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Introduction

1. The APEC Budget and Management Committee (BMC) held its first meeting for 2014 in Ningbo, China on 23 February 2014.

2. The meeting was attended by representatives from Australia; Brunei; Canada; Chile; China; Hong Kong, China; Indonesia; Japan; New Zealand; Papua New Guinea; Peru; the Philippines; Russia; Singapore; Chinese Taipei; Thailand; the United States; Viet Nam and the APEC Secretariat.  Korea; Malaysia and Mexico were not represented.  The list of participants is at 2014/SOM1/BMC/PL.
3. The meeting was chaired by Mr Ferdy Piay, Counsellor and Deputy Director, Directorate of Intraregional Cooperation of Asia Pacific and Africa, Department of Foreign Affairs of Indonesia.

Agenda Item 1:  Chair’s Opening Remarks 

4. The Chair welcomed BMC colleagues and representatives of the APEC Secretariat to the meeting and thanked the China hosts for their hospitality.  The Chair also introduced Mr Shi Wei, from the Ministry of Foreign Affairs of China, as the BMC Vice-Chair.  
Agenda Item 2:  Adoption of Agenda 

5. The Chair noted that no comments were received from members on the proposed draft agenda (2014/SOM1/BMC/001) which was circulated on 26 January 2014.  The meeting adopted the agenda.
Agenda Item 3:  Remarks by the Executive Director 

6. The Executive Director briefed the meeting on the financial position of the Secretariat, and that he would present the 2014 APEC Secretariat Operational Plan to the First Senior Officials’ Meeting (SOM) and the audited financial statements and the Secretariat’s budget to BMC2 in 2014.  He remarked that the Secretariat had completed a number of key staffing matters, including the recruitment of a Chief of Staff and an internal review on the salary scales of locally recruited staff, and that further work on the financial realignment exercise would be reported and discussed in BMC2.  The Secretariat had also proposed a number of project funding and project management related matters for discussion at this BMC meeting.
Agenda Item 4:  APEC 2014 Priorities

7. Mr Shi Wei, BMC Vice-Chair, welcomed members to China and introduced the 2014 APEC priorities, namely:
(a) Advancing regional economic integration; 
(b) Promoting innovative development, economic reform and growth; and
(c) Strengthening comprehensive connectivity and infrastructure development.
8. The Chair invited members to note and support the 2014 APEC priorities, particularly through financing projects. 
Agenda Item 5:  2014 BMC Work Plan
9. The Chair introduced the proposed 2014 BMC Work Plan as set out in 2014/SOM1/BMC/002.  On the finance side, the more major work for 2014 would include:

(a) Consider the Secretariat’s Administrative Account (AA) budget and Members’ contributions for 2015 to 2017 in BMC2 and recommend the 2015 budget and Members’ contributions to SOM for endorsement in SOM3; 
(b) Consider options for utilising uncommitted reserve in AA, including the possibility of transferring funds to the Operational Account (OA) to support APEC projects.  This would be considered in BMC2, together with the Secretariat’s fund management policy and three-year rolling budget;
(c) Oversee the progress of the financial realignment exercise being undertaken by the Secretariat, including implementation of the new initiatives approved by BMC and SOM last year, and consider the results of the consultancy study under this exercise in BMC2; and
(d) Follow-up the decisions approved by SOM last year to set an aspirational target for voluntary contributions to APEC project funds accounts and establish a modus operandi for coordinating the voluntary contributions, which would be discussed at this meeting.
10. In terms of progressing work on the project management reforms, the Chair informed the meeting that:

(a) There were three key areas in 2014, including a review of the multi-year project pilot phase; implementing the recommendations of the consultancy to establish a framework to conduct evaluations of APEC projects; and further streamlining and improving aspects of the existing project selection and prioritisation process; 
(b) For the review of multi-year projects, its terms of reference had been drafted by the Secretariat.  The BMC Small Working Group, established in 2012, would guide the Secretariat’s work in this space.  The outcomes of the review would be presented to members after its completion;
(c) On the implementation of the recommendations of the evaluations consultancy completed in 2013, the Secretariat would present the progress update, which included a pipeline for future evaluations and changes to existing templates and systems to track and assess project impacts and outcomes; and
(d) As part of BMC-led efforts to streamline and improve the overall transparency and effectiveness of APEC project selection processes, members would consider the approach proposed by Canada at this meeting.

