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Introduction

1. The APEC Budget and Management Committee (BMC) held its second meeting in 2012 in Kazan, Russia, on 30 May 2012.

2. The Meeting was attended by representatives from Australia; Brunei Darussalam; Chile; China; Hong Kong, China; Indonesia; Japan; Korea; Malaysia; New Zealand; Papua New Guinea, Peru, the Philippines; Russia; Singapore; Chinese Taipei; Thailand; the United States (US); Viet Nam and the APEC Secretariat.  Canada and Mexico were not represented.  The list of participants is at Annex. 

3. The Meeting was chaired by Dr Ryan MacFarlane, Deputy Director, Bureau of East Asian and Pacific Affairs, Office of Economy Policy, US Department of State.

Agenda Item 1: Opening Remarks

4. The Chair welcomed Members and Ambassador Noor to the BMC meeting and thanked Russia for their warm hospitality.  He also thanked Members for participating in the informal pre-meeting held on 29 May.  The Chair hoped to make this BMC meeting equally fruitful as BMC1.
Agenda Item 2: Adoption of Agenda (2012/SOM2/BMC2/001) 

5. The meeting adopted the Agenda circulated to Members on 4 May 2012.
Agenda Item 3: Business Arrangements and Program (2012/SOM2/BMC2/002) 

6. The Chair proposed that the Small Working Group on Evaluation (SWGE) meet after BMC2 had concluded.  The Meeting agreed to the business arrangements and program and for the SWGE to meet after the BMC meeting.
Agenda Item 4: Financial Reports and Budgets 

4.1
Audited Financial Statements for the Year Ended 31 December 2011 
(2012/SOM2/BMC2/003)

7. The BMC noted and approved the Secretariat’s audited financial statements for 2011 presented by the independent auditors, Ernst and Young, who expressed the opinion that the financial reports prepared by the Secretariat were presented fairly and were drawn up in accordance with the Singapore Financial Reporting Standards, which were in line with international best practices. 
4.2
Administrative Account Budget 2013-2015 (2012/SOM2/BMC2/004)
8. Ambassador Muhamad Noor, Executive Director of the APEC Secretariat, introduced the proposed Administrative Account (AA) budget for 2013 to 2015 set out in paper 004.  He highlighted that the AA budget for 2013 was a reduction by over 8% from the approved budget in 2012 mainly due to the lower travel cost in view of the hosting location for 2013.   The Secretariat had continued to follow the guideline that the growth of the proposed budget for items within the control of the Secretariat, which excludes the costs for travel and recruitment of the Executive Director (ED), should not exceed the inflation rate in Singapore.  The Monetary Authority of Singapore forecasted in mid-April 2012 that CPI-All Items inflation for 2012 would be 3.5-4.5%.  The inflation rate in Singapore in March and April 2012 stood at 5.2% and 5.4% year-on-year respectively. 

9. Ambassador Noor pointed out that the proposed AA budget had absorbed the proposed increase in remuneration for the new ED starting from 2013, proposed staff salary increase in 2014 and the top-up to the money set aside in the Asset Replacement Fund for replacing ED’s car in 2015.   The proposed AA budget had also budgeted for items for which the Secretariat was currently receiving sponsorship, namely costs on the Website Content Management System (WCMS) and firewall.  At this early juncture Member Economies would not be in a position to assure the Secretariat of the continuation of sponsorship.  Ambassador Noor remarked that the proposed staff salary increase at 5% in 2014 would not fully compensate staff for inflation since the last salary revision in 2008.
10. Ambassador Noor further said that Secretariat was seeking sponsorship of S$125,000 for the review of communications program in 2013.

11. Making reference to the level of savings against the AA budget in 2011, Russia said that the Secretariat’s budget should be prepared in such a way that it would be close to the level of actual expenditure.   Ambassador Noor responded that during budget preparation detailed travel arrangements for various APEC meetings in the following year might not be available.  The US, as the host for APEC 2011, streamlined the meeting arrangements and it had saved travel cost.  Separately, the Secretariat was also mindful to control cost.
12. Japan said that after the 2011 earthquake Japanese people were concerned about the level of government spending on international organisations like APEC.  Japan would continue to monitor the AA budget and asked the Secretariat to spend carefully.

