b. CAPs

c. Industry Dialogues

d. Draft 2004 CTI Annual Report to Ministers 

The CTI Chair presented to SOM the draft 2004 CTI Annual Report to Ministers, highlighting the main developments and deliverables that could be presented to Ministers and Leaders in November (Document No. 2004/SOMIII/038).  Senior Officials’ attention was drawn to the minor changes in the report and to how the information for 2004 was being structured along the priorities, objectives adopted in February and results achieved.  

On the first section, Support for the WTO, the report highlights CTI’s contribution to the MRT statement.  The CTI Chair recalled that the Committee decided in February to work towards getting APEC Ministers to agree to trade facilitation negotiations. This was helpful to the process in Pucon where Ministers issued a strong political statement urging for the launch of negotiations in this area. Furthermore, at its meeting in Santiago, the CTI agreed to work through the Friends of the Chair and a few Convenors (who are WTO experts) to develop input and language to incorporate it in the AMM Statement for the host economy’s consideration.

The CTI Chair also highlighted the various capacity building activities undertaken within the group.  He reported that, while there was good progress made, further inter-sessional consultations were needed before a list of information technology products for recommendation to the WTO for tariff elimination could be finalized. He anticipated the list, and the transmission text, would be ready for consideration by the 16th AMM as instructed by Trade Ministers in June.

Japan noted the important role that APEC WTO capacity building activities play in deepening the understanding of new WTO issues and strengthening the commitment of developing economies to the DDA and looked forward to more ideas to promote capacity building activities.

 With respect to Trade and Investment Facilitation, the CTI Chair focused on the outcomes of the Expanded Dialogue on Trade Facilitation that was held on 1 October. He stressed the importance of the Dialogue for the mid-term review of the implementation of the APEC Trade Facilitation Action Plan (TFAP).  He informed the meeting that a report on the Dialogue, including recommendations for further work and proposed APEC contributions to the work of the WTO on trade facilitation, would be appended to the CTI Annual report. He also expressed his appreciation to Senior Officials who participated and the ABAC Chair for chairing the Dialogue.  

The CTI Chair reported that the preliminary conclusions from the study on Progress of APEC Economies in implementing the TFAP showed APEC economies to be mostly on track in their implementation.  However, it was also noted that more analysis would be required in terms of assessing the quality of the implementation, which was deemed more difficult to do.   He also touched briefly on the various studies dealing with the measurement of trade facilitation.  Malaysia drew Senior Officials’ attention to the Study on the Mutually Supportive Advancement of APEC's Trade Facilitation and Secure Trade Goals Post September 11 undertaken by the PECC, which it planned to table to AMM for information. 

Japan updated the meeting on the various developments in the IPR activities undertaken in APEC, namely the establishment of IPR Service Centers and updates on IPR Policy Progress Mapping and reiterated their strong support for it. SOM noted that the issue of IPR, including IPR Policy Mapping, should be emphasized in the AMM Statement.

SOM commended the progress made in the implementation of the TFAP and requested CTI to draw up a road map outlining concrete actions and target dates to meet the APEC trade facilitation objectives by 2006. 

In the area of Transparency, SOM approved the recommendation for the Transparency Standards on Government Procurement—which were finalized and endorsed by Trade Ministers—to be incorporated into the Leaders Statement to Implement APEC Transparency Standards. SOM welcomed the agreement reached in CTI on a series of IAP Chapter templates that included the general transparency standards and sector–specific transparency standards.  It noted that the proposed IAP reporting template for RTAs/FTAs developed by the CTI Chair had received wide-spread support from CTI members and was close to finalization. 

On pathfinders, SOM approved the strategy developed by the CTI Friends of the Chair group to improve the effectiveness of Pathfinders.  SOM welcomed the announcement by Canada to join the Pathfinder Initiative on the Implementation of APEC Policies on Trade and the Digital Economy with the following caveat:

“Canada supports the general objectives of this pathfinder. We have in place domestic regulatory arrangements that promote liberal trading conditions for e-commerce. Canada will continue to implement these arrangements. We will also continue to determine positions in the WTO with a view towards liberal trading arrangements for areas relevant to the digital economy. Canada reserves the right to determine and implement policies that take account of domestic priorities in relation to cultural policies, intellectual property rights, ownership and control of telecommunications and other services. We will consider initiatives resulting from the forward work program of the Pathfinder on a case-by-case basis.”

