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I Opening Remarks 






                      

1. H.E. Mr. Ban Ki-moon, Minister of Foreign Affairs and Trade, opened the meeting and welcomed participants. The Minister asked members to observe a moment of silence as a mark of condolence to the tsunami victims and bereaved families.
2. Minister Ban noted that the significance of this year was to evaluate the progress made by APEC members towards achieving the Bogor Goals and to make meaningful contributions to the WTO DDA.  Introducing the theme and three sub-themes of APEC 2005, Minister Ban reaffirmed Korea’s commitment to ensure that APEC bore real fruit this year.  He stressed the importance of a peaceful solution to the North Korean nuclear issue, as it was a vital element in fostering a stable and peaceful environment and would be conducive to building an economic community within the APEC region. 

II Adoption of Agenda 






                

3. The draft agenda was adopted with an amendment proposed by Viet Nam for an additional item on Preparations for APEC 2006 (document 2005/SOMI/008rev1) under agenda item “X Other Activities and Initiatives” (document 2005/SOM1/001rev1).  

III Business Arrangements 





                

4. The APEC 2005 Task Force outlined the use of the less paper meeting system.

IV Key Outcomes of the SOM Informal Session 


                

5. The SOM Chair outlined the outcomes of the “troika plus” meeting on 2 March 2005 and the key outcomes of the SOM Informal Session on 3 March 2005 in which the APEC 2005 priorities were adopted. 

6. On APEC’s Response to and Preparedness for Disasters, member economies brought forward many suggestions including the following: 

· APEC should focus on preparedness and long-term recovery, not on relief;

· APEC should add value to but avoid duplication of the existing work by regional and international agencies;
· APEC's work should be sustainable and take a comprehensive approach;

· APEC should interact with the private sector, especially ABAC;

· SOM should carry out a stock-take in order to define what value APEC could add;

· There should be a mechanism in APEC to coordinate all APEC emergency and natural disaster preparedness activities; in this regard, many economies proposed reactivating the APEC Virtual Task Force for Emergency Preparedness which was officially disbanded in 1998;

· APEC should make full use of its existing structure, by instructing Working Groups and fora with competence in their specific sectors to carry out activities relevant to natural disaster preparedness.   Working Groups and fora such as TWG, TEL, SMEWG, ISTWG, FWG, MRCWG and HTF could be tasked to work in each of their specific areas and report to SOM III. 

7. In this regard, the SOM Chair agreed to compile suggestions made by economies with the assistance of the APEC Secretariat for further consideration at the SOM I Plenary Session with the goal of a package for endorsement that allows APEC to respond substantively.

8. On Mid-term Stock Take (MTST), Senior Officials reiterated the decision by Ministers that the results from the MTST should comprise an assessment of APEC’s progress towards the Bogor Goals as well as include policy recommendations for future activities that need to be taken to achieve the Bogor Goals.

9. SOM agreed that the MTST, including a road map for APEC’s future work, would be an important centrepiece for 2005 and that Senior Officials themselves should take the lead in the exercise.  

10. SOM also acknowledged that the MTST and the 2004 Santiago Initiative for Expanded Trade in APEC were mutually complementary.  If conducted properly, the outcomes from the MTST exercise would respond and dovetail into the first component of the Santiago Initiative.  It was agreed that if any elements included in the Santiago Initiative, were left out of the MTST, works on these elements would be undertaken in parallel with the MTST and be incorporated into the final roadmap.  This work would then respond to Leaders’ instructions that Ministers make recommendations to them on ways to further liberalize trade and investment in the region.

11. On Advancing Freer Trade and Supporting the WTO/DDA, the SOM Chair briefed members on the outcomes of the first Geneva Caucus which he attended on 20 January 2005. The Geneva Caucus agreed to: 

· Meet in principle bi-monthly; 

· Provide inputs for statements on the successful conclusion of the DDA at the MRT, AMM and AELM; 

· Look into ways to apply non-binding agreements to the Geneva process such as the Best Practices on RTAs/FTAs and the list of three IT products for tariff elimination; 

· Initiate further consultation on ways to apply APEC’s non-binding agreement to the WTO’s legal process concerning feasible ways to deliver APEC’s RTAs/FTAs Best Practices work; APEC’s contribution to the NAMA negotiations including sectoral liberalization; and APEC’s contribution to trade facilitation negotiations. 

· ABAC was encouraged to meet with the Geneva Caucus and to provide a business perspective to the negotiations. 

12. SOM noted the results of the APEC/WTO Roundtable on Trade Facilitation held on 10 February 2005 in Geneva.  This was one of the concrete deliverables in the CTI’s Work Plan. 

13. SOM further discussed important areas in the DDA negotiations in which APEC could contribute.  These included NAMA and services and/or trade facilitation.  SOM agreed that: 

· There was a strong consensus on the the importance of the 6th WTO Ministerial Conference.  APEC’s contribution to the success of the Conference would be to issue strong political statements and assist with capacity building. 

· The SOM Chair outlined the following timeline for preparing the MRT statement in relation to the WTO DDA: 

· Member economies are to submit suggestions for the draft to the SOM Chair’s Office by 15 April; 

· The SOM Chair would draft and circulate the elements to be included in the MRT statement during the week of 30 April; 

· The first draft of the MRT statement would be circulated around 20 May; 

· The SOM Chair encouraged SOM to maintain good communications withthe Geneva Caucus. Communication between APEC and the Geneva Caucus should be a two-way process. 

· SOM welcomed the suggestion that the MRT send an intersessional letter to the WTO urging all WTO members to submit offers on services by the May deadline.  Australia offered to draft the text and circulate it intersessionally.

14. On FTAs/RTAs, Ministers had instructed Senior Officials to study the feasibility of developing a FTAs/RTAs Database.  The SOM Chair asked the APEC Secretariat to advise SOM of the options of either a text-only database or simple links to economies’ related websites for consideration at SOM II.

15. There was strong support by economies for another policy dialogue on FTAs/RTAs.  SOM also welcomed the participation of businesses in the FTA Trade Policy Dialogue scheduled in May 2005.  SOM agreed that the first topic for this year’s Policy Dialogue would be on ways to make use of the FTA/RTA Best Practices.  A possible additional topic would be trade facilitation in FTAs/RTAs.

16. On APEC Reform/Financial Sustainability, the SOM Chair gave details on the Friends of the Chair Group (Reform FOTC) comprising of the Executive Director and Deputy Executive Director of the APEC Secretariat, the BMC Chair, Australia, Japan, Mexico, Singapore and the USA, all of whom volunteered to join.  The areas of discussion for the FOTC would include:

· Higher efficiency through better coordination led by Japan;

· Financial sustainability led by Australia; and

· Continuous reform – to institutionalize the reform process led by Singapore.
In this regard, SOM was urged to contribute inputs and ideas to the Reform FOTC so that a proposal could be developed intersessionally by the Reform FOTC for consideration at SOM II.
17. In discussing the work plan on financial sustainability and the APEC Support Fund, the Executive Director of the APEC Secretariat reported that the value of members’ contributions had remained constant since 1999 – a decline in real terms – whereas the APEC Secretariat expenditure under the Administrative Account had risen in line with increased tasks requested by member economies.  Proactive measures had been taken by the APEC Secretariat to save an estimated US$360,000 in 2005.  Three scenarios on different levels of expenditure were presented; the lowest option avoided a deficit until 2008.  The Executive Director advised that the efforts of the APEC Secretariat to reduce the expenditure were not sufficient to ensure financial sustainability.  He further advised that SOM look into relevant issues in a holistic manner, such as the administration account, operational account, APEC’s operational and institutional modalities, as well as the possibility of changes in members’ annual contributions.  

