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Introduction

1. The APEC Budget and Management Committee (BMC) held its third meeting for 2011 at the Hyatt Regency Hotel in San Francisco on 17 September 2011.

2. The meeting was attended by representatives from Australia; Canada; Chile; China; Hong Kong, China; Indonesia; Japan; Republic of Korea; Malaysia; Mexico; New Zealand; Papua New Guinea; Peru; the Philippines; the Russian Federation; Singapore; Chinese Taipei; Thailand; the United States of America, Viet Nam and the APEC Secretariat.  Brunei Darussalam was not represented.  The list of participants is at 2011/SOM3/BMC3/PL.  

3. The meeting was chaired by Mr. Toru Morikawa, Director, APEC Division, Ministry of Foreign Affairs, Japan.
Agenda Item 1: Chair’s Opening Remarks 

4. The Chair welcomed Ambassador Noor and BMC members to the meeting.  The Chair noted that BMC had a fruitful BMC 2 meeting in Singapore where APEC’s budgets were reviewed and agreement reached on a range of issues including Guidebook clarifications and long term evaluations.
Agenda Item 2: Adoption of Agenda 

5. The meeting adopted the Agenda. The delegates agreed to the business arrangements and program proposed by the Chair.  In view of the schedule of the meeting, the Chair appealed to members to be succinct in their interventions and to be on time.
Agenda Item 3.1: Financial Reports and Budgets 

6. The meeting noted the contents of 2011/SOM3/BMC3/002 and the proposed reallocation of funds to support costs relating to new publications, media and outreach work, increases in subscriptions, increased insurance costs and support for increases in utility costs. The reallocation was for approximately 1% of the originally approved budget and there were no increases in the overall provision of the AA 2011 budget.
Agenda Item 3.2: Budgets for 2012 
7. BMC Chair introduced the agenda item by explaining the budget for 2012 (2011/SOM3/BMC3/003) was discussed at BMC 2 and endorsed by SOM in May 2011. 
8. The delegate from the Russian Federation suggested that APEC economies consider as one of the measures of budget deficit prevention the possibility of airfare costs reduction for APEC Secretariat officials buying Economy class air tickets instead of Business class tickets for flights over 6 hours. The delegate proposed that Business Class airfares should be based on the actual position or designation of the traveler. It was noted that the costs for Business Class airfares outlined in the budget for 2012 discussed at BMC2 were high. The delegate underlined that the measures to be undertaken should not affect the level of APEC Secretariat participation in relevant meetings. Ambassador Noor clarified the current policy which allows business class travel on flights over 12 hours. 
9. The Chair invited Russia to submit a formal proposal detailing specific issues regarding the budget for 2012 so that the Secretariat could formulate an appropriate response to issues raised. Japan commented that while it is important to consider improving efficiencies in the budget, it is also important to take a flexible approach to addressing airfares, particularly as they relate to project- related travel. The Chair noted that the details of the budget for 2012 had already been discussed in detail at BMC2 and that the Secretariat’s explanations as to how to achieve budgetary efficiencies had been welcomed by members with members endorsing the budget for 2012 at the meeting.  The delegate from the Russian Federation indicated that taking into consideration Ambassador Noor’s comments and the possibility of a budget deficit in the forthcoming years, it is important that BMC delegates think about ways of managing the deficit. The Chair concluded that the discussion of the issue brought to the fore the important role the Budget and Management Committee plays in addressing key budget related issues.

Agenda Item 4: Project Management Reform

Agenda Item 4.1: Project Management Unit Report

10. The meeting noted the contents of 2011/SOM3/BMC3/004 outlining the work undertaken by the PMU since the last BMC meeting in April 2011. The Meeting noted that the timelines for next year’s project approval sessions will be made available intersessionally as the exact dates for SOM are still being finalised. Members noted that the Funding Criteria for 2012 was expected to be drafted by CSOM for comment, to be finalized by ISOM. Members noted that the first project approval session for 2012 may be held as early as the second week of January and that the decisions for the timing will be based on the proposed schedules of key meetings for 2012.