SOM also welcomed the announcements by Malaysia and Russia on their intention to participate in Part II of the EEMRA and Revised Kyoto Convention on the Simplification and Harmonization of Customs Procedures.  SOM noted that CTI discussed a Singapore/U.S. proposal to amend the Digital Economy Leaders Pathfinder Statement to make APEC’s long-term moratorium on customs duties on electronic transmissions permanent. 

The CTI Chair highlighted the work of two CTI sub-fora (CPDG and SELI) that contributed to the Implementation of the Structural Reform Action Plan. He observed that the CPDG was making good progress in developing an Integrated Checklist on Regulatory Reform with the OECD, which is targeted for delivery at the Meeting of Trade Ministers in 2005.

With respect to the progress and developments in the industry dialogues, Senior Officials’ attention was drawn to two key events:

· The inter-sessional finalization of the Strategic Plan for Life Sciences Innovation in the region, as mandated by Leaders in 2002, for the AELM in November.   

· The rescheduling of the first meeting of the Non-ferrous Metals Dialogue to the margins of SOM II in 2005.

SOM thanked the CTI Chair for his comprehensive report. SOM endorsed the draft 2004 CTI Annual Report to Ministers in principle, subject to factual additions/corrections and editorial refinements. 

SOM asked the CTI to work with the APEC Secretariat to develop a publication aimed at better publicizing its work on trade facilitation to the business community.

2. IAPs

The SOM Chair reported that the IAP Peer review sessions for Singapore and Chinese Taipei were completed successfully and asked the Secretariat to present the Reports for SOM to consider making them available for public domain.

Chinese Taipei thanked in particular the Review Team and the ABAC for their active participation in the process, stressing that the review process proved useful, important and effective, to both reviewers and the economy under review, and allowed verification of its current standing and what actions it should undertake to achieve the goals.

Singapore also thanked the effort made by the Review Teams as well as the active participation by members at the session.

Japan mentioned that it was impressed by the work done by the Review Teams and by the fact that the IAP Peer Review Process has been functioning in implementing TILF, and proposed that the process be continued even after the first rotation due to end up next year.

Korea raised its concern that there are as many as seven Peer Reviews scheduled at SOM I 2005, and asked the Secretariat to keep the procedures on schedule.

The APEC Secretariat proposed the composition of the Review Teams and the Timeline for the next IAP Peer Review process, asking member economies to submit their IAPs 2004 in timely manner.

Australia commented that in implementing the next round of the IAP Peer Review process, some consideration should be given to the budgetary and resource aspects in the Secretariat.

The SOM Chair concluded that the Reports could be released to the public domain and that the Review Teams as well as the Timeline for the next round were approved as proposed by the APEC Secretariat, reaffirming that all member economies should submit the IAPs 2004 by the agreed deadline of October 15, 2004.  

VI. Economic and Technical Cooperation 

1. ECOTECH SOM Committee (ESC)
a. Report on implementation of APEC-wide ECOTECH priorities

The ESC Chair reported on implementation of a large number of activities in support of APEC-wide ECOTECH priorities by APEC working groups. For example, in the area of integration into the global economy, eleven projects were implemented on Small and Medium Enterprises (SMEs) aimed at building capacity for entrepreneurs to gain access to the global economy.  The social dimension of globalization was addressed through social safety nets capacity building.  This was headed by the APEC Social Safety Nets Capacity Building Networks and a group of economies such as Korea, Thailand and China.

SOM took note of the report which will be presented to the 16th AMM as mandated by Ministers last year.

b. Report of the APEC Education Foundation (Withdrawn)

This item was withdrawn from the Agenda.

c. Evaluation Framework

The ESC Chair updated SOM on the progress to improve the evaluation framework for APEC projects, under the leadership of the ESC Small Group on Evaluation led by Australia.  The trial of a revised evaluation framework was completed at the BMC II meeting in August.  Feedback from the trial was used to further improve the project evaluation framework.  This led to a modified Quality Assessment Framework (QAF), which would help strengthen the quality of the APEC projects.