18. Lastly, SOM discussed cultural cooperation and a proposal to add a cultural element to APEC’s agenda to help foster mutual understanding, enhance APEC’s visibility and instil a sense of community in the region.  This proposal aims to dismantle psychological barriers and create a business friendly environment by shortening the distance between markets and the people; thus, facilitating trade and investment.   As a first step, SOM endorsed a special APEC film fair to be held alongside the annual Pusan International Film Festival (PIFF) from 6-14 October 2005.  SOM also approved the establishment of a Focal Point Network to support the initiative of “Promoting Cross-Cultural Communication within the APEC Region.” 

19. Some of the documents that had been submitted at the Informal Session were also submitted, for the record, to the Plenary.  SOM noted two of them on “Towards A Sustainable Financial Strategy For APEC” (document 2005/SOM1/029) and “Sustainable Financial Strategy For APEC and a presentation by the Secretariat” (document 2005/SOM1/030)and adopted the other three on “Theme and Priorities of APEC 2005” (document 2005/SOM1/007), “APEC Reform: Formation of the FOTC” (document 2005/SOM1/035) and “Promoting Cross-Cultural Communication Within The APEC Region.”(document 2005/SOM1/041rev1)
V Trade and Investment Liberalization and Facilitation (TILF) 











         
1. Committee on Trade and Investment (CTI)
(a) Endorsement of 2005 Work Plan




              

(b) Update on the status of implementation of the Shanghai Accord /Santiago Initiative






           

(c) Collective Action Plans (CAP)




           
(d) Industry Dialogues on Automotive, Chemical, Life Sciences, Non-Ferrous Metals 




        

20. The CTI Chair briefed SOM on the outcomes of the CTI I held on 27-28 February (document 2005/SOM1/028_rev1).  CTI adopted a short list of four (4) priorities for 2005: support for the Multilateral Trading System; trade facilitation; transparency and anti-corruption; and the digital economy and strengthening IPR.  These priorities are closely aligned with SOM’s list of priorities.   

21. The CTI Chair outlined the objectives and concrete deliverables of the proposed Work Plans for each of the priorities and drew SOM’s attention to the following: 

· On the proposed Work Plan on the Support for the Multilateral Trading System, the CTI Chair noted that further consultations had taken place in leading up to the SOM Plenary.  He believed that the concerns by some economies on the proposal for APEC to “support a permanent WTO moratorium on customs duties on electronic transmissions” might then be resolved with the revised language worked out by Canada (the proponent) and the Philippines and hence the remaining bracket in the work plan might be removed.  In this regard, SOM took note of the following amendment to the 10th bullet under objectives of the proposed Work Plan on Support for the Multilateral Trading System to read “Continue discussing the possibility of APEC support for a permanent WTO moratorium on customs duties on electronic transmissions with due consideration to the positions any APEC economy may take in the WTO.” 
· On the proposed Work Plan on Trade Facilitation, the CTI Chair reported that the Committee may be interested in cooperating with the ESC to engage in dialogues with the IFIs in order to assist developing economies better access funding for trade facilitation-related capacity building projects. 
· On the proposed Work Plan on Transparency and Anti-corruption, the CTI Chair expressed his willingness to work with the APEC Anti-corruption and Transparency Task Force on transparency issues and, if invited, make a presentation at the Anti-Corruption Symposium to be hosted by Korea in September 2005.
· On the proposed Work Plan on the Digital Economy, CTI would work on the implementation of the Leaders’ Statement on the Digital Economy and Trade according to the 2003 Next Steps Paper, take a collective leadership role on digital economy issues in the WTO and implement the 2003 Future Work Paper and the Bangkok Leaders Declaration calling for economies to allow technology choice.  CTI would work on IPR, implementing the Comprehensive Strategy on IPR in APEC and take concrete steps to reduce piracy, trade in counterfeit goods and online piracy, and increase cooperation and capacity building.
22. Aside from these key priorities, the CTI Chair reported that CTI would also work on: the Mid-Term Stock Take progress towards the Bogor Goals; FTAs and RTAs; Implementation of APEC’s security commitments; and Structural Reform.  The CTI Chair also indicated willingness to work very closely with ABAC on implementation efforts.

23. Economies supported CTI’s 2005 Work Programme, commended and welcomed the exhaustive efforts of the CTI.   They underscored the importance of APEC’s support for the WTO DDA. There were a variety of opinions raised by economies in this regard.  Some economies called to the attention of SOM that, while supporting the Multilateral Trading System, APEC should not be another negotiating forum of the WTO.  Some economies proposed that services, in particular the emergency safeguard measures and mode-4, be important portions of the CTI’s work program so as to support the developing economies; whereas other economies suggested that additional elements to the CTI Work Program be discussed at CTI before SOM’s consideration. CTI’s role in trade facilitation was emphasized in relation to the implementation of the Shanghai Accord.  It was suggested that the ESC serve as the core coordinator of APEC’s collaboration with IFIs and CTI should cooperate closely with the ESC to engage in relevant dialogues and/or cooperation.. 
24. SOM noted the developments in the four (4) industry dialogues as reported in CTI’s report to SOM.  Economies underscored, in particular, the following points:

· Automotive Dialogue –The United States noted the November 2004 AMM Statement that encouraged the Auto Dialogue to continue work on non-tariff measures with a view to contributing to the DDA, and instructed the Auto Dialogue to report back with regard to the outcome of such work.  Japan stressed that the Dialogue maintain a balance between tariff and non-tariff measures so as to contribute to trade liberalisation.
 
· Chemical Dialogue – The United States highlighted that the Chemical Dialogue would continue to work on implementing the Globally Harmonized System (GHS) and reducing non-tariff measures as well as its advocacy efforts on EU REACH.  The Dialogue would also consider initiating discussions on the EU directive “Restriction of the use of Hazardous Substances” (RoHS) and UNEP’s Strategic Approach to International Chemicals Management (SAICM).

· Life Sciences Innovation Forum – Implementation of the Strategic Plan for Life Sciences would be the Forum’s key focus for 2005.  The United States acknowledged the importance of taking one or two high value priorities from each of the four Strategic Plan areas for concrete deliverables.  Thailand informed the meeting that it would be hosting a cabinet-level meeting for life sciences tentatively in early July 2005 to encourage an exchange of views of stakeholders and to promote transparency.

· Non-ferrous Metals Dialogue – The proposed dates for the first Non-Ferrous Metal Dialogue were either 21 or 22 May 2005.  The Co-chairs would circulate details to contact points for comment. 