13. The BMC endorsed the proposed AA budget for 2013 and recommended it to Senior Officials and Ministers for approval.  The BMC also noted the proposed AA budgets for 2014 and 2015, and acknowledged that they would be updated nearer the time.
4.3
2013-2015 Members’ Contributions (2012/SOM2/BMC2/005)
14. Finance Director of the APEC Secretariat referred the meeting to paper 005 and noted that the proposed Members’ contribution levels for the three financial years had been drawn up based on the proposed 2013-2015 AA budget and the fiscal principles agreed to by Senior Officials in 2009.

15. Finance Director reported for Members' information that the Secretariat had received full contributions for 2012 for the AA and Operational Account (OA) from 12 Economies.  The Secretariat would continue to follow up with the remaining nine Economies.

16. The BMC endorsed the 2013 Members' contributions for recommending for approval by Senior Officials and Ministers.  The BMC also noted the 2014 and 2015 forecast contribution levels.

4.4
Financial Reports of Completed and On-going Projects (2012/SOM2/BMC2/006)

17. The Chair asked the meeting to note paper 006, being a regular information paper.  The paper aimed to keep the BMC abreast of the spending of approved projects.  The BMC noted the report.
Agenda Item 5: Project Management 

5.1 
Project Management Unit Report (2012/SOM2/BMC2/007)

18. The PMU Director of the APEC Secretariat took the meeting through the key progress made on project management reforms outlined in the BMC Workplan for 2012.  She updated Members on the progress on multi-year projects (MYP), with a total of 6 projects approved to date.  She also briefed members on Session 2 outcomes and that the quality assessment process would be undertaken soon for full proposals that have been submitted.   

19. The PMU Director introduced the draft Terms of Reference (ToRs) for the SWGE and sought Members' views on the chairing and reporting arrangements.  She noted that due to resource constraints within the PMU, it would be important to establish the SWGE to take forward the work on the evaluations.  At the invitation of the Chair, The PMU Director outlined the responsibilities of the Chair of the SWGE. These include providing strategic guidance to the Secretariat and to report to the BMC and other APEC Committees and sub fora as needed on progress on the evaluations.   It is proposed that the SWGE Chair will work in consultation with the BMC Chair.
20. The PMU Director said that the digitalized Guidebook on APEC Projects would be uploaded onto the system after BMC2.  Separately, she aimed to have the upgraded project database ready by the time the SWGE-led evaluation of APEC projects starts.  The cost for upgrading the project database came from the APEC Technical Assistance and Training Facility (TATF).

21. The PMU Director said that the next round of the train-the-trainer program would be held in Indonesia on the margins of BMC1 and was planned to cover the project monitoring and reporting system.

22. The Chair thanked APEC TATF and Australia (under the Effectiveness Grant) for on-going support to improve project quality.

23. The US indicated interest in participating in the SWGE.

24. Australia expressed that the proposal reflected the wish of Ministers and Senior Officials to communicate to stakeholders the work of APEC and how well Members’ contributions were used.  Australia hoped that Members would endorse the ToRs and participate in the SWGE.

25. The BMC endorsed the draft ToRs for the SWGE and noted progress on project management reforms.  The Chair invited indication of interest in SWGE’s membership and chairmanship or co-chairmanship.  In response, Australia indicated they would be available to take an active role either as Chair or Co-Chair but was open to other interested economies taking such role.

26. The Chair said that a meeting would be convened amongst Members interested in joining the SWGE after the BMC meeting to discuss the detailed arrangements.