SOM commended the work done by the ESC Small Group on Evaluation.  The outcomes of the trial showed that the Quality Assessment Framework had greatly improved the chance of project proposals being approved by the BMC.  The work by the ESC Small Group on Evaluation fitted well with the objective to make APEC a responsive organization and enhance the possibility to attract external resources.  SOM approved the modified Quality Assessment Framework (QAF) to replace the existing ECOTECH Weightings Matrix.
d. Sustainable Development

Chile – on behalf of the ESC -presented a proposal aimed at revitalising and strengthening APEC’s contribution to Sustainable Development.  A three-tier approach was proposed.  First, a Small Group had been created within the ESC to analyze APEC’s sustainable development activities during 1997-2004.  Second, a project was proposed to study a cross-cutting theme that had been presented in different working groups.  This would lead to a High-Level Meeting on Sustainable Development in 2005-2006. SOM endorsed the project presented by Chile to be APEC funded in 2005.

SOM welcomed progress made by the ESC on Sustainable Development.  A proposal to initiate the preparatory work towards a High-Level Meeting on Sustainable Development was also noted, as was the document on Sustainable Development being undertaken by Chile for the ESC.

e. English and other Languages’ Capacity Building

Chile has introduced, as part of the agenda for this year, the issue of English and other languages as a cross-cutting issue on capacity building involving SMEs, women, and other stakeholders.  A positive outcome was expected to be presented to Senior Officials and Ministers in November.  SOM took note of this initiative by Chile.

f. Social Safety Nets

China briefed the meeting on the outcomes of the APEC High-Level Seminar on Social Safety Nets: Social Protection of the Vulnerable Group in a Changing World that was held in Shenyang, China on 14-16 July 2004.  The Seminar addressed the impact of globalization and restructuring, and the role of government in the protection of the vulnerable groups.  Policy options on social protection of the vulnerable group were also discussed.  Modalities for future cooperation were suggested, including the exchange of information, best practices, and joint activities to enhance technical cooperation.

SOM commended the efforts by Korea and China in advancing the agenda on social safety nets.  Member economies were encouraged to actively participate in the future activity.

g. International Youth Camp

Chinese Taipei briefed SOM on the second APEC International Youth Camp held in Chinese Taipei on 1-6 August 2004.  It consisted of two phases.  The first commenced in March as 1,600 participants undertook a virtual discussion on topics of their interest.  The second phase was a Youth Camp in August which drew 330 youth from 17 member economies to participate in the event under the theme of “Youth Entrepreneur.”  The objectives of the camp were to promote the understanding of rich and diverse cultures among youth of APEC member economies and help them make effective use of information technology to enhance their job market opportunities in a competitive market.  Youth were also encouraged to be involved in community development and on sustainable development.

 SOM congratulated Chinese Taipei for the successful event and welcomed the Youth Camp to be held in Korea next year.
h. Draft ESC Report to SOM

The ESC Chair presented the draft 2004 SOM Report on Economic and Technical Cooperation which covers the work done by the Committee this year.  SOM endorsed this draft and looked forward to a finalized report submitted to CSOM and Ministers in November.

2. Second APEC/IFIs Roundtable Discussion on ECOTECH

The ESC Chair reported on the discussion in the ESC with regards to the second APEC/IFIs Roundtable Discussion on ECOTECH.  The ESC agreed to plan for the second APEC/IFIs Roundtable next year.  The areas of SME and Education were also endorsed as the theme for the Roundtable.  The importance of close and early coordination with IFIs, relevant APEC working groups and other relevant organizations was emphasized. The ESC Chair will work closely with Korea on the date of the meeting.

SOM approved the recommendation by the ESC and encouraged an early coordination with the next host to organize the second APEC/IFIs Roundtable Discussion on ECOTECH in 2005.