11. Canada suggested continuing to review the work plan to take into account the discussions in BMC meetings and any arising issues and follow-up actions. 
12. There being no other comments, the meeting endorsed the 2014 BMC Work Plan.
Agenda Item 6:  Project Management
6.1
Project Management Unit Update Report

13. Director (Project Management Unit (PMU)) introduced the PMU report as set out in 2014/SOM1/BMC/003 and invited members to note the updates provided in the report. 
14. The Philippines thanked the Secretariat for the information provided in the report, as well as the PMU and the APEC Technical Assistance and Training Facility for organising a capacity building workshop in Manila last year in support of the Philippines as the incoming host economy for next year.
15. There being no other comments, the meeting noted the updates on project-related issues outlined in the PMU report.
6.2
Extended 2012 Projects (2014/SOM1/BMC/004) 
6.3
Financial Reports for Completed and Ongoing Projects (2014/SOM1/BMC/005)
16. The Chair noted that papers 004 and 005 were regular information papers.  There being no comments or questions from the floor, the meeting noted both papers, including the extensions granted by the Secretariat for projects ending 31 December 2013 and the financial reports for projects.
6.4
Project Management Reform 
(i)  Long Term Evaluations of APEC Projects – An Update
17. Director (PMU) introduced progress achieved in implementing the recommendations of the consultancy on conducting evaluations of APEC projects.  It included changes made to project templates and the development of a standard template for APEC post-project evaluation surveys, which would be ready for use by the second project session for 2014 and included in the APEC Project Guidebook.  The Secretariat had also developed an indicative pipeline of potential project evaluations for 2014-16, and would develop a monitoring and evaluation resource pack using external technical expertise.  In line with the agenda of the SOM Steering Committee on ECOTECH (SCE) for assessing ways of improving capacity building within APEC and using working group strategic plans as a departure point, the Secretariat would develop a tool kit to undertake capacity needs assessments of working groups.  
18. The Philippines remarked that, as the Chair of SCE this year, it had taken note and would be happy to work with economies on the consultancy’s recommendation to encourage sub-fora to conduct capacity building needs assessments of their members to identify capacity building requirements directly related to the strategic planning frameworks.  
19. There being no other comments, the meeting noted the paper (2014/SOM1/BMC/006) on the progress achieved in implementing the recommendations of the evaluations consultancy and the next steps.
(ii)  Review of the Pilot Phase of Multi-year Projects – Draft Terms of Reference
20. Director (PMU) informed the meeting that the Secretariat had developed draft terms of reference for the review of the multi-year project pilot based on the discussions in 2010 on the scope of the pilot and the review.  The Secretariat would, in consultation with the BMC Small Working Group on Effectiveness, select an independent consultant to undertake this work and assess the outcomes of the review.  Members would be provided with nominations of the consultant, timeline and scope of this consultancy work intersessionally.  The review would be completed by mid-2014 and the results would be presented at BMC2 for consideration.
21. China indicated support to the overall direction of the review and suggested that more multi-year projects could be carried out by developing economies to promote more sharing of experiences. 
22. The United States remarked that although many of the existing multi-year projects were proposed by developed economies, they were aimed at the capacity building of all members, particularly developing economies.  She echoed China’s comment about the importance of experience sharing, particularly on the planning of multi-year projects, and suggested PMU to consider this if it was decided that further multi-year projects would be implemented.  She added that the United States would be happy to share experience on this by then.
23. There being no other comments, the meeting noted the draft terms of reference prepared by the Secretariat as set out in 2014/SOM1/BMC/007 for the proposed review of multi-year projects to be undertaken in 2014.
(iii)  Discussion Paper on Project Prioritisation and Ranking Process
24. Director (PMU) introduced the discussion paper (2014/SOM1/BMC/008).  She highlighted that at BM2 in 2013, there were a few areas identified to further improve the overall transparency of the project ranking and prioritisation process and promote more efficiencies.  Subsequent to that, Canada came up with a proposal to introduce a points-based scoring system to rank and prioritise projects, which had been circulated to members in November 2013.  The Secretariat’s assessment was that the proposal provided a more systematic and transparent way of selecting project concept notes.  It also provided an opportunity for working groups/sub-fora priority decisions to be factored into the committee level assessments and for members to include an assessment of overall project quality in determining priority.  However, the proposal might require higher levels of engagement of member economies and could have resources implications to them, which was yet to be tested. 
25. The Philippines thanked Canada for the proposal and considered it a step towards the right direction of improving the project ranking and prioritisation process.  She suggested moving further to pilot this proposal with the assistance of the Secretariat to test whether it could make the process more efficient and better secure the inputs of APEC sub-fora and working groups.
26. In response to the Chair’s question on volunteers for the pilot, the United States indicated support to the proposal and interest in piloting it as soon as possible, which might begin from the first project session to be started in the end of February 2014.  
27. Singapore also indicated support to the proposal and the pilot, but would require more time to consider the options of scoring system suggested in the paper.  He undertook to get back to the Secretariat intersessionally on when Singapore would be ready to participate in the pilot.
28. Canada remarked that it would be one of the participants in the pilot and was prepared to start it at the first project session.  He welcomed all member economies to participate in and work through the process preferably at the second project session, if not the first one, with a view to providing feedback for further modifications to the relevant templates as necessary and implementing the proposed system as early as possible.
29. Japan indicated that she would advise the Secretariat intersessionally on whether Japan would participate in the pilot after conducting further consultation internally within her economy.  She would also examine the templates and provide comments to the Secretariat intersessionally.
30. In response to Canada’s question on whether all members could agree to pilot at the second project session, Singapore reiterated that it would need to conduct internal consultation and would confirm the Secretariat intersessionally on when to start the pilot.