2. IAP Peer Reviews






                      

25. As recommended by the Executive Director of the APEC Secretariat, SOM agreed to endorse the public release of the seven IAP Peer review reports tabled at the meeting (documents 2005/SOM1/010, 011, 012, 013, 015, 016, 022).  SOM commended the efforts of each review team.
26. SOM discussed ideas for future IAP Peer Reviews.  There was strong support to continue the Peer Review process since the process was a good tool: to monitor APEC’s progress towards the Bogor Goals; to help identify the difference between the current situation and the Bogor Goals and to consider future steps that needed to be taken.  Many economies raised the need to review the modalities of future reviews so as to enhance the effectiveness and efficiency of the process; a variety of suggestions in this regard were made  – to review by sectors, not by economies; to see how the process, together with the result of the Mid-Term Stock Take (MTST), would facilitate in achieving the Bogor Goals; to consider the inclusion of a political perspective to solve the problems; and the necessity of providing capacity building to assist economies in making further progress. 
27. Some member economies also stressed that due consideration should be made on the financial and administrative burden of the process in discussing the modality of the peer review process, given the high cost needed for the first round. The Executive Director of the APEC Secretariat suggested that one of the options be the elimination of travel by professional staff members of the APEC Secretariat in attending in-economy visits to economies-under-review, but he indicated that the savings would not be substantial.  SOM instructed the APEC Secretariat to analyze the cost implications of further IAP reviews before SOM II.  Some member economies proposed that frequency of the annual IAP reporting requirement be reduced to once every two years instead of every year, considering the burden it placed on member economies to complete the templates while only few changes were made to them.  However, other economies considered that the annual IAP process was one of the key instruments for members to reflect their progress and that businesses were interested in examining and referring to IAPs.

28. SOM agreed that member economies submit their suggestions or ideas on the modality for the Peer Review Process to the SOM Chair’s Office by the end of April so that the SOM Chair may consolidate these inputs and prepare a paper for discussion at SOM II.  The result of such discussion would be reported to the MRT.

3. Intellectual Property Rights (IPR) 







            
29. The United States and Japan tabled a proposal on an APEC Anti-Counterfeit and Piracy Initiative (document 2005/SOMI/036) with specific activities and programs in four (4) areas –reducing trade in counterfeit and pirated goods, reducing on-line piracy, increasing cooperation and increasing capacity building for enforcement.  The initiative expands and elevates APEC's work on IPR as instructed by the 2004 AMM.  The Republic of Korea expressed its willingness to co-sponsor as soon as it completed its internal consultations.   The United States proposed that this package be delivered for the MRT, AMM and AELM this year.
30. Economies gave this proposal their in-principle support, underscoring the importance of improved protection of intellectual property rights as a basis for contributing to the promotion of investment and economic growth in the APEC region.  Economies requested more time to consult with the relevant agencies in their capitals.  Some economies suggested that the initiative first be considered by either the Intellectual Property Expert Group (IPEG) or CTI.  Meanwhile, other economies and the SOM Chair suggested that SOM itself needed to proceed quickly in order to produce deliverables by the AMM because the next IPEG meeting would not take place until September 2005 and also because that many APEC fora and government agencies would most likely be related to this initiative.  China informed the meeting of its intension to submit the proposal of holding a High-Level Symposium on IPR in September once discussions on issues such as funding are completed and expressed its hope that other aspects are resolved soon. .
31. The SOM Chair concluded that IPR was one of the important priorities for 2005 and this initiative should be lead by SOM, and urged economies to work intersessionally and provide inputs to the United States and Japan by 31 March so that they could develop a concrete revised proposal for consideration at SOM II. 

4. Food Safety








 

32. China reported to SOM on the progress of its food safety initiative.  It noted that the CTI Sub-Committee on Standards and Conformance (SCSC) had discussed food safety issues at the meeting held in the margins of CTI I, and the SCSC had endorsed a proposal to hold a symposium on food standards in the margins of SOM III.  The symposium would be organized by Australia, China and Thailand.   China further reported that the symposium proposal development wouldinvolve relevant APEC fora such as the ATCWG and the HTF.  China asked for comments from economies prior to SOM II.   Thailand  welcomed the proposed symposium and noted that the proposal would complement the Sectoral Food MRA Pathfinder endorsed by Ministers in 2003.  The United States noted the importance of strengthening food safety, ensuring activities complement those of the expert international organizations, and the proposed symposium being coordinated with relevant APEC fora.  

33. SOM noted the progress and asked China to continue consultations with economies and relevant fora and to report back to SOM II.

VI Economic and Technical Cooperation (ECOTECH)

        
1. SOM Committee on ECOTECH (ESC)

2. Engagement of APEC with IFIs

34. The Chair of the SOM Committee on ECOTECH (ESC) reported to SOM on the outcomes of the ESC Meeting held on 28 February 2005 (documents 2005/SOM1/019, 020rev1).

· The ESC had discussed the 2005 Work Program which encompassed three major components: implementing key directives from the 16th AMM Joint Statement; coordinating with relevant stakeholders; and reaching out to the broader community.

· In response to the financial constraints facing APEC, the ESC examined how APEC’s activities could continue without impacting its ECOTECH capacity building.  The ESC appreciated Australia’s initiative to establish an APEC Support Fund to address the immediate financial difficulty facing ECOTECH activities.  The ESC supported flexibility in the development and implementation of the Fund and a rigorous evaluation framework. 

· The ESC supported the Mid-term Stocktake for the Bogor Goals (MTST) and noted that economy submissions and the final analysis should also reflect the contribution of ECOTECH in achieving the Bogor Goals.  

· The ESC would continue to work intersessionally to prepare for the next APEC/IFIs Roundtable Dialogue on ECOTECH, which could be at the ESC level.  A meeting of Lead Shepherds of relevant fora and the representative of the Finance Ministers Process (FMP) would be held to discuss ways to engage IFIs into APEC’s ECOTECH activities. 
· The ESC agreed to continue its work on evaluation frameworks and to make progress on issues such as the Strategic Action Plan for English and other Languages, Social Safety Nets and sustainable development. The ESC would consider intersessionally the role it could play on the issue of Invasive Alien Species (IAS).

35. The ESC Chair stressed the importance of engaging the private sector through ABAC.  The close coordination between the ESC and ABAC’s Capacity Building Working Group last year showed the convergence of the agendas of both groups.  The participation by a representative of the World Bank in the ESC meeting was praised as an excellent example of collaboration with the IFIs.  Finally, a review of the ESC would be incorporated as part of the Work Program and as a contribution to the MTST.

36. Japan stressed the importance of SMEs, and in particular the need to support SMEs in creating innovation, and welcomed an innovation technology show to be held in the margins of the APEC SME Ministerial meeting in Korea in August.  Thailand underscored the importance of including ECOTECH elements in the MTST.  It noted that a symposium would be held on strengthening Social Safety Nets in Korea in August 2005.   Economies urged the ESC to collaborate with other APEC fora, where relevant, and in relation to collaboration with IFIs, specifically with CTI and the Finance Ministers’ Process (FMP).
37. SOM noted the report by the ESC Chair, endorsed the 2005 ESC Work Program and supported the approach taken by the ESC to coordinate closely with relevant fora and the FMP before deciding on the agenda and topics of discussion at the IFI Roundtable.  Korea, as host of APEC 2005, offered to provide logistic support for the IFI Roundtable.  The ESC was urged to liaise with relevant fora and maintain close coordination with the Chair of the FMP with regard to appropriate representation by the IFIs.  The SOM Chair requested that each economy internally consult with its own FMP delegates to assist in selection of topics for the Roundtable.  It was also suggested that ESC play a leading role in coordinating APEC’s engagement with IFIs, given the nature of such cooperation was to develop capacity building and technical assistance program to help developing economies obtain the maximum benefits of economic cooperation.
3. Sustainable Development




                      

38. SOM noted the report by Chile on the progress by the Small Group on Sustainable Development to hold a High-Level Meeting on Sustainable Development some time in 2006. 

