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Burma
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
ESF 12,923 7,936 7,000

Burma, strategically located between Chinaand Indiain Southeast Asia, remains of continuing concern to
the United States. U.S. interestsin Burmainclude promoting democracy, supporting human rights and
religious freedom, fighting HIV/AIDS, furthering effective counter-narcotics efforts, recovering World War
Il remains and promoting regiond stability.

U.S. Government policies maintain pressure on the military junta (known as the State Peace and
Development Council (SPDC)) to engage in meaningful dialogue with the democratic opposition leading to
genuine national reconciliation and the establishment of democracy. Nobel Peace Prize Laureate and
Secretary Generd of the Nationa League for Democracy (NLD) Aung San Suu Kyi has been detained
since the brutal May 30, 2003 attack on her convoy and supporters. On December 29, 2004, the junta
announced it was extending her indefinite detention for at least another year.

The SPDC has ruled Burma since 1962, suppressing dissent and implementing policiesthat haveledto a
significant deterioration of the country's economy and socia well-being. In May 2004, the SPDC convened
aNational Convention as part of its“Roadmap” for democratic change, but the Convention (suspended
since July 2004) appearsto be on track to do little more than entrench military rulein Burma. In October
2004, junta hard-liners further consolidated their power by ousting former Prime Minister Khin Nyunt and
replacing him with Soe Win, who was reportedly directly involved in the decision to carry out the May
2003 attack on Aung San Suu Kyi.

There are redtrictions on the provision of U.S. assistance to the Government of Burma. Sanctionsinclude a
ban on new investment in Burmaby U.S. persons, aban on the export of any financial servicesto Burma
fromthe U.S. or by aU.S. person, aban on the importation of Burmese productsinto the U.S., an asset
freeze, and visarestrictions affecting persons who formulate, implement, or benefit from policies that
impeded Burma! s trangition to democracy, which the Secretary of State has determined includes the past
and present leaders of the SPDC and United Solidarity Development Association and their immediate
family members. Other governments have also placed sanctions on the junta

Burma s mainly agrarian economy isin shambles due to years of mismanagement by the junta, which has
exploited the country’ srich natura resourcesfor its own benefit. The business and investment climate
remains poor, trade continues to shrink, and economic growth remains stagnant. Burma appearsto have
escaped the brunt of the December 26, 2004 tsunami, though there were casudties and some damagein
southeagtern coastal areas and in the Irrawaddy Delta southwest of Rangoon.

The U.S. remains committed to supporting democracy and meeting humanitarian needs. In FY 2006, ESF
will support democracy promotion programs. To combat the growing HIV/AIDS epidemic, we will
continue to fund NGOs such as Population Services International, which, through its services and its sub-
grantees, seeksto heighten AIDS awareness, provide trestment and improve access to products and services
designed to prevent HIV transmission. The U.S. also provides funding to combat HIV/AIDS and
tubercul osis through the Global Fund, and is monitoring those grants (administered by UNDP) very closdly.

FY 2006 ESF will provide critica aid to the growing number of displaced persons and victims of

trafficking in Burma. Such funds are an important supplement to the funds aready provided for Burmese
refugees by the Bureau of Population, Refugees and Migration at the Department of State. This assistance
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helps ethnic populations maintain their cultura identities, builds and strengthens grassroots democratic
ingtitutions, and maintains pressure on the SPDC to improve its human rights record and cease persecution
of religious and ethnic minorities.
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Cambodia
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
CSH 29,360 28,700 27,400
DA 2,750 9,450 2,200
ESF 16,900 16,864 15,000
FMF - 992 500
IMET - - 50
NADR-HD 3,466 3,920 3,500
NADR-SALW 300 250 200
NADR-TIP 150 - -
P.L.480Titlell 703 - -

The United States' national interests in Cambodia include: promoting democratic practices and good
governance; increasing respect for human rights; supporting market-led economic development; fighting
the spread of infectious diseases, particularly HIV/AIDS, tuberculosis, malaria and dengue fever; and
assisting Cambodiato attain the capabilities to deny international terrorists use of Cambodia as a base of
operations. These efforts proceed againgt the background of continuing international competition for
influence in Cambodia among its neighbors and regiona powers. Cambodia has supported U.S. effortsto
combat globa terrorism by destroying its stock of man portable air defense systems (MANPADS) and
through the arrest and conviction of fiveterrorists plotting attacks from inside Cambodia, including the
conviction in absentia of Jemaah |9 amiyah operations chief Hambali.

Asaparticipant in the 1991 Paris Peace Accords on Cambodia, the United States has along-term interest in
Cambodia's national reconciliation and reconstruction. Cambodia till lacks the human capacity and
resources to meet its development challenges. The central government lacks the financial resourcesto
deveop its education and hedth care sectors. Asaresult, adult literacy in Cambodiais estimated at only 70
percent, and only half of al adults over 25 years old have completed primary school. Whilethe HIV/AIDS
infection rate in Cambodia hasfalen in recent years, it remains a epidemic levels dueto low levels of
education and limited medical facilities. Widespread corruption hasled to the concentration of power in the
hands of the wealthy, biasing the government’ sinstitutions against its predominantly poor population.
While Cambodia has hundreds of non-governmental organizations focusing on social issues and human
rights, they often lack the training and capacity to organize effectively.