VII. Enhancing Human Security 

1. Counter-Terrorism Task Force (CTTF)

a. CTTF Chair to report on the outcomes of the meetings held in Singapore in July and in Santiago on October 1st.
b. Consideration of any new issues arising from the CTTF Meeting
c. Update on cross-analysis of CTAPs by APEC fora
The Vice Chair of the CTTF updated SOM on the outcomes of the meetings in Singapore and Santiago. He requested that SOM consider the extension of the mandate to the end of 2006 and advised that a Chair and Vice-Chair had to be nominated. The U.S. noted that they would follow the advice of the Chair with respect to continued consultations on reaching agreement on the remaining deliverables.

Australia informed SOM that the working group led by the U.S. and Australia had completed a final report on Regional Movement Alert List. A pilot is recommended for 2005 and additional economies were welcome to participate in the pilot. Australia noted that this is an important security outcome.

SOM welcomed the report of the CTTF presented by the CTTF Vice-Chair. SOM noted the importance of having the CTTF and approved the extension of its mandate until the end of 2006. SOM will provide guidance as to what should be the scope of this mandate. SOM announced that work will be done inter-sessionally to appoint a new Chair and Vice-Chair. If no nominations were received before CSOM, they would rely on Indonesia and Japan to provide their support during CSOM. SOM recognized the wise leadership of the Chair, Ambassador Wibisono, and extended thanks to the government of Indonesia for ensuring his participation in the CTTF meeting on 1 October. 

SOM will also work inter-sessionally to find consensus on the remaining deliverables for 2004, and welcomed the consensus that had been agreed upon during the CTTF meeting in Santiago.

2. Health Task Force Updates and Potential Deliverables

The Chair of the Health Task Force updated Senior Officials on the progress of the HTF.  Three projects had been approved by the BMC for APEC funding, another would be self funded and the Project Overseer was exploring potential funding sources for a fifth.

The Chair of the HTF noted that potential deliverables for 2004 were: (1) Progress on pandemic influenza preparedness and planning, (2) activities underway and planned at the REDI Center, and (3) agreement on cross-sector cooperation to address avian influenza.

SOM endorsed the potential 2004 and 2005 HTF deliverables and agreed to refer these, as appropriate, to Ministers and Leaders; approved a self-funded HTF project proposal to address cross-sector dimensions of avian influenza, as a 2004 deliverable; agreed to refer the HIV/AIDS issue to Ministers and Leaders; and endorsed the recommended approaches to enhance cross-sector cooperation between HTF and other relevant APEC fora.

SOM welcomed the proposal by Thailand that APEC Economic Leaders send a strong message declaring APEC’s commitment to fight AIDS regionally and globally.  SOM instructed Thailand to prepare an initiative on HIV/AIDS for consideration by CSOM and possible endorsement by Leaders.  
3. Recommendations on Human Security arising from other APEC meetings

a. APEC Transportation Ministerial Meeting - Indonesia
Indonesia informed the SOM that high-level representatives from all economies had attended the Transportation Ministerial. Topics such as how to secure transportation systems and reduce transportation capacity constraints were discussed. Ministers agreed on a set of priorities. Relevant to security are the importance of transportation security cooperation, which is to be implemented by improving maritime security, and the inter-modal action plan.

The U.S. noted that this ministerial focused on supporting maritime and aviation security, including the implementation of the ISPS code as well as international efforts to control access to MANPADS. 

b. APEC Energy Ministerial Meeting
Philippines reported on the APEC Energy Ministerial Meeting which was held back-to-back with the 9th ASEAN meeting. Both shared Energy Security as common theme. Ministers agreed to develop a long-term security initiative and implement it in cooperation with energy stakeholders. Five proposals were endorsed. The meeting stated that energy security is vital to realize growth in the region and the Philippines requested SOM to endorse implementation of the Energy Security Initiative.

c. Initiative on Energy for Sustainable Development and Common Prosperity by China
China indicated that they had said what was necessary on this topic in the Informal session.  China thanked Thailand for offering to co-sponsor the Energy Initiative. Chile supported both of China’s initiatives; energy security and food safety. The objective of the energy security initiative is to improve energy efficiency. The SCSC will provide input into the Expert’s meeting on food safety which is to take place in Thailand in mid-November. This should result in a stronger Food MRA as a pathfinder.