39. On behalf of the Lead Shepherd of the Industrial Science and Technology Working Group (ISTWG), Dr. Park Chung-Kyu, Project Overseer for APEC Climate Network, Korea’s Meteorological Administration, briefed SOM on the establishment of the APEC Climate Centre (APCC) as a self-funded APEC project of Korea.  This initiative had been agreed upon at the 27th ISTWG meeting and recognized at the 4th Science and Technology Ministerial Meeting in 2004.  (document 2005/SOM1/003rev1).   
40. Members considered that the APCC would be able to play an important role in the region on climate changes such as El Niño, and to enhance capacity building in response to natural disasters.  However, concerns were raised on the issue of whether the work of the APCC would duplicate the work of the World Meteorological Organisation (WMO) and whether there was sustainable funding for operational costs.   Korea clarified that the APCC was a partner of and would complement the work of the WMO, without duplicating the latter’s function.  At present, the Korean government had allocated funding for its operational costs. 

41. SOM concluded that this was an important decision made by the ISTWG and endorsed the establishment of the APCC.    

VII Enhancing Human Security




        
1. Counter Terrorism Task Force (CTTF)

(a)  Endorsement of 2005 Work Plan

(c)  Counter Terrorism Action Plans (CTAPs) 


    
(d)  Terms of Reference 




                      

42. The CTTF Chair, Ambassador Benjamin P. Defensor, reported on the outcomes of the 6th meeting of the Counter-Terrorism Task Force (CTTF) held on 1 March 2005 which included the agreed Work Plan, the revised CTTF Terms of Reference (TOR) recommendations arising from the STAR III Conference, project updates and new proposals, and other matters (document 2005/SOM1/026).

· CTTF discussed and approved the 2005 Work Plan and proposed a revised TOR with some text in brackets to SOM for decision and endorsement.

· On project updates, CTTF reviewed reports on the following projects and activities: 

· CTTF 01-2004 – Document Security Training Workshop

· CTTF 01-2005 S–  Airport Vulnerabilities and Counter-Measures Workshop

· The International Ship and Port Facility Security Code (ISPS) Project

· Australia’s Best Practice Activities for Secure Trade Project

· ADB’s Cooperation Fund for Regional Trade and Financial Security Initiative (FRTFSI)

· The United States noted that the first ISPS Implementation Assistance Visit program would be conducted in the Philippines, with training provided by a multi-economy team composed of representatives from Australia, Canada, Japan, Singapore, and the United States.  China gave an update on its food safety project but suggested, along with Australia, that this issue should be coordinated by the SCSC.

· On new proposals, the members discussed an immigration security project which aimed to further utilize the International Criminal Police Organization (ICPO) database on lost and stolen travel documents.  An ICPO representative had made a presentation.  The United States had suggested a deliverable on the handling of radioactive sources and invited experts to a capacity-building conference on export controls in mid-2005.  Canada proposed a formal consultation mechanism that would allow CTTF to coordinate within and outside APEC on counter-terrorism matters.  

· As of 4 March 2005, nineteen (19) member economies had submitted their updated Counter-Terrorism Action Plans (CTAPs).

43. Economies welcomed the new CTTF Chair,  commended the work and deliverables of the CTTF in 2004,, and supported the revised TOR, noting that the decision of the CTTF would increase and strengthen inter-faith dialogue, tolerance, and solidarity to enhance APEC’s commitment to peace.  Economies also welcomed the inclusion of capacity building activities. The United States reiterated its proposal on a new deliverable on handling radioactive sources such as those found in medical and industrial equipment.  The Philippines urged that CTTF cooperate with international organizations so as to avoid duplicating efforts.  China stressed that CTTF continue to work on the basis of member-driven consensus.  Chinese Taipei suggested that APEC address the issue of compatibility among members’ digital processes with regards to the Regional Movement Alert List (RMAL) and Advance Passenger Information (API) systems.
44. Economies briefed SOM on their counter-terrorism activities; 
· Canada made a presentation on the outcomes of a joint self-funded project organized with China on Airport Vulnerabilities and Counter-Measures in Beijing on 23 February 2005.  Follow-up work would consider air-marshals and discussion on the implementation of APEC’s Guidelines on the Control and Security of Man-Portable Air Defense Systems (MANPADS).  

· China also reported on a non-APEC technical workshop on MANPADS which was held back-to-back with the above project. 

· Singapore updated SOM on its planned project on technical assistance for the implementation of the International Ship and Port Facility Security Code (ISPS).  Australia, as a co-sponsor, invited all member economies to participate in the training which would take place in April 2005.   

· Indonesia would host a joint seminar with the European Union in June in Bali to promote inter-faith dialogue and tolerance.  It also highlighted the concerns over the illegal dumping as well as export and import of toxic wastes and hazardous materials. Indonesia informed SOM that an ASEAN seminar had been held in Jakarta in December 2004 to address the root causes of terrorism.  
· Japan informed that it was planning to conduct a survey on APEC Key Elements for Effective Export Control Systems which aimed to obtain information from member economies on current practices in export controls.  This would include a consolidation of the legal system and human and material resources which would lead to an objective analysis of capacity-building initiatives.  Japan affirmed that this survey would not duplicate the cross-analysis project proposed by Canada.
· The United States would organize a capacity-building conference for APEC members on export controls to focus on practical methods of implementing the APEC Key Elements for Effective Export Control Systems.
45. SOM endorsed the 2005 CTTF Work Plan (document 2005/SOM1/026anxb) and the new TOR (document 2005/SOM1/026anxa_rev2) and asked the Task Force to continue to undertake the agreed tasks.   SOM also welcomed the number of CTAPs received so far, with satisfaction, and urged those remaining economies to submit their updates soon.   SOM welcomed the new Chair and Vice Chair of the CTTF.
(b) STAR III Conference 





          
46. Korea reported the outcomes of the Third Conference on Secure Trade in the APEC Region (STAR III) held in Incheon, Korea on 25-26 February 2005 which addressed the issues of maritime and aviation security and recommended future direction for the STAR;
· The issues of balancing trade and security, strengthening cooperation in capacity building, and cooperation amongst the private and public sectors were discussed. 

· The commitments by members to fight terrorism, take collective and individual actions, and encourage active participation by the private sector in these efforts were expressed.  APEC economies were encouraged to implement the World Customs Organization (WCO) Framework of Standards to Secure and Facilitate Global Trade.  Various measures to improve overall aviation security and enhance business mobility were proposed, including the measures to effectively control the illegal transfer of MANPADS.  A proactive law and enforcement, and multi-dimensional cooperation were stressed as foundations for a secure maritime environment.  