11. The Philippines indicated that while the rationale for front-loading the approval sessions is acknowledged the tight timelines between Sessions 1 and 2 make it difficult for project proponents to develop good quality project proposals and that consideration should be given to spacing the sessions out more evenly throughout 2012. 
12. The Philippines also highlighted the difficulties associated with navigating through the range of internal deadlines set by the various fora and working groups as well as at the Committee level and sought the Secretariat’s assistance in setting standardised deadlines across the various working groups/sub-fora and Committees to improve predictability and manageability. Thailand also highlighted the need for more visibility of the internal deadlines and suggested that BMC members be provided with details of all internal deadlines by the Secretariat to facilitate better communication and planning. The suggested was supported by the US as this approach would improve inter-agency coordination.  As a first step, the Secretariat agreed to collect and disseminate to BMC members a list of all internal sub-fora project deadlines for upcoming project cycles.
13. BMC Chair noted that the next year’s project approval sessions were just over the horizon and sought the Russian delegation’s views on the proposed timing of the 2012 meeting schedules. The delegate informed BMC that the Russian Ministry of Foreign Affairs had forwarded a preliminary schedule to the Secretariat and that the actual timelines will be confirmed in due course.

14. The Secretariat agreed to develop a suitable timetable for 2012 project sessions which evenly spaced out the sessions throughout the year, while keeping in mind the actual scheduling of key meetings during the Russian year. The Chair tasked the Secretariat to come up with some practical options on how to manage and coordinate internal deadlines as well as draft a tentative schedule and share this information intersessionally, by 17 October 2011. 
Agenda Item 4.2 (i) Guidebook Clarifications

Concept Note Cap and Two Strike Rule:

15. The Chair in introducing the paper 2011/SOM3/BMC3/005, indicated that it contained issues for Members to note and for formal endorsement. The Secretariat informed Members that the text on the Concept Note Cap and the Two Strike Rule was approved intersessionally and that these procedural changes will come into effect in Session 3. Members were also informed that the Guidebook had been updated to include these two issues as well as the text and templates on Multi-Year Projects (MYPs). The Secretariat confirmed that this information was disseminated to other fora, sub-fora and working groups in the standard PMU updates conducted at various fora/working group meetings. The updates were noted by BMC.

Contracting Approaches – Direct Contracting and addressing Conflict of Interest Issues

16. The meeting considered the revised text on contracting approaches in the Guidebook (Chapter 8) which had been circulated intersessionally for comment and approval. The changes to the existing text reflected the need to strengthen APEC contracting policies to improve accountability and transparency. The delegate from the Russian Federation queried how the current approaches would apply to self-funded components of projects and noted that the additional requirements may pose an added burden on project overseers. The delegate also sought clarification on how the new approaches would impact on bids for airfares. The Secretariat clarified that the strengthened processes were applicable to the APEC funded component of projects and not the self-funded components, which would be governed under the economy’s own procurement policies and that the travel arrangements were in line with existing policies for travel. Philippines commented that APEC projects sometime require specialist technical expertise and that there needs to be some flexibility to enable proponents to select those with appropriate expertise to implement projects. Members requested additional time to review the document due to detailed nature of the paper. The Chair proposed that the draft paper be circulated intersessionally, with the deadline for comments by 17 October 2011.

Improved processes to assign funding to Concept Notes during stage 2 of the project cycle

17. The meeting considered the proposed amendments to the Guidebook text on strengthening processes on selecting and nominating the appropriate funding source at the Concept Note stage. This was in lieu of a recent case where the funding source had to be switched from the Trade and Investment Liberalization Facilitation (TILF) Special Account to the APEC Support Fund (ASF) at the full proposal stage after BMC in-principle approval had been obtained. Members had requested the Secretariat to strengthen the Guidebook text and internal systems to ensure that the correct funding source was nominated and selected at the Concept Note stage. Australia queried whether the decision to change the funding source was communicated to project proponents. The Secretariat informed members that this was usually communicated through the relevant Program Director responsible for the particular fora or working group, after the funding source was assigned. 

18. New Zealand suggested that the text under Step 4 – Section 4-11 should be changed as follows: 
“If the Secretariat determines that a concept note submitted under ASF or TILF does not meet the account funding guidelines it will be reassigned for consideration under another appropriate fund”.

The Chair noted that the final draft text on the issue should be circulated intersessionally for further comment and final endorsement by 17 October 2011.                                             
Funding of Simultaneous Interpretation Costs under APEC funded projects

19. The meeting considered the draft amendments to the Guidebook text on the issue of approving simultaneous interpretation costs. The revisions included specific criteria to inform and guide the approval of waivers for simultaneous interpretation by the Secretariat and BMC. This text was circulated intersessionally for members’ review and endorsement. Japan queried the rationale for including the reference to interpretation costs “not exceeding 5 per cent of the total budget of the APEC funded event” and suggested that final approval should be subject to BMC endorsement. The Chair noted that this was an important issue that warranted further discussion intersessionally and that the Guidebook text on this topic should be finalised prior to 2012. The Chair suggested that a two-week timeline (from 17 September) for approval by Members of the final text on the issue.  