VIII. Macro Economic Issues 

The EC Chair briefed the meeting on the progress of the committees’ research projects under its 2004 Work Program.
SOM was informed that Prof. Choong Yong Ahn was re-elected as EC Chair for another two-year term (2005-2006).  Dr. Peter Thurlow and Ms. Elley Mao were elected as EC Vice-Chairs.

Regarding the EC’s Terms of Establishment (TOE), Australia and New Zealand suggested two possible courses of action towards amending it.  The first is to wait for the outcome of the Ministerial Meeting and the Leaders’ Meeting for a possible new mandate.  The second is to request the EC to come up with a set of proposals for its new mandate in line with the discussions under APEC Reform.  

Australia and New Zealand also suggested a change in the EC’s membership to include more policy officials from the present make up of academics, if the committee were to be transformed to a more policy-oriented group.

Korea raised the question of budget implications if the EC’s mandate were to be amended, and the EC’s capability, as it is presently constituted, to carry out a more policy-oriented work.

The meeting agreed to request the EC Chair to provide a set of proposals for a new Terms of Establishment for the Committee for consideration by Senior Officials at SOM I in 2005.

The meeting also commended the EC for its work, particularly for its 2004 deliverables.

IX. Cross Cutting Issues

1. Structural Reform Action Plan
Japan presented a report on the outcomes of the recent High Level Conference on Structural Reform which was held in Tokyo on 8-9 September 2004, as per document No.2004/SOM III/028. Japan thanked Australia and the U.S. for contributing and coordinating sessions at the high level conference. 

Based on the outcomes of the APEC High Level Conference on Structural Reform, Japan presented a draft proposal for Senior Officials to submit a recommendation to the Leaders as a deliverable on structural reform this year entitled “Leaders’ Agenda to Implement Structural Reform” (LAISR Initiative) as per document No.2004/SOM III/027 Rev.1. LAISR aims to address by priority what APEC should do in order to advance structural reform continuously as a cross cutting agenda across APEC activities. LAISR will address the future agenda of Structural Reform by: 1) identifying areas ton which to focus; 2) establishing an institutional mechanism; 3) convening a policy dialogue to provide further guidance to APEC in the area of Structural Reform. In this regard, particularly on point No.2, Japan welcomed the proposal made by New Zealand in the context of APEC Reform to transform the Economic Committee (EC) to become the main organ in charge of Structural Reform and to engage in high policy discussion inviting policy makers.

In conclusion, Japan invited member economies to provide comment and inputs inter-sessionally to refine and elaborate further the draft proposal with a view to finalizing it by CSOM. 

Members welcomed Japan’s initiative to develop a deliverable based on the outcomes of the high level conference for endorsement by leaders and will provide comments and inputs inter-sessionally in light of CSOM. Members also welcomed the proposal to hold a high level policy dialogue on structural reform next year. 

While most members welcomed the suggestion by New Zealand in the reform agenda to transform or add a policy dimension to the EC to become the main fora overseeing Structural Reform, the CTI Chair provided his view that SOM should cautiously consider the matter taking into consideration that most of the outcomes on Structural Reform originated from CTI sub-fora. The CTI Chair would be hesitant if the transfer of Structural Reform to the EC would also result in the transfer of some CTI sub-fora. Japan supported the CTI Chair’s view that transfer of some CTI sub-fora, such as CPDG, IPEG, and SELI must be considered cautiously.  The CTI Chair suggested that it would be useful to consider establishing a small steering group to look into the process before embarking on the transformation. Some members commented by suggesting that this issue be taken when discussing agenda item VIII on macro economic issues where the EC Chair will present.

SOM Chair concluded as follows:

a. SOM commended Japan for the successful organizing of the High Level Conference on Structural Reform held in Tokyo, 8-9 September 2004;

b. SOM welcomed Japan’s draft proposal developed on the basis of the outcomes of the high level conference as a potential deliverable for endorsement by Leaders and requested members to provide comments and inputs to Japan inter-sessionally with a view to concluding it by CSOM;

c. SOM to further consider by CSOM the proposal by New Zealand in light of APEC reform to transform the EC as the main body to oversee the issue of Structural Reform.   