· Concerns about the decline in the level of private sector participation were noted.  In this connection, a suggestion was made to involve ABAC in future STAR Conferences. CTTF was asked to look into the agenda and the organization of the STAR Conference in a mutually reinforcing way.

47. Indonesia underscored the importance of interaction with stakeholders, expressed its concerns on the smuggling of goods and highlighted the cooperative efforts developed together with Malaysia and Singapore to improve navigation safety while maintaining sovereignty in the Malacca Strait.  

48. SOM noted the outcomes of STAR III.  SOM also noted the concerns and appreciated efforts from members in promoting STAR among their business community.   SOM agreed that the level of private sector participation in the STAR Conference was an important agenda for CTTF and called on members to assist in enhancing awareness and making future programs more attractive to the private sector.

2. Disaster Preparedness/Responsiveness



                     
49. The SOM Chair’s paper which compiled suggestions made during the Informal Session was submitted to SOM (document 2005/SOM1/044rev1) and endorsed.  The paper consolidated actions to be taken by APEC to respond to and prepare for future emergencies and natural disasters.  Senior Officials agreed to communicate this strategy to the media of their respective economies.

50. The Thai Vice Lead Shepherd of TEL briefed on the result of the discussions at the APT-ITU Meeting on “the Role of ICT for Disaster Reduction,” held in Bangkok, Thailand, on 28 February 2005 (document 2005/SOM1/037rev1).   He noted that the meeting provided an idea on the role of ICT for disaster reduction and awareness, and informed SOM that it was also aware that TEL could play an important role in this regard by assisting affected economies in disaster relief.   He suggested that TEL undertake further work in the role of ICT for disaster preparedness/responsiveness and report back to the relevant meetings.

51. Japan made a presentation on the initiative of the ISTWG, “Earthquake and Tsunami Disaster Mitigation For the Asia-Pacific Region (“EqTAP”) in which it suggested that, in particular, information sharing and capacity building were possible areas where APEC could add value by utilizing and reactivating our existing programs and/or fora (document 2005/SOM1/038).  Japan also proposed to hold an “APEC-EqTAP Seminar” this year to disseminate EqTAP’s useful outcomes to APEC member economies.
3. Health Security







                      

52. The Chair of the HTF, Dr. Melinda Moore, briefed SOM on the progress of the HTF since 2004 and its 2005 Work Plan (document 2005/SOM1/021).  Her recommendations encompassed SOM’s endorsement of a preliminary Work Plan for 2005, a proposed agenda for the multi-sectoral Avian Influenza Symposium, participation by relevant international organizations, the new HIV/AIDS project and non-members participation, and the preparation of a report to SOM II which addressed renewal of the HTF mandate beyond 2005.  The HTF Chair also informed SOM of the transfer of her responsibility to Dr. Amar Bhat for the remainder of 2005.  

53. Economies supported the Work Plan of the Task Force.  Indonesia stressed the importance of a multidisciplinary approach and proposed to strengthen cooperation with international organizations. Thailand reiterated the importance of fighting HIV/AIDS as well as avian influenza, which was echoed by many economies.
54. SOM commended the progress made by the HTF and endorsed the 2005 Work Plan, the Avian Influenza Symposium, the HIV/AIDS project and non-members participation, and looked forward to reviewing the report on the renewal of the mandate at SOM II.  In recognition of the HTF Chair’s leadership and the achievement of the HTF, SOM commended Dr. Moore for her excellent achievement and contribution to APEC during her time as Chair of the HTF. 

4. Energy Security Initiative (CAIRNS)



                     
55. Ms. Vicki Brown, as the representative of the Energy Working Group (EWG), briefed SOM on the work relating to the Comprehensive Action Initiative Recognizing The Need For Strengthening The APEC Energy Security Initiative - Energy Security, Sustainable Development And Common Prosperity (CAIRNS) adopted in November 2004. (document 2005/SOM1/004)  The Initiative identified a number of new activities that responded to the new energy security priorities of members.  These included the impact of oil prices on patterns of trade in the APEC region; petroleum infrastructure and crude and refined products; and a greater focus on energy for sustainable development.  The latter is one of the major themes of the Commission on Sustainable Development and the work of the EWG would contribute to these efforts.  The EWG is continuing its work under a broader umbrella of the evolving Energy Security Initiative.  In response to short-term emergencies, the EWG developed the best practices on strategic oil stocks; an Earthquake Response Cooperation Initiative; a Real-Time Emergency Information Sharing System; and coordination among member economy inputs into the Joint Oil Data Initiative.  The EWG also developed longer-term responses to the region’s energy security challenges.  These included investment in energy infrastructure; cross-border trade in electricity and natural gas; energy efficiency; new and renewable energy technologies; hydrogen, fuel cells and alternative transport fuels; clean fossil energy technologies; energy from methyl hydrates; framework for the discussion of nuclear power; and petroleum infrastructure and crude and refined products.  The next meeting of the EWG would be held in March 2005 in Viet Nam.

56. Thailand informed the meeting of its plan to launch a project on the economic impact of the energy price hike and future liquid bio-fuel.  China informed SOM that it would host a self-funded project on renewable energy in August/September 2005.  Chinese Taipei also informed of its workshop on “Expanding the LNG Market in Asia: Policies, Commercial Practices and Technology,” co-sponsored by the United States and Australia to be held from 21 -23 March 2005.  The United States called to the attention of the EWG the development of the LNG market.  There was particular interest in oil price volatility and on best practices.  Some member economies requested the EWG develop a capacity building program on renewable energy sources.    Meanwhile the Philippines suggested that APEC address possible higher costs caused by energy efficiency technology. 
57. SOM took note of the EWG’s presentation and commended the work done by the Working Group. 

VIII  Macro Economic Issues and Structural Reform


                

1. Economic Committee (EC)




                      
58. The SOM Chair welcomed Dr. Kyung Tae Lee, President of the Korea Institute of International Economics Policy (KIEP) as the new EC Chair.   
59. The EC Chair briefed the meeting on the outcomes of the first Economic Committee meeting and the two key actions for 2005 - research and Structural Reform under the framework of the new Terms of Establishment (TOE) of the Economic Committee (EC)  (document 2005/SOM1/023).  
· The EC would conduct the following research in 2005:

· 2005 Economic Outlook, Chapter 1: Economic Performance and Prospects and Chapter 2 (Thematic Chapter): Economic Impact of Counter-terrorism in the APEC region.

· Patterns and Prospects on Technological Progress 

· The impact of APEC Investment Liberalization and Facilitation

· The EC Chair's Office and the APEC Secretariat would conduct a survey to identify improvements that could be made to the Economic Outlook, such as the timing of the publication.

· The EC Chair introduced the preliminary outcome of the studies on the cost of the 9/11 terrorism attacks. One such study showed that the total cost of the attack, including direct costs and the macroeconomic impact was around US$670 billion.  In this connection, the EC was planning to organize a Seminar on the Economic Impact of Counter-Terrorism in July 2005 and the project proposal would be put forward to BMC I for funding.