20. The meeting noted the establishment of the new three year $2.5 million capacity building sub fund set up to support Structural Reform initiatives in line with the APEC New Strategy for Structural Reform (ANSSR). The funding was provided by Australia. The Chair noted the fund and thanked Australia for the contribution. 

Agenda Item 4.2 (ii) Cash Passport & Project Management Payment Processes
21. In introducing the paper 2011/SOM3/BMC3/006 the Secretariat informed BMC that the cashpassport product had not been launched in Singapore as scheduled, and as a result was unable to conduct a trial of the product to test its viability. Members were also informed of another trial underway by the Secretariat which aimed at improving existing processes relating to travel related payments. Members were informed that the outcomes of this trial will be circulated for consideration by BMC by end of October. The Chair welcomed the Secretariat’s efforts in undertaking a trial of the new system in the absence of the cashpassport product. 

22. The delegate from the Russian Federation noted the necessity of, determining ways of monitoring the operations of “Mastercard”, which is intended by the Secretariat together with BMC;, organizing interaction of APEC Secretariat with project participants  in the use of these cards; and  seeking explanations for some of the technical and management aspects of the use of this product. These technical and management issues are as follows:,: how the risk of recouping funds in the instances of non-participation would be managed by the Secretariat; whether the ATM withdrawal amount can be increased to exceed the current threshold of $1500; what currencies are available on the card; the relative courier costs for each of the 21 economies; whether other options were available to transfer the cards to POs. Also the delegate drew the attention of the BMC delegates that the introduction of this product in APEC framework will entail additional budget expenditures associated with the payments of the Secretariat to "Mastercard" and miscellaneous expenses for the application of the product within APEC. The Secretariat confirmed that the risk of not being able to recoup advance payments made to participants was low and that the current system required travelers to sign off on a travel undertaking which set out their responsibilities in terms of the use of and return of any funds advanced by the Secretariat. The Secretariat also indicated that in the absence of a trial of the product its suitability for use by the Secretariat was unknown. The Secretariat agreed to respond to each of the specific queries raised by the delegate via email.

23. The delegate from PNG welcomed the Secretariat’s efforts at providing advance payments to participants. The delegate indicated that the accounting systems within the Government of PNG do not allow for a reimbursement based system as reimbursements received are directly transferred as consolidated revenue into an account within the Department of Treasury. The US queried who would be liable for the loss or misuse of the cashpassport card. The Secretariat indicated that if the card is lost or stolen the card can be blocked by calling a 24 hour emergency number. However if the directions for the use of the card have not been followed appropriately resulting in the loss or misuse of the card then Cashpassport would not be considered liable. Members noted that the results of the trail will be submitted to BMC for information in October.

Agenda Item 4.2 (iii) Long-term Evaluations of Projects 
24. In presenting the paper on long term evaluations (2011/SOM3/BMC3/007) Director PMU indicated that the issue of developing options for conducting larger scale evaluations to assess the overall impact of APEC’s projects, was discussed in 2010 and then at BMC2 in Singapore. At BMC2 in Singapore members requested that the Secretariat prepare a more detailed paper on the proposed methodology for this exercise to be shared intersessionally for Members’ review and comment. 

25. Japan emphasized the importance of conducting evaluations, particularly in the context of the Secretariat commencing multi-year projects. Mexico while acknowledging that this was an important issue, queried the difference between the proposed evaluations and individual assessments of fora performance currently undertaken by the SCE. The delegate also noted that the proposed selection criteria should not be based on how long the group has been in existence but on how active they are and on their overall performance.  The Secretariat explained that the independent assessments undertaken by the SCE focus on the performance of individual sub-fora with the aim of assessing how and whether these groups contribute to achieving APEC goals. The proposed independent evaluation of APEC projects will focus on the collective impact of a collection of projects under fora/working groups to assess how effective the projects have been in achieving capacity building outcomes. 