5.2 
Summary Report on Monitoring and Completion Reports (2012/SOM2/BMC2/008)

27. The PMU Director highlighted the key findings of the analysis on the 117 monitoring and 80 completion reports in paper 008, submitted in the February 2012 reporting round.  Key lessons learned include the need to place sufficient emphasis on planning of project budgets as some projects had unspent funds which could have supported additional projects. The need to plan and organise preliminary project inputs well in advance (such as surveys and questionnaires) to minimize any delays in implementation was another key lesson gleaned from the monitoring and completion reports.  She said that the templates for the monitoring and completion reports need to be revised further to gather qualitative information and outcomes related information.
28. Australia proposed that the workplan of the SWGE include looking into ways to make the monitoring and completion reports more effective.

29. The BMC noted PMU’s analyses on APEC project monitoring and completion reports and endorsed the recommendation for SWGE to refine the monitoring and completion report templates further.  

5.3 
8th Edition Guidebook on APEC Projects (2012/SOM2/BMC2/009)
30. The PMU Director highlighted the major updates made in the 8th edition of the Guidebook on APEC Projects (the Guidebook).  The new edition of the document contained the policy and process recommendations approved by BMC in 2010 and 2011, e.g., the 2-strike rule, contracting and simultaneous interpretation.  There had also been refinement to the Guidebook text and structure in view of POs’ comments to make the Guidebook more user-friendly.  The PMU Director also sought BMC’s endorsement of the proposed disclaimer for translation of the Guidebook by Member Economies.  The new edition of the Guidebook would come into effect on 1 June 2012.    The PMU Director thanked Australia for supporting the cost of editing the Guidebook.

31. The meeting noted the progress on the digitalization of the Guidebook, which would make the Guidebook more accessible.  The BMC approved the 8th Edition of the APEC Project Guidebook that would take effect starting 1 June 2012.

Agenda Item 6: APEC Management Issues
6.1 
Secretariat Update on Key Staffing Issues (2012/SOM2/BMC2/010)

32. Ambassador Noor updated the BMC on key staffing issues in the Secretariat as outlined in paper 010.  There had been a normal turnover of Program Directors and the Secretariat had continued to implement the Annual Training Plan.  Several Members recognized the hard work of the Secretariat and thanked the staff for their continued support.
33. The BMC noted the Secretariat’s update on key staffing issues as well as its training plan.
6.2
Update on APEC TATF Progress and Work Plans (2012/SOM2/BMC2/011)

34. APEC TATF briefed the meeting on its work as in paper 011, including TATF’s support for the APEC Secretariat and work under APEC’s three pillars of trade and investment liberalization, business facilitation and ECOTECH.
35. Ambassador Noor thanked TATF for providing technical assistance to the Secretariat in implementing management best practices and professionalization of the Secretariat.  It helped the Secretariat provide better services to Members.
36. Ambassador Noor added that the Secretariat was seeking inputs from the ASEAN Secretariat to a mapping exercise between APEC and ASEAN. The results would be reported to SOM.
37. The US was glad that the Secretariat and TATF worked very closely in the past few years and TATF’s work had borne fruits.  The US indicated they were considering continuing with APEC TATF beyond the current term.

38. The meeting noted the update by APEC TATF.

Agenda Item 7: Other Business

7.1
Disbursement of Travel-Related Expenses to APEC-Funded Travelers 
(2012/SOM2/BMC2/012)


39. Referring the meeting to paper 012, the Finance Director of the APEC Secretariat explained that as part of the follow-up work arising of the consultancy study on “Devolution, Delegation and Risk Management of Projects” in 2009, the Secretariat had investigated the option of instituting a cash passport system to pay APEC-funded travelers.  In view of the delay of the launch of the Cash Passport product in Singapore, the Secretariat had explored other ways to improve processes on travel-related payments and conducted a trial by paying travel expenses in advance to travelers in selected projects in 2011.  The Secretariat reported the results of the trial to BMC inter-sessionally in May 2012 and put forward four options on future disbursement of travel-related expenses for BMC’s consideration.  Options 1 to 3 would introduce different changes to the way the Secretariat would pay the travelers, while option 4 was the maintenance of the status quo.  In all 4 options, the Secretariat would ask the travelers to refund all or part of the payment if they did not attend the event or if they shortened their stay.  Options 1 to 3 would create additional financial implications in varying degree.  They would either forgo overpayments that the Secretariat would have recovered from the travelers or incur additional administrative costs.  The Secretariat had so far received comments from 6 Member Economies.  Options 1, 2 and 4 each received support from 2 Members.  The views of the Members were summarized in paper 012.