· The EC had agreed that the following actions would be taken to address Structural Reform in 2005 under the new TOE (document 2005/SOM1/024).

· A Stocktake of Structural Reform Activities to define the area of works and priority;

· Coordination with other relevant APEC fora, particularly CTI, CPDG, SELI and the Finance Ministers’ Process (FMP);

· An APEC-OECD Structural Reform Capacity Building Symposium to be held in the margins of SOM III.

· A Friends of the Chair Group (FOTC) was established to assist the EC Chair to implement the EC’s work on Structural Reform. 

60. Economies welcomed the new TOE of the EC and looked forward to further advancing EC’s works on Structural Reform.  New Zealand, in particular, emphasized the relationship between Structural Reform and economic development and asked for greater policy focus in the EC’s work.
61. SOM welcomed the new EC Chair and noted the report of the EC.  SOM endorsed the new TOE of the EC and its 2005 Work Program.

IX Mid-term Stock Take (MTST) 





                      

62. Korea briefed SOM on the progress of the Mid-Term Stock Take for the Bogor Goals (MTST).  Ten (10) economies and two (2) stakeholders had submitted their respective assessment reports.  Those economies and stakeholders who had not submitted their reports were urged to do so as soon as possible.  Upon receipt of all the assessment reports, the Project Team comprising experts selected by the five (5) overseeing economies (Australia, China, Japan, Korea and Viet Nam) would compile and analyze the reports and prepare a discussion paper for the MTST Symposium to be held on 29 May 2005.  The main objective of this Symposium would be to develop a framework and the elements to be reflected in the final report of MTST to be delivered to the AMM and the AELM in November 2005 (document 2005/SOM1/018).  

63. SOM commended the work of the overseeing economies and noted the progress of the MTST.  SOM approved the draft program of the Symposium on the Bogor Goals Mid-Term Stock Take and looked forward to receiving a more detailed program when the speakers and discussants were identified.   

X Other Activities and Initiatives



1. Santiago Commitment to Fight Corruption and Ensure Transparency     

64. Korea outlined the key elements of the Terms of Reference (TOR) for the APEC Anti-Corruption and Transparency Experts Task Force that would coordinate the implementation of the Santiago Commitment to Fight Corruption and Ensure Transparency, the APEC Course of Action on Fighting Corruption and Ensuring Transparency and the APEC Transparency Standards (document 2005/SOM1/017).  The Task Force would be chaired by the APEC host economy of the year, with assistance from two (2) vice chairs and the APEC Secretariat.  The Task Force would be supported at the working level by a Friends of the Chair group (FOTC) of five (5) to nine (9) economies and a coordinator to be appointed before SOM II.  The Task Force would have an initial term of three (3) years. 

65. Korea further noted that the Chair for 2005 would be a high level representative from its Independent Commission Against Corruption (KICAC).  Priorities for 2005 would be to hold the first Task Force Meeting and an International Anti-Corruption symposium in Korea in September 2005.  The draft program for the Symposium would be circulated after SOM I for comments from member economies.  

66. Economies supported the launch of the Task Force and its TOR.  The United States stressed that the Task Force and the Symposium address the issues that were being raised by economies – in particular, promoting cooperation in areas such as extradition; legal assistance and judicial and law enforcement; asset forfeiture and recovery; capacity building; and securing cooperation from ABAC.   Indonesia proposed that the Task Force work to establish a network among member economies so as to exchange best practices.  The Philippines volunteered to join the FOTC.  Viet Nam asked for assistance and cooperation from economies in its role as Chair in APEC 2006.  
67. The CTI Chair committed himself to working closely with the Task Force.  However, he pointed out that as far as the transparency elements of the Santiago Commitment were concerned, CTI played the central role rather than the Task Force and in this regard proposed that the TOR should refer to the need for coordination with APEC fora such as the CTI and its sub-fora.  Most economies concurred in view of the CTI Chair, while other economies stated that the current TOR might already capture the point raised by the CTI.
68. SOM endorsed the TOR of the Task Force and instructed its Chair economy to consider the suggestions made at the meeting including establishing a network of anti-corruption experts, capacity building and coordination with APEC fora, in particular CTI,  when developing the 2005 work plan.   SOM would continue its discussion at SOM II when the work plan is brought forward.
2. e-APEC strategy and Knowledge-Based Economy (KBE)
                     

69. Upon the proposal by the SOM Chair, SOM instructed the Telecommunications and Information Working Group (TEL) to prepare APEC’s contribution to the World Summit on the Information Society (WSIS) meeting this year for consideration at SOM II.   SOM also agreed to a proposal by the SOM Chair that Korea follow the practice of APEC 2003 and deliver APEC’s message at the WSIS in November.   
70. SOM agreed to a proposal by Korea (a) to develop a strategy that would complement the e-APEC Strategy to counter new threats to the internet such as viruses and SPAM and (b) to begin developing strategies to assist APEC in meeting the Brunei Goals.  SOM also agreed to instruct TEL to start to work on these proposal along with e-security issues, and to report back results of its deliberations by SOM III. 
71. The United States, on behalf of the Chair of the Electronic Commerce Steering Group (ECSG), reported on the outcomes of the 11th ECSG meeting (document 2005/SOM I/014).   The ECSG’s report highlighted the importance of moving the international implementation of the APEC Privacy Framework forward and translating this conceptual framework into workable solutions for each economy to protect the privacy of data and to facilitate the cross border movement of data.  

72. Economies supported the work of the ECSG and urged the extension of the mandate of the Group.  Singapore underscored the importance of the harmonization of the cross-border contact.  Chinese Taipei suggested that more work needed to be done in the consumer protection area, and highlighted the ECSG’s work to implement the APEC Strategies and Actions Toward a Cross-Border Paperless Trading Environment to achieve APEC’s paperless trading goals.  Australia requested that the Group work closely with TEL on the issue of SPAM.
73. SOM noted and welcomed the report of the Electronic Commerce Steering Group and agreed to extend the mandate of the ECSG for another two (2) years.  SOM also welcomed the appointment of Mexico as the new Chair of the ECSG and Canada, China, the Republic of Korea and the United States as Vice Chairs.   SOM also advised the Group to further its work agenda on the international implementation of the APEC Privacy Framework.

3. Development of a SOM Database on Implementation of APEC Commitments






                                                

74. The Executive Director of the APEC Secretariat reported that after spending US $22,625 on the dummy model and contractual obligations, the project on development of a SOM Database on Implementation of APEC Commitments (SOM Tasking Database) had been put on hold, pending further instructions.  This decision was taken as result of the APEC Secretariat’s concern of the apparent lack of commitment to the project by members, as evidenced by the very limited response from member economies to repeated requests by the APEC Secretariat for answers to key issues.   The Executive Director indicated that this database would only be useful if it was an accurate and meaningful reflection of the tasks and activities, and that it was dependent on all members and relevant fora in providing data in a prescribed manner and on a timely basis.  In addition, maintenance of data required a commitment of resources by member economies and fora.    He concluded by saying that the success of the SOM Tasking Database was predicated on the support and commitment of SOM and all member economies. In light of APEC’s current financial situation and the lack of a widely stated commitment by all members to the SOM Tasking Database, the APEC Secretariat sought a clear and strong reaffirmation of SOM’s desire to proceed with this project.  He recommended that this issue be discussed by the Reform FOTC and that a report on the result of discussions be reported to SOM II.