2. SOM Database on the Implementation of APEC Commitments (“Tasking Data Base”) 
The Executive Director of the APEC Secretariat presented an update (Document 2004/SOM III/011.Rev.1) on progress made on the development of the SOM Tasking Database, and advised that critical issues as to its use and maintenance needed to be addressed. Basically, the development work made apparent that adjustments to APEC’s work flow and management would have to be made. At the same time and in order to realize the full potential of the database, all economies would have to be fully committed to the initiative. He asked Senior Officials to submit comments on the document and its questions inter-sesionally. 

The U.S. commended the Secretariat for coming in under budget, supported the Executive Director’s request to Senior Officials and encouraged them to consider the paper carefully. 

The Chair closed by requesting that SOM provide the Secretariat with the inter-sessional guidance requested.

3. Interaction with APEC Fora and stakeholders (ABAC)

The ABAC Chair briefed SOM on outcomes of ABAC's most recent meeting in Auckland.  

ABAC Chair then briefed SOM on ABAC Chair's August 20 letter to President Lagos.  He stressed that ABAC's goal was to encourage APEC to adopt a more ambitious approach and reinvigorate its TILF agenda.  It is ABAC's assessment that otherwise, on its current course, APEC will not reach its Bogor Goals on schedule.  

To accomplish this goal, ABAC offers three recommendations to Leaders:

· that APEC develop and adopt best practices to inform economies as they negotiate new FTAs; 

· that APEC undertake a joint scoping study of a prospective new Trans-Pacific Business Agenda (TPBA).  This TPBA proposal was further explained as a way to repackage and raise the political profile of APEC's work on trade facilitation; 
· that Leaders establish a high-level task force to study issues related to the potential scope and feasibility of a prospective FTA of the Asia Pacific (FTAAP).
Some economies expressed concern over their readiness to take in some of ABAC's proposals, to which ABAC Chair responded that the current request is only to study them.  At the same time, some economies expressed their support for this initiative. Some members asked for elaboration from ABAC on their proposals, while another view was that with these preliminary ideas from business, it is up to officials to decide how to respond.  It was also observed that these proposals posed a number of fundamental challenges to APEC, such as how might negotiation of a binding FTAAP fit with APEC's voluntary and non-binding nature.  To assist in economies' deliberations, SOM was advised that Professor Scollay’s study on FTAs will soon be posted on the ABAC website.

The SOM Chair encouraged economies to engage with their ABAC members so that Leaders could respond to ABAC’s proposals when they meet in November.  SOM also noted that the arrangements for ABAC's meeting with Leaders would allow an active, individual exchange between ABAC members and Leaders and follow the format introduced in Bangkok.

4. Update on Mid-Term Stock-take 

Korea updated the SOM on the progress being made on the Mid-Term Stock-take.  Korea reported that the TILF project for the Mid-Term Stock-take was approved at BMC II, with a large amount of self funding. Australia, China, Japan and Viet Nam agreed to co-sponsor. Korea has been establishing project teams composed of 5 experts from the co-sponsoring economies, and headed by Korean coordinator, Dr. Sangyo Kim. China and Viet Nam have already nominated their experts. Once all names are confirmed, Korea will seek the endorsement of the composition of the project teams by SOM.

For the process itself, the following timetable has been designed:

· 1st Stage: Economies to submit their evaluation report by SOM I 2005,

· 2nd Stage: Collect, compile member economies’ evaluation reports, related stakeholders’ input as well as the reports from relevant fora such as CTI, ESC and EC, and IAP Peer Review Reports,

· 3rd Stage: Analyze and prepare the documents for the symposium on Mid-Term Stock-take at SOM II 2005, and

· Last stage: Draft summary Conclusion of Mid-Term Stock-take.

Korea requested all member economies to submit the evaluation report by SOM I 2005, the length of which should be more or less 5 pages, and informed that the template for this reporting would be considered inter-sessionally for endorsement. It was stressed that the process is for all member economies and therefore active participation from all is required. Progress will be informed to SOM at each stage.