40. Russia enquired about the existing procedures, how the options proposed by the Secretariat might relieve administrative workload and the option that would be most convenient to participants.  They also enquired about the implications of the options on AA and OA.  Russia in principle supported an option that would facilitate participation, were acceptable to both the Secretariat and travelers, and would result in reduced financial implications.   

41. Australia recommended that the BMC adopt option 1 while being open to option 2.  Option 1 would encourage more participants to attend APEC events and was the most efficient for the Secretariat.  Australia remarked that the Secretariat had looked into ways to minimize the risks (of over-payments).

42. The US echoed the view of Australia and was comfortable with either options 1 or 2.  The US considered it important to incentivize participants from developing economies to attend APEC events.  They remarked that another paper for the Policy Support Unit (PSU) Board meeting indicated that the Secretariat’s Finance Department was under staffed.  Option 1 would help alleviate the situation.  Quoting the statistics from the trial in making advance payments in 2011, the US questioned if it was the most efficient use of the time of Secretariat staff to chase overpayments.

43. On enquiry from the Philippines, the Finance Director clarified that there was no need for the Secretariat to go for liquidation in option 1.  The Finance Director also responded to Russia’s question, that since the cash passport product had not been launched in Singapore, the Secretariat had so far not been able to conduct any trial on the cash passport proposal.  On Singapore’s enquiry, the Finance Director explained that paying airfare and per diem before and after the events respectively was similar to option 3, which would cost the most amongst different options.  She also indicated that, in response to the question from Russia, POs had not been consulted on the different options as the Secretariat should first seek the agreement from the BMC on the option to pursue.

44. Chinese Taipei echoed Australia and the US in choosing either option 1 or 2.  Chinese Taipei preferred option 2 as it would streamline the existing process while recovering overpayments.  Chinese Taipei also suggested that the Secretariat should fund travelers on the basis of non-refundable air tickets that were cheaper, and remarked that the lower amongst the airfare quotations by the traveler and the Secretariat should be adopted.  Chinese Taipei added that if option 1 was adopted, the Secretariat must ensure that the airfare quotation must be close to the actual airfare.  More accurate quotations would save cost and workload in option 2.  

[Post-meeting note: Under the Secretariat’s existing procedures, the Secretariat would compare the airfare quotation provided by the traveler with the market price for the “most direct and economical flight” available on international travel websites.  Save in exceptional circumstances, the principle is that the airfare should not exceed that market price for such flight on the website.  Where the airfare quotation provided by the traveler is higher, the Secretariat would invite the traveler to obtain a quotation at or lower than the website price.  Where the airfare quotation provided by the traveler is lower, the Secretariat would set the cap for the airfare at that level.  During this process, the Secretariat compares the airfare available for the eligible class (economy or business) for the most direct and economical flight.  The choice would include non-refundable tickets, though it is possible that the cheapest non-refundable ticket might not be available at the time of purchase.]
45. Singapore was concerned about the additional cost implications for options 1 to 3 which in the future might translate into increasing contributions from Member Economies or less funds for projects.  

46. Australia remarked that the additional financial implications for option 1 would be borne out by project funds and it should not impact on the bottom line of the Secretariat.  Singapore said that funds in the OA also formed part of Members’ contributions and the additional financial implications from option 1 would have had cost half or one-third of an APEC project.  Singapore added that the status quo had already allowed travelers to request advance payment.  Chinese Taipei said that it was necessary to balance the need for supporting project funding and option 2 would provide for more certainty.