75. Thailand indicated that while they saw the important role of the APEC Secretariat as the central repository for APEC, it did recognize the database as a long-term commitment that needed the full support of all economies.  Thus, it supported the Executive Director’s recommendation to take a closer look at the need for this database.  It committed itself to working closely on this issue.   New Zealand stated that it saw a SOM Tasking Database as being very important for governance purposes and endorsed the Executive Director’s suggestion.  Australia commented that it saw this database as being a very useful tool, but only if it was well designed and easy to use.

76. SOM approved the Executive Director’s suggested course of action and referred work on the SOM Tasking Database to the Reform FOTC with an update to be provided at SOM II. 

4. Interaction with stakeholders




              

77. The ABAC Chair presented ABAC’s 2005 Work Plan (document 2005/SOM1/034). He emphasized that ABAC valued the interaction with APEC and welcomed the closer relationship with it. He invited representatives from APEC, i.e. SOM Chair, APEC Secretariat and the Committee Chairs from CTTF, CTI, and ESC to future ABAC meetings. 

78. He informed SOM that ABAC had selected the theme for 2005 to be “Networking Asia-Pacific: A Pathway to Common prosperity,” and selected four (4) sub-themes – Contribution to the reform and development of APEC; Building a harmonious relationship between the business and international security environments; Establishing a business environment for securing business ethics management; and Achieving a cohesive Asia-Pacific community. 

79. He emphasized that the key item of ABAC’s work this year was to prepare for ABAC’s contribution to the MTST where business perspectives were to be injected.  ABAC had established a Task Force for this task, which held its first meeting in January 2005 in Seoul.   ABAC would offer recommendations on how APEC could ensure achieving the Bogor Goals.  ABAC intended to complete its assessment report in time for SOM II and the MRT.   In this regard, the ABAC Chair advised that a letter had been sent to the SOM Chair which contained ABAC’s view on the changes in the world economic environment since the Bogor Goals and its recommended actions.
80. He briefed SOM on the outcomes of the ABAC meeting held in February 2005 in Mexico City, Mexico.  Reflecting on ABAC priorities, ABAC had established one Committee and four (4) Working Groups; Action Plan Monitoring Committee (APMC), TILF Working Group, Finance Working Group, Capacity Building Working Group, and Technology Working Group. 

· The APMC would be working on the IAP Peer Review process dealing with recommendations to strengthen future Peer Reviews, follow-ups of ABAC recommendations, and the APEC Food System (AFS).  The APMC also cooperated with the CTI concerning the latter’s Work Program.  In 2005, ABAC would request for a formal feedback mechanism with regard to ABAC’s recommendations and request to allow ABAC to identify the relevant fora that would respond to each recommendation from the business sector.  The ABAC Chair had sent another letter to the SOM Chair that strongly recommended APEC to continue the IAP Peer Review.
· The TILF Working Group would be working on WTO DDA related issues, the trade facilitation area, and responding to the Santiago Initiative.  It also plans to measure the impact of new security measures.  ABAC plans to send delegations to the Geneva Caucus some time around July to press for progress on the negotiations; in regards to the timing and manner, the view of the SOM Chair’s office would be sought.  
· The Finance Working Group would be working also on the support for the WTO negotiations, particularly concerning services negotiations, and on strengthening this region’s finances.  Advance work would encompass curtailing funds for corruption, good governance and transparency, the symposium on transparency and anti-corruption (budget discipline, management of hedge funds, bond markets), and establishing a disaster response network to provide business participation in government work.

· The Capacity Building Working Group would be working with the APEC Human Resources Development Working Group (HRDWG) and other relevant APEC for a to advance capacity building in the services sector, for SMEs and building confidence in tourism. 

· The Technology Working Group would be working on infrastructures, energy technology, environmental consideration, IPR and life sciences, which will contribute to APEC’s 2005 goals.

81. The ABAC Chair also outlined the details of the APEC CEO Summit to be held on 17-19 November in Busan, Korea and indicated that Leaders would be invited to participate.

82. Economies welcomed and appreciated ABAC’s input.  In response to some economies’ request, the SOM Chair would forward the letters he had received from the ABAC Chair. 

83. SOM noted the presentation of ABAC and noted requests therein, and welcomed ABAC’s enthusiasm for work this year.  The SOM Chair reiterated that APEC was meant for business and reminded him that the Santiago Initiative addressed APEC’s concern for the business sector.   The SOM Chair underlined the importance of the close coordination between APEC and ABAC, in particular, concerning consultations regarding the most opportune time to visit Geneva. 

5. Finance Ministers’ Process




                      
84. The Finance Ministers’ Process (FMP) Technical Working Group (TWG) Chair briefed the meeting on the FMP progress. 

· The 12th APEC Finance Ministers’ meeting would be held on 8-9 September 2005 in Jeju, Korea; this meeting would be preceded by the Deputies Meeting on 6-7 September.  The TWG held its first meeting in December 2004 and a second would be held on 16-18 June 2005 in Gwangju, Korea.  

· The themes for the 2005 FMP were;

· Free and Stable Movement of Capital – intra-regional capital flows; and

· Meet the Challenge of Aging Economies – concentrating on the financial aspects of aging societies, complementing the work of the G-20 and ASEM on immigration and social security.

· Other initiatives of the FMP are in progress with the active participation of member economies:

· Voluntary Action Plan for Supporting Freer and More Stable Capital Flows;

· Financial Regulators Training Initiative;

· Finance and Development Program;

· Future Economic Leaders Think Tank;

· Initiative on Remittance Schemes; and

· Initiative on APEC Financial Institutions Dealing with SMEs.

· There would be two (2) new initiatives in 2005: Deepening Financial Regulatory Capacity and Insolvency Reform.

85. SOM noted the report and the SOM Chair expressed his appreciation for the presentation.   The SOM Chair stressed that it would be important for the FMP to cooperate with the Economic Committee on Structural Reform and with the ESC and other fora on their proposed collaboration with IFIs, in particular, on the 2nd APEC-IFI Roundtable scheduled on the margins of SOM III. 

6. Preparation for APEC 2006

86. Viet Nam presented a proposal for funding from the Operational Account (document 2005/SOM1/008 Rev1).  The seminar to be held in Hanoi in July 2005 would propose themes for 2006, building on the activities of the Mid-Term Stock Take. It would identify the challenges to APEC’s economic cooperation and promote continuity.  In this regard the host economies for 2005, 2007 and 2008 are cosponsors of the proposal.  Members endorsed the proposal for funding consideration at BMC I.

XI Budget and Management Issues




              


1. The APEC Secretariat






          

87. The Executive Director of the APEC Secretariat presented the APEC Secretariat’s Operational Plan for 2005 (document 2005/SOMI/005) outlining the basic directions that the APEC Secretariat would undertake this year under the tighter financial conditions to provide outputs and services to Senior Officials and all APEC fora.