31. Papua New Guinea indicated support to the pilot.  He remarked that members’ participation in the pilot should be on a voluntary basis and setting a timeframe for the pilot might pose a challenge to some of the members.
32. The Chair concluded that BMC noted the progress update by the Secretariat on the implementation of options previously agreed by BMC to improve the existing APEC project selection process.  He tasked the Secretariat to further refine the proposed templates and clarify details to implement the proposed scoring system, which had the general support of members, and to circulate the templates and the relevant details to members as soon as possible.  Individual members, including Canada and the United States, would be welcomed to start the pilot in the first project session and give their feedback on the implementation of the proposed system to BMC2.  Other members could confirm their participation in this process intersessionally after the templates and mechanisms had been developed by the Secretariat.  BMC would work towards the implementation of a full pilot for the second project session through intersessional discussion on the specifics of the system.
Agenda Item 7:  Project Funding
7.1
Self-funding Requirement for Trade and Investment Liberalisation and Facilitation 
Special Account (TILF)
33. Director (Finance) informed the meeting that the Secretariat had reviewed the self-funding requirement for TILF under the APEC Project Guidebook in consultation with Japan, the existing sole contributor to TILF.  The proposed refinement to the self-fund requirement in paragraph 5 of the paper (2014/SOM1/BMC/009) aimed to clarify certain existing ambiguity and better reflect the intention of such requirement.  She invited members to approve the proposed refinement.  

34. There being no comments or questions from the floor, the meeting endorsed the proposed refinement to the self-funding requirement for TILF.