SOM took note of the report presented, and tasked Korea to prepare the draft language for the AMM Statement in advance so that SOM can examine it before AMM.

5.
Fighting Corruption
SOM welcomed the report of the APEC Anti-Corruption Experts’ Meeting held in Santiago on 25-26 September 2004.  They supported holding an APEC Anti-Corruption Symposium in Korea in September 2005 and agreed to establish a task force to oversee the work, with Terms of Reference to be developed inter-sessionally for approval at SOM I in 2005.  SOM also welcomed the Draft Declaration by APEC Leaders’ “Santiago Commitment to Fight Corruption and Ensure Transparency” and the draft APEC Course of Action (COA) on Fighting Corruption and Ensuring Transparency and agreed that they be deliverables for the Leaders’ meeting in November.  The SOM Chair noted that he would consider the suggestions by some member economies that the proposed “Santiago Commitment to Fight Corruption and Ensure Transparency” be issued as a stand alone document.  In response to requests by member economies for more time to consider the draft APEC Course of Action (COA) on Fighting Corruption and Ensuring Transparency, the SOM Chair requested that any comments be provided to the co-sponsors – Chile, Korea and the United States – by 15 October.

6.
e-APEC Strategy

The United States Senior Official updated SOM on the progress of the study being undertaken by PECC to monitor and assess the progress made in implementing the e-APEC Strategy agreed to by Leaders in 2001.  The author of the study, David Parsons, was available to discuss with economies their comments on the draft.  On the report on APEC’s future work on the digital economy, the United States Senior Official said that the final publication would be tabled at CSOM and reported to Ministers.  Background papers will be included on a matching CD in a presentation folder. 

SOM noted the interim report on APEC’s progress to implement the e-APEC Strategy and requested that comments/inputs be provided to the consultant, David Parsons, by 18 October so that the study can be finalised and delivered to Ministers in November.

X. Management Issues

1. Budget and Management Committee

SOM noted the report of the Budget and Management Committee (BMC) Chair and welcomed the efforts of the BMC and the APEC Secretariat in controlling expenditure on all accounts.  SOM approved the revisions proposed by the BMC to the 2004 Administrative Account budget, noting that the funding for the APEC SOM Tasking Database was from savings achieved in the year. 

SOM recommended Ministers approve the 2005 Administrative Account budget at US$3,098,200 and Operational Account budget at US$2,000,000. SOM also recommended to Ministers that member economies’ rates of contributions for 2005 to the APEC Central Fund remain unchanged.  SOM recommended Ministers approve the 2005 TILF Special Account budget at an affordable level of expenditure of US$5,000,000.
SOM expressed appreciation to Mr. Chutintorn Sam Gongsakdi, outgoing BMC Chair, for his valuable contribution to the APEC process during his tenure.

XI. Other Issues

1. Reports on Sectoral Ministerial Meetings held since SOM II

a. Mining Ministers (Chile)
b. Energy Ministers (excepting issues raised in Item VII) (Philippines)
c. Transport Ministers (excepting issues raised in Item VII) (Indonesia) 
d. Finance Ministers (Chile)
2. Preparations for the forthcoming Sectoral Ministerial Meetings

a. SME Ministerial (Chile)
b. Tourism Ministerial (Chile)
Since the reports for all these meetings were for information purposes only and were tabled and available for examination, the SOM accepted the SOM Chair’s proposal to welcome and take note of the contents of the relevant documents. 

3. Reports from Committees and Fora 

The Executive Director of the APEC Secretariat presented the APEC Forum Reports to SOM III which was compiled based on a standard reporting template.  Reports were received from 10 working groups, namely ATCWG, EWG, FWG, HRDWG, ISTWG, MRCWG, SMEWG, TWG, TPWG, and TPTWG.  A report by TELWG was also presented separately.  SOM noted these reports and commended their work this year.