· In the context of financial sustainability of APEC, he highlighted that the APEC Secretariat was taking this issue very seriously.  The APEC Secretariat would be pro-active in its operation by looking into areas where further improvements can be made.  This year, the APEC Secretariat has adopted the theme “Towards a Smarter Secretariat: Meet the Challenge; Make the Change.”  

· In addition, an Ad-hoc Group on APEC Secretariat Reform (SRG) was set up within the APEC Secretariat to address specific issues/tasks aiming to improve the function of the APEC Secretariat.  The Group would also support the work of the Reform FOTC.   While more ideas would be proposed from the SRG, some of the cost-saving measures had already been implemented.  These included a revision of the rule on eligibility for business class travel for all the APEC Secretariat staff from duration in excess of nine (9) hours to twelve (12) hours, a study on the possibility of Fixed-Term Contract Employment (FTCE) for support staff and specialists, an introduction of an Internship Programme, and e-Secretariat Initiatives to reduce paper work.  

· The Executive Director reassured that the APEC Secretariat would continue to implement cost-saving measures without compromising the quality of services provided to APEC.  Emphasizing that such initiative to reduce expenditure of the APEC Secretariat was just a beginning to address the problems on financial sustainability, he called for more comprehensive actions to ensure the mid and long term financial sustainability.
88. Many economies supported the actions taken by the APEC Secretariat.  Russia suggested that APEC explore further options to reduce expenditure, for instance, cutting cost arising from developing a database and other outreach activities.  One economy suggested that if APEC planned an increase in members’ contributions, considering the budgetary cycle of most economies, a decision needed to be made before 2006.   
89. SOM commended the initiative by the APEC Secretariat to undertake decisions in trimming operation costs and encouraged the APEC Secretariat to continue due steps.  SOM looked forward to the work of the Reform FOTC to address the financial sustainability in a more holistic manner.

APEC Support Fund

90. The Executive Director of the APEC Secretariat briefed the meeting on the operational modalities for the APEC Support Fund (documents 2005/SOM1/032, 033). The aims of the fund had been agreed upon at AMM in 2004.  There could be two types of contributions – core (untied) and non-core (where the donors would have some leverage through a vetting process prior to BMC).  He outlined the approval processes for the new sub-funds, contributions and projects.  There were still a number of technical issues to develop which would be covered through an MOU.  He sought the approval of members to the broad principles of the fund. 

91. Members appreciated the work of the APEC Secretariat in preparing for the paper but determined that further intersessional work was required on the core/non-core aspects of the fund.   Economies also underlined the importance of flexibility in designing the modality of the operation of the fund and advised the APEC Secretariat to develop a broad range of options for SOM’s consideration.  Having seen the complexity of this issue, the SOM Chair proposed that SOM refrain from making a decision at SOM I.
92. SOM noted the report of the APEC Secretariat and instructed it to continue working on more concrete ideas intersessionally based on inputs from members provided to the APEC Secretariat before BMC I and report back, through BMC I, to SOM II for a final decision.

2. Budget and Management Committee (BMC)



          

93. The BMC Chair presented his report (document 2005/SOM1/009) and emphasized that the BMC stood ready to assist SOM and the Reform FOTC in the work on APEC Reform.  There should be a high priority for work on the sustainable financial strategy for APEC as BMC II in August 2005 would be considering the Administrative and Operational Account budget and members’ contribution rates for 2006 then.  BMC would need to have SOM guidance to agree to these items.  He appealed to the Senior Officials to ensure that BMC members be prepared to make difficult decisions based on APEC-wide priorities.  He noted that the actions of Senior Officials in approving a number of projects at SOM I showed that they were supportive of APEC projects at least at around the current funding levels. 

94. SOM noted the BMC Chair’s report and endorsed recommendations therein.
XII Other Issues



           

1. Preparations for Sectoral Ministerial Meetings                                              

(a) Ministers Responsible for Trade (MRT) (Korea)

(b) TEL Ministers Meeting (Peru)

(c) SME Ministers Meeting (Korea) 

(d) Finance Ministers Meeting (Korea)

(e) Ministerial Meeting on Oceans (Indonesia)

95. Korea briefed the meeting on the preparation of the MRT that would be held on 2-3 June 2005 in Jeju, Korea.  Accommodations information would be sent out in 1-2 weeks time; the Administrative Circular by end March; the on-line accreditation from 15 April; and the agenda in due course.

96. Peru briefed the meeting on the preparations for the 6th Telecommunication Ministers Meeting (TELMIN 6) which would be held in Lima 29 May-3 June 2005 (document 2005/SOM1/039).  The topics of the meeting were set out in the document 2005/SOM1/039 and would be elaborated on at the next TEL meeting during the first week of April in Bangkok.

97. Korea briefed the meeting on the preparations for the 12th Small and Medium-sized Enterprise Ministerial Meeting (document 2005/SOM1/043), scheduled for early September in Daegu.

98. Indonesia briefed SOM on the preparations for the 2nd Ministerial Meeting on Oceans to be held in Denpasar, Bali on 16-17 September 2005 (document 2005/SOM1/025). Indonesia requested members to provide them with contact details of the relevant Ministers as soon as possible.  The Administrative circular would be issued soon.

99. SOM noted the preparation for the Sectoral Ministers’ Meeting by each host and the SOM Chair thanked members for their detailed briefings. 

2. Acknowledgement of “For Information Items”
                                   
               
100. SOM noted documents that were submitted to SOM I but had not been discussed during the meeting;
	Document No.
	Title
	Submitted By

	
	
	

	2005/SOM1/002
	Progress Report - APEC Social Safety Nets-Capacity Building Network
	Korea and Thailand

	2005/SOM1/006rev1
	Outcomes Of The 4th Annual High Level Policy Dialogue On Agricultural Biotechnology
	HLPDAB Coordinator

	2005/SOM1/027
	APEC Study Centre Consortium 2005 Report To SOM I
	ASCC

	2005/SOM1/040
	PECC Statement To APEC SOM I
	PECC

	2005/SOM1/042
	Highlights Of The Tenth ASEAN Summit
	ASEAN Secretariat


3. Official Observers (ASEAN, PIF, PECC)



           
PECC
101. The PECC representative requested that the PECC statement (document 2005/SOMI/040) be corrected to change the date of their General meeting which would take place in Seoul to read “5th -7th of September.”  He expressed his gratitude to Senior Officials for giving the observers the opportunity to attend the Informal Session, as it was informative of APEC’s work plans for the year

102. The SOM Chair noted that SOM had received a letter from the Executive Director of the APEC Secretariat with regard to the request from the United Nations Economic and Social Commission for Asia and the Pacific (ESCAP) to become an Official Observer.  The SOM Chair reminded that as per the Revised Consolidated Guidelines on non-Member Participation in APEC Activities (non-member guidelines), APEC had only three Official Observers and that if SOM were to invite others, SOM would have to revise the core provisions of the guideline.  He asked that SOM not discuss this issue for the time being and that SOM consider how to best deal with this request, or possible similar requests, from a broader angle so that the issue could be discussed at a future meeting. 

XIII Classification of Documents

103. SOM approved the list of meeting documents to be made public as recommended by the APEC Secretariat and relevant economies. 

XIV Summary and Conclusion





                

104. SOM Chair concluded the Meeting.
_____________________________
- 1 -