Since 1997, legidative redtrictions have prohibited U.S. Government assistance directly to the Royal
Government of Cambodia (RGC). Over thelast severd years, Congress has provided a number of
exceptions (such asfor health and education) to this provision in the Foreign Appropriations bills, and we
continue to work with Congressto gain greeter flexibility. ESFin Cambodia supports USG objectivesin
severa key areas, including those related to democracy, human rights, good governance, and anti-
corruption. Assistanceisamost entirely implemented through grantsto NGOs or contractswith U.S. firms.

High infant mortality and high maternal mortality reflect the poor state of health carein Cambodia,
especialy outsde of largecities. FY 2006 Child Survival and Health (CSH) funds will be used to support
maternal and child health programs and meet the reproductive, family health and infectious disease needs of
Cambodias rurd population, including HIV/AIDS prevention. CSH fundswill also be used for training of
heslth care providers, and outreach services for those infected with HIV/AIDS. FY 2006 Development
Assigtance (DA) fundswill be used to improve basi ¢ education through implementation of anew primary
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curriculum and publication of new textbooks, and to increase educationa opportunitiesfor disadvantaged
populations, including disabled students, tribal groups and Mudims. The new curriculum intends to make
education more relevant by including an expanded life skills curriculum. DA fundswill aso providefor the
training of teachers and rehabilitation of school buildings.

FY 2006 ESF will focus on palitical party development (in preparation for the 2007 Commune council
elections) in the context of amultiparty democracy and on human rights monitoring. Democracy and
governance funds will support NGOswho chalenge the system. Funds also will target professiona party
organi zation development, expand youth participation in politics, promote amore transparent judiciary,
address natural resource and other economic management i ssues and encourage more responsible print
media and access to television and radio media by opposition groups and NGOs. Human rights programs
will focus on strengthening the skills of organizations to monitor, investigate and follow-up on human rights
abuses. Funds aso support an NGO conducting research to record and document the crimes of the Khmer
Rouge. Other areas of potentia involvement include basic education, anti-human trafficking, anti-
corruption and expanded efforts to ensure greater public involvement in understanding and discussing
economic and political issuesin Cambodia.

In the socid sector, U.S. assistance to NGOs, internationa organizations and the Ministry of Women's
Affairswill support programs to combat human trafficking and aid the victims, mainly women and
children. If legidative restrictions were lifted, assistance might also be used to reform the judicial sector.

FY 2006 FMF fundswill provide training and non-lethal military equipment to modernize border and naval
units of the Royal Cambodian Armed Forces and increase their ability to operate jointly with Ministry of
Interior and National Police border units. Cambodia has been responsive to UN and regiona callsfor
action in the fight against terrorism, but lacks sufficient resources and capability to do so effectively. In
addition, FY 2006 IMET funds for Cambodiawill provide training and education to the Cambodian
military in order to improve its border surveillance and control. These activities are relevant to improving
Cambodid s counter-terrorism, counter-narcotics, and anti-piracy efforts. IMET funds remain contingent
on Cambodia s political situation and on whether certain restrictions on assistance to Cambodia are lifted.

Cambodiais€ligible to receive Excess Defense Articles (EDA) in FY 2006 under Section 516 of the
Foreign Assistance Act. EDA will help enhance Cambodia s border patrol capabilities.

Non-proliferation, Anti-terrorism, Demining and Related Programs (NADR) Humanitarian Demining
Program (HD) assistance will fund the U.S. contribution to the humanitarian demining program, which is
administered through an independent contractor and NGOs. Cambodiais among the top five nationsin the
world for the number of landmine victims, with over 800 casualties per year. Internaiond assistanceis
vital to Cambodian efforts to remove what is estimated to be as many as one million land minesand 2.5
million pieces of unexploded ordnance. It is conservatively estimated that at the current rate of demining, it
will take 15-20 yearsto reach a“mine safe’” condition. FY 2006 NADR Small Arms/Light Weapons
Destruction (SA/LW) fundswill help stop the proliferation of Cambodian small arms and light weapons
through funding for physical security upgrades at weapon storage sites and destruction of excess small arms
and light weapons.
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East Timor
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
ESF 22,367 21,824 13,500
FMF 2,420 992 1,500
IMET 159 300 300
P.L.480 Titlel! 669 - -
Peace Corps 1,320 1,402 1,583
PKO 1,050 1,000 -

The U.S. hasimportant political and security interestsin East Timor. The people of East Timor celebrated
full independence on May 20, 2002, completing arapid transition from United Nations administration to
sdf ruleto include the development of a constitution, election of President Xanana Gusmao, transformation
of the Constituent Assembly to the Nationa Parliament and inauguration of the new Prime Minister and
Cabinet of Ministers. The UN Mission of Support in East Timor (UNMISET) is currently scheduled to
close on May 20, 2005. The Government of East Timor was one of the first countriesin Adato sign an
Article 98 agreement with the U.S. and has expressed interest in receiving counter-terrorism training from
the United States.

The U.S. intendsto continue to help East Timor with assistance aimed at establishing a stable and secure
demoacratic government and a growing market economy. Our goa isthe emergence of aviable, democratic
East Timor that isintegrated politically and economicaly into regional and global structures and markets.
For democracy, rule of law and stability to take permanent hold in East Timor, the U.S. must continue to
support the devel opment of stable palitical and economic ingtitutionsin East Timor.

The establishment of East Timor as aviable democracy will require substantial ingtitution building. Thetop
priority for Economic Support Funds (ESF) in FY 2006 will be to support private sector led growth of East
Timor’ s economy, whose infrastructure—never very devel oped—was serioudly damaged by a concerted
campaign of violence after East Timor voted for independencein 1999. ESF will help establish prosperous
trade links with other nations in the region and to integrate East Timor economicaly into the global
community. To promote trade and combat unemployment—which will likely be exacerbated by
withdrawa of the UN in 2005—ESF will continue to support sustainable agricultural development, aswell
as development of niche market commodities (such as vanilla) and improve agricultural diversification and
productivity. To reduce rura poverty and increase employment, ESF will be used to provide micro-credit
to rural families and to establish and expand micro and small-size private enterprises.

East Timor isthe newest country in the world aswell as one of the poorest. Its health and economic indices
are among theworgt in the world. The establishment of East Timor as amature and stable democracy with a
free and productive economy will continue to require substantial ingtitution building in FY 2006.

Significant effortsto promote private sector development, consolidation of democratic ingtitutions, a
functiona and professiona legal system, and targeted improvementsin the struggling health system will
require ESF. The need for ESF fundswill be particularly acutein light of the substantial economic,

political, and socid impact of the expected withdrawal of the United Nations Mission in East Timor
(UNMISET) in May of 2005.

ESF a so will support the development of an independent judiciary and afully functiond legal system;

developing loca governance; mitigating political conflict through information campaigns and promoting
dialogue; reducing corruption; devel oping the necessary legidative framework for good governance; and
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supporting demacratic elections. ESF will continue to support, dthough to alesser extent than in previous
years, programs and activities for the development of civil society in East Timor. Finally, ESF will fund a
hedlth program to reduce the country’ s child and maternal mortdity rates, both of which are the highest in

Asiaand among the highest in the world.

East Timor has established amodest defense force, Timor Leste Defense Force (FDTL) of 1,500 active
duty personndl. Although East Timor’ s security will depend in large measure on good relations with
neighboring countries, the new nation will require amilitary that istrained and equipped with items needed
for basic self-defense, including support, communications, transportation, and equipment. Foreign Military
Financing (FMF) will help ensure the establishment of an appropriately equipped force by facilitating the
acquisition of basic military equipment. In FY 2006, FMF will focus on three key objectives: (i) creating
and consolidating a competent defense establishment which provides policy and strategic direction for the
(FDTL) under the rule of law; (ii) aiding FDTL to gain the capabilities required to perform civic actions and
respond to natural disasters and other emergencies; and (iii) training, preparing, and equipping FTDL to
defend the sovereignty and integrity of the country by deterring aggression, defeeting incursions, and
delaying enemy forces until external help arrives.

The 2006 FMF program for East Timor ispart of a multi-year effort that has been thoroughly coordinated
with the U.S. Theater Security Cooperation Plan. The fundswill be used to: (i) provide logisticd assistance
to FDTL and assist it in developing its own logistical capahilities; (ii) deploy Mobile Training Teamswhich
will help develop the capabilities of the civilian defense establishment aswell as provide training on other
aressincluding civil-military relations, medica skills, and engineering; and (iii) raise the operationd rate of
vehicles/equipment and procure other material needed for core military operations, including the
involvement of the military in civic action projects.

The FY 2006 IMET will continue to support the East Timor Defense Force' s (ETDF) trangition from a
guerillaarmy to ademocratic, professional, and effective force. Initia funding has supported English
language training; we now seek ETDF attendance at entry-level Professiond Military Education courses.
We plantoincludeciviliansin IMET training to promote improved transparency, budgeting, logigtics, and
management. IMET fundswill facilitate the development of a professona military force as East Timor
becomes more responsible for its security after UNMISET's departure in May of 2005.

Eagt Timor will bedigiblein FY 2006 to receive Excess Defense Articles (EDA) under Section 516 of the
Foreign Assistance Act. EDA will support the U.S. objectives of supporting East Timor's self-sufficiency,
disaster management and humanitarian assistance relief, aswell as of developing aprofessiona, effective
defenseforce.
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Fiji

($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FMF - 248 500
IMET 229 250 250
Peace Corps 1,439 1,758 1,894

Since the coup and military mutiny of May 2000, Fiji’