7.2 New Sub-fund on Supply Chain Connectivity under APEC Support Fund (ASF)
35. Director (Finance) highlighted that APEC Leaders had concluded in Bali in October 2013 to establish a new sub-fund to execute the capacity-building plan on supply chain connectivity.  The Secretariat had, in consultation with the two initial donors to this sub-fund, i.e. the United States and Hong Kong, China, prepared the paper 010 to lay out the governance arrangements for the sub-fund.  The paper had been circulated to the relevant APEC forum, i.e. the Committee on Trade and Investment (CTI), and no adverse comments on the paper had been raised by CTI members.
36. Russia indicated support to the establishment of the new sub-fund and respect for the proposal of the United States to contribute US$1 million to the sub-fund.  However, he was concerned that the proposal might set a precedent for future contributions to APEC funds/sub-funds with regard to the discretionary approach of donors to determining the scope of member economies that could be benefited from the contributions.  He remarked that this arrangement was not covered in the modus operandi of ASF and its sub-funds and might cause confusion to member economies.  
37. Singapore remarked that it fully supported the establishment of the sub-fund but had reservations about the eligibility restriction imposed by the United States in relation to its funding as it might not contribute to a positive dynamic in APEC.  He considered that members should work towards engaging collaborative efforts which benefited all member economies and avoid inadvertently introducing divisiveness into the APEC process. 
38. China highlighted its support to the establishment of the sub-fund and suggested first addressing the concerns of members and reaching a consensus on the relevant issue before moving on.
39. The United States responded that it recognised the limitation in the usage of its funding and that the new sub-fund as a whole could be used in line with the APEC guidelines through leveraging the funding of all donors.  She suggested removing the relevant references to the restriction from the paper and remarked that she would bring the comments of Russia and Singapore back to her capital.  
40. Canada indicated support to the establishment of the sub-fund and its appreciation to the initial contributions of the United States and Hong Kong, China to the sub-fund.  He noted that CTI1 also had this agenda item and asked whether a decision on the creation of this sub-fund should be made after CTI1.
41. In response to Canada’s question, the Chair remarked that the consultation with CTI on the governance arrangements of the sub-fund had been done intersessionally and the decision on the establishment of the sub-fund rested with BMC.  The United States supplemented that the main focus of CTI1 would be on the capacity building projects under this sub-fund rather than its administrative or governance arrangements.
42. There being no other comments, the Chair concluded that BMC noted APEC Leaders’ conclusion in October 2013 in Bali to establish an APEC Sub-fund on Supply Chain Connectivity, and that BMC supported and noted the establishment of the new Sub-fund on Supply Chain Connectivity under the APEC Support Fund.  He, as the Chair of BMC, would report to SOM1 accordingly.  He also tasked the Secretariat to propose revisions to the paper in the light of members’ comments and circulate a revised paper to members.

[Post meeting note:  The Secretariat circulated a revised paper (2014/SOM1/BMC/010rev1) to all members on 23 February 2014.  No adverse comments on the revised paper were received from members by the deadline.  The revised paper was thus regarded as confirmed and had been put to CTI1 for information.]
7.3 Aspirational Target for Voluntary Contributions and Cap on the Project Value Approved 
per Year/Session
43. The Executive Director introduced the paper (2014/SOM1/BMC/011rev1), highlighting the challenges of APEC project funding including the increasing demand but decreasing supply of project funding; the funding commitments of multi-year projects; the reliance on consistent contributions from a small number of economies; and the depletion of most existing funds/sub-funds, in particular TILF and ASF General Fund.  It was anticipated that the two general funds would face a sharp decrease of about 70% in the number of projects that could be approved in 2014 due to their depletion.  He added that the paper suggested an aspirational target of voluntary contributions of US$6.3 million for 2014 and some economies had already made pledges of voluntary contributions for this year, totalling US$4.8 million.  However, the pledges were mostly for existing/new sub-funds which were tied to specific areas and could not alleviate the funding pressure of TILF and ASF General Fund.  He highlighted that there was a general need for further untied funding to address the funding availability issues identified.
44. The Chair remarked that members had a substantive and constructive discussion on this paper in the informal pre-meeting, and that there was a general consensus on the need for more voluntary contributions from member economies in view of the challenges identified.  He invited members to provide comments, particularly on the two options under the modus operandi for coordinating voluntary contributions.
45. Russia highlighted that his economy would like to reserve its position regarding the two options which required further internal consideration.  He added that it was agreeable for the Secretariat to start the process of consulting member economies on issues relating to voluntary contributions. 
46. Singapore, Japan and China indicated support to Option 1 under the modus operandi for coordinating voluntary contributions.
47. Singapore remarked that his economy would not agree Option 2 being an option for member economies.  In response to Canada’s suggestion of wording change to Option 2, he added that Singapore was not in a position to consent to having the idea of setting sub-targets of voluntary contribution based on the members’ contribution formula remain as an official option.
48. In response to China’s question regarding which option to take, and there being no other comments, the Chair concluded that BMC tasked the Secretariat to start the process of engaging member economies individually to garner their support in making voluntary contributions for APEC project funding, and to refine the modus operandi for coordinating voluntary contributions for BMC’s further consideration intersessionally.  BMC endorsed the aspirational target of voluntary contributions for 2014 computed by the Secretariat and the cap on the value of project funding for disbursement this year.  BMC also noted the general need for further untied funding.
49. On the Chair’s invitation, the Executive Director remarked that he would appreciate any ideas from members on the possible ways for the Secretariat to approach respective member economies bilaterally with a view to moving forward with the process on an economy-by-economy basis.
Agenda Item 8:  Other Business

8.1
Guidelines for Hosting APEC Meetings
50. The Executive Director informed the meeting that Senior Officials had been briefed last year on a revised set of Guidelines for Hosting APEC Meetings that would be submitted to SOM1 in 2014 for approval.  It was mainly an updating exercise to reflect a number of changes in hosting practices and technical developments over the last ten years since the Guidelines were last updated in 2004.  In addition, the Secretariat had also submitted to SOM1 a paper on remote participation to provide a progress update on the availability of the remote participation facility for APEC meetings, which would help with improving efficiencies and had been requested by some of the APEC sub-fora.
51. Canada commented that this was a useful exercise and suggested conducting regular updating within a shorter cycle than ten years, for example every two years, to take into account more latest developments and lessons learnt each year.  He also referred to the experiences of APEC major summits and suggested including in the Hosting Guidelines a reference to the APEC major events security framework once it was finalised by the relevant APEC sub-forum.  The United States indicated support to Canada’s suggestions.
52. Indonesia suggested that the Secretariat might consider updating other related guidelines referred to in the Hosting Guidelines, for example the guidelines on managing non-member participation in APEC activities.
53. Peru remarked that it supported Canada’s suggestion and would look to incorporate relevant security measures in the APEC CEO Summit during Peru’s host year, noting that it would be up to the host to consider if the event should be organised by the private sector or the host economy.
54. In response to Papua New Guinea’s question, the Executive Director remarked that the seating layouts for APEC meetings at Annex C to the Hosting Guidelines were provided as a reference or a general guidance for hosting economies.  It would be up to the hosting economies to consider relevant details, such as the dimension of rooms, for the efficient conduct of meetings.
55. There being no other comments, the Chair concluded that BMC noted the updated set of Hosting Guidelines (2014/SOM1/BMC/012) for submission to SOM1 for approval.  He requested the Secretariat to take into account members’ comments and to further update the guidelines as appropriate intersessionally. 
8.2 BMC Meeting Calendar in 2014
56. The Chair remarked that, as endorsed by BMC and SOM last year, starting from 2014, BMC meeting would be held in the APEC Secretariat in Singapore at least once in every two years.  Following the established practice of BMC and having discussed with the Secretariat, BMC2 this year would be held in the Secretariat in Singapore before SOM3 and was scheduled for the week starting on 21 July 2014.  
57. Canada indicated no objection to the schedule of BMC2, but that it would probably consider sending representatives from its High Commission to Singapore instead of from its capital as it might not be very efficient for them to travel long distance from Canada to attend a one-day meeting.  He suggested the Secretariat to explore the possibility of piloting remote participation for BMC meetings and any other ideas for achieving greater efficiency of the meetings, for example reducing the agenda to the core issues to be discussed by circulating some relatively straight forward papers for comment intersessionally.
58. The United States shared Canada’s concern about the long trip to Singapore but highlighted that it had been a tremendous opportunity to see the operation of the APEC Secretariat and meet more Secretariat staff when BMC meeting was last held in Singapore in 2011.  She suggested the Secretariat to provide training session or seminar on project evaluation during BMC2 which would help justify members’ travel to the Secretariat for attending the meeting.  
59. Viet Nam remarked that it had no problem with attending BMC2 in Singapore but had concerns about the idea of remote participation for BMC meetings as it would be difficult to fix a time for all members to work together on the discussions given the time differences between economies.  She added that her ministry did not have available video conference facilities for remote participation and face-to-face meeting was considered a better option.
60. There being no other comments, the Chair concluded that BMC noted the meeting calendar and the exact date of BMC2 would be decided intersessionally.  

Agenda item 9:  Classification of Documents

61. The Executive Director proposed to reclassify the paper for agenda item 7.2 as restricted in the light of the discussion at this meeting and the paper for agenda item 8.1 as restricted pending approval by SOM1.  

62. The meeting approved the Executive Director’s proposal and the revised classification list (2014/SOM1/BMC/000).

Closing 
63. The Chair thanked members for their support and constructive discussions and expressed appreciation for the work of the Secretariat as led by the Executive Director.
64. The meeting noted that this was the final BMC meeting for Director (PMU), Ms Nadira Mailewa.  The meeting thanked Ms Mailewa for her hard work and efforts over the past three years and extended best wishes to her. 
65. The meeting was adjourned at 12:30 p.m. 
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