The EWG requested that a “sunset clause” decision imposed by SOM in 2003 be reconsidered, preferably lifting it to allow the EWG to continue its long-term work program.  After Australia expressed its opinion that “sunset clauses” were an important element of APEC Reform and the control over fora, SOM considered that the “sunset clause” should be maintained and the EWG was requested to propose its justification at CSOM for an extension of its particular initiative beyond the original mandate.  

SOM also endorsed the participation by FWG Lead Shepherd in the meetings of the FAO Committee of Fisheries and to report on the activities of the FWG to that committee. Previously the Executive Director of the APEC Secretariat further clarified that the traveling cost incurred by the Lead Shepherd would not come from the APEC Secretariat’s budget.

SOM Chair presented the ECSG recommendations arising from the ECSG10 meeting for Senior Officials consideration.  The United States took the floor to endorse and support the work done by the ECSG on developing the APEC Privacy Framework and encourage the group to continue working in order to try to have it ready for APEC Leaders and Ministers meeting in November.

SOM endorsed the ECSG recommendations, including APEC’s Strategies and Actions Toward a Cross-Border Paperless Trading Environment, the Pan-Asian E-Commerce Alliance’s (PAA) application for guest status at the ECSG, and the initiative for APEC Women’s Participation in the Digital Economy.

The Chair of the Steering Group of the APEC HLPDAB, Mr. Chuck Lambert outlined key elements and sought Senior Officials’ endorsement for the 2004-2006 Work Plan.  

Mr. Lambert noted that the Policy Dialogue recognizes that agriculture is an important sector for most APEC economies and that technology innovations, particularly innovations in agricultural biotechnology, are transforming agriculture from a resource-based economic activity to a knowledge-based economic activity.  

Recognizing that work is being done on related issues within APEC, the Policy Dialogue will endeavor to coordinate efforts with other APEC groups as appropriate.  

Several economies spoke in support of the work plan.  Korea noted that it will be hosting the fourth meeting of the HLPDAB in the margins of SOM I in 2005.  Canada added that it was important to discuss both technical and policy aspects of agricultural biotechnology in APEC and noted that the HLPDAB complemented the work of the RDEAB sub group.

SOM noted the important contribution the APEC High Level Policy Dialogue on Agricultural Biotechnology makes in exchanging information and promoting public policy development to support the advancement of agricultural biotechnology to increase agricultural productivity, enhance the environment, and promote food security.  SOM approved the 2004-2006 work plan of the APEC High Level Policy Dialogue on Agricultural Biotechnology that will focus on:  1) Policy Information Exchange, 2) Intellectual Property Rights and Technology Transfer, 3) Economic and Human Resource Investment, and 4) Agricultural Biotechnology Public Policy Development.  SOM also noted that the fourth HLPDAB would be held in Korea in 2005 in the margins of SOM I.

SOM invited the GFPN Chair to present the recommendations arising from the GFPN2.  The GFPN Chair presented the main outcomes and recommendations to SOM.  Regarding the recommendation to strengthen support to the GFPN by establishing a Gender Integration Program Director position in the APEC Secretariat to be a full-time dedicated program officer with expertise in gender issues, the Executive Director of the APEC Secretariat took the floor to explain that Program Directors are seconded by APEC Economies.  Therefore, the APEC Secretariat cannot create a new position and can not request an APEC economy to send additional staff but will do its best to provide all the support requested by the GFPN.

The SOM Chair thanked the GFPN Chair for the recommendations and informed that economies need to consult and work inter-sessionally on these recommendations.

Mexico briefed the SOM on arrangements for the 2nd High Level Symposium on e-Government to be held in Mexico on October 6-8, 2004.  This Symposium was to follow-up the 1st Symposium held in Korea in 2004.  SOM took note of this Symposium and asked Mexico to report on the outcomes of this event.

4. Arrangements for the 16th AMM and 12th AELM
The APEC 2004 Task Force Director, Ambassador Milenko Skoknic, presented the arrangements for the AELM and AMM meetings.

5.
Official Observers

a. ASEAN

b. PIF
c. PECC

No activity was registered for this Item other than the report tabled by PECC.

XII. Classification of Documents

SOM agreed on the list of documents to be made public. 
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