26. Australia confirmed support of the concept but acknowledged that delving back into assessing past performance of project may be difficult. Australia also sought information on how much this exercise will cost. The Secretariat confirmed that tentative costings based on hiring an independent consultant with the appropriate skills and expertise, will be up to $1500 per day plus reimbursement costs. The Secretariat also indicated the need to hire external expertise to undertake this work as the PMU was not geared to support this work and that similar consultancies such as the 2009 study on Devolution were supported with funds available under the Australian Effectiveness Grant funding mechanism. Russia suggested an earlier timeline for the evaluation and the Secretariat confirmed that the suggested timelines were in keeping with the proposed deadlines for the upgrade of the Project Database which is due to be completed in mid 2012. The Co-Chair Mr Nakao suggested that BMC will be seeking SOM approval of the paper when reporting to SOM on BMC outcomes and that the PMU should seek to flag this with Committees during the standard PMU updates to the relevant Committees. The Chair also noted that the paper will be subsequently circulated to SCE and CTI for discussion. BMC also endorsed the paper and approved the proposed methodology and timing for the evaluation. 
Agenda Item 4.2 (iv) Monitoring and Completion Reports
27. The meeting considered 2011/SOM3/BMC3/008. The Secretariat informed Members that the last outstanding monitoring report was submitted by the deadline. The Meeting noted the proposed improvements to the APEC monitoring and evaluation system as outlined in the paper.

Agenda Item 5: APEC Management Issues

Agenda Item 5.1 Secretariat Update on Key Staffing Issues

28. The meeting noted the contents of 2011/SOM3/BMC3/009. Members noted the temporary staffing arrangements in place in the absence of the Director Finance. 

Agenda Item 6: Progress of Approved Projects 


Agenda Item 6.1 Financial Reports for Completed and Ongoing projects

29. The meeting noted the contents of 2011/SOM3/BMC3/010. 
Agenda Item 7: Chair and Vice-Chair in 2012

30. The Chair in introducing the item indicated that as per standard practice the United States will be filling the position of BMC Chair with the Vice-Chair position occupied by the Russian Federation. The US nominated Mr Robert Koepcke as the Chair designate. The Russian Federation will confirm their nominee in due course.
Agenda Item 8: Other Business
31. The Chair invited Australia to outline the changes to the existing Avian Influenza sub-fund which involved broadening the scope of the fund to cover other issues such as health security and emergency preparedness. The Chair welcomed the move to expand the focus of the sub fund and thanked Australia’s contribution.

32. The BMC Co-Chair, Mr Nakao commented that the Multi-Year Project (MYP) pilot is due to commence in Session 3 and that SOM would be keen to get a better appreciation of the types of concept notes to be funded in the next session. Mr Nakao noted that there was no fixed standard and no uniform critieria to inform funding decisions and requested the Secretariat to provide Members with an update on the MYP pilot and processes. The Secretariat explained that up to 4-5 concept notes may be submitted in Session 3 with the Secretariat having reviewed three early drafts to date. The Secretariat indicated that the pilot will run for 3 sessions with up to 3 MYPs selected for funding per session. During the pilot stage the proposed processes will be tested and a review of the overall processes will be conducted in 2013.

33. The Chair informed Members that at the High Level Policy Dialogue on Women and Economy, the San Francisco Declaration had been formally adopted, and that Terms of Reference for the APEC Policy Partnership on Women and the Economy (PPWE) were being drafted (note, the PPWE TOR was later endorsed by SOMs at SOM3). The Chair mentioned that this and in particular the establishment of the Project Assessment Standing Committee (PASC) would have implications for how the project proposal assessments would be conducted and managed. The Chair flagged that this would need to be discussed by BMC in the future.
Agenda Item 9:
Date of Next Meeting

34. The meeting agreed that the next BMC meeting will be held at the margins of SOM1 and the exact date for the meeting will be decided in consultation with the Russian Federation. The delegate from the Russian Federation indicated that the potential dates for the next BMC meetings are 26 January in Moscow and 27 June for BMC2 in Kazan. 
35. The Chair assured support to the incoming BMC Chair and Co-Chair and his engagement on BMC matters as a member of the Japanese delegation. BMC thanked the Chair for his effective and efficient chairing of BMC meetings.
Agenda Item 10: Classification of Documents

36. The meeting amended the Classification of Documents as set out in 2011/SOM3/BMC3/000 with paper 2011/SOM3/BMC3/006 to be classified as ‘restricted’. The agreed document classification list of this meeting is 2011/SOM3/BMC3/000.
37. The meeting adjourned at 1.50 pm on 17 September 2011.
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