47. Singapore asked if the Finance Department in the Secretariat might be able to cope with the increase in workload if either option 1 or option 2 was chosen assuming that the (functional) integration of the Secretariat and PSU went ahead.  Ambassador Noor explained that if the proposed integration (of the accounting functions) with the PSU went ahead, the Secretariat would need to recruit additional staff.  That would be a matter different from the options for disbursement of travel payments.  Singapore queried whether option 1 would lead to the situation where Secretariat staff would have less work, while enjoying a salary increase (in 2014) amidst the increased cost in implementing the option.  Ambassador Noor responded that the proposed 5% increase in staff salary in 2014 was an independent exercise which would not be able to compensate staff for the impact of inflation since the last salary review in 2008.  He added that the Secretariat had no plan to bid for additional staff to implement option 2 (notwithstanding the increase in manpower requirements).

48. Malaysia stated that advance payment would encourage participation in APEC events.  Malaysia supported either option 1 or 2, and suggested that the meeting should focus on streamlining of procedures.  Malaysia also recommended the Secretariat to set a price ceiling on the most direct and economical flight for the traveler.  In response, Ambassador Noor explained that the Secretariat was setting such caps, though travelers might be able to buy cheaper tickets.  In response to Singapore’s enquiry, Ambassador Noor indicated that the Secretariat was not able to disburse payments to travelers in cash as Secretariat staff were usually not present at the events.

49. Considering the implications of different options, Russia supported either option 2 or 4 given that the Secretariat might overpay travelers in making advance payments and it would be useful to recover the excess payment.   The process also upheld accountability as it required supporting documentation from travelers.

50. The Philippines remarked that while the process in option 1 was more streamlined, option 2 was a safer approach.  The need to encourage participation in APEC events should be balanced with the collective good of APEC.

51. Singapore preferred option 4 but suggested that a trial might be conducted if there was a consensus in the meeting for option 2.

52. Hong Kong, China, preferred option 4 and pointed out that option 2 was very similar to the status quo where travelers would receive advance payment upon request.  Hong Kong, China, said that the Secretariat might try option 2 if there was consensus.

53. Australia remarked that there were also costs to maintain the status quo.  The Finance Department in the Secretariat was already under staffed and option 1 would streamline the administrative burden.

54. The Chair indicated that a trial (following the processes in option 2) was conducted in 2011.  The Chair proposed that if there was no consensus on the option to pursue, the status quo should be maintained and the BMC would take up the issue again should Members wished to revisit the issue in the future. 

55. Singapore suggested that the Secretariat should make an effort to make it clearer to POs and travelers that advance payment was available.

56. The Chair concluded that as the BMC did not reach a consensus, the status quo would be kept until the BMC decides on the issue in the future.  During project implementation, the Secretariat would specifically remind Project Overseers and participants of APEC projects (from travel-eligible economies) that advance payment of travel expenses was available.  Given the financial and human resource implications for each of the options presented, the Secretariat would provide a paper setting out the staffing situation in the Finance Department and the resource needs to address the shortfall.  The implications would be presented to the BMC alongside the different options for improving travel payment disbursement for the BMC’s further consideration.  
57. In response to Russia’s enquiry on the AA budget, Ambassador Noor explained that the proposed recruitment cost for the new ED in 2015 covered, for example, the costs for advertisement in the Economist and the provision for the travel cost of the candidates attending the final round of interview; airfare and accommodation costs for the new ED and family to take up the post in Singapore, as well as allowances for furnishing, installation and baggage, amongst others.  The Finance Director noted that the proposed item was for year 2015 and the amount budgeted would be reviewed.

58. Members did not raise any issue for discussion under Other Business.  The Chair indicated that chairmanship of BMC would be handed over to Russia in 2013.

8.
Date of Next Meeting

59. The BMC noted that the next BMC Meeting would be held in 2013.  The date and venue would be fixed in consultation with incoming host economy, Indonesia. 

9.
Classification of Documents (2012/SOM2/BMC2/000)
60. The meeting approved the Classification of Documents as set out in paper 000.   

61. The meeting was adjourned at 12:55 p.m.. 
APEC Secretariat

June 2011
Page 1 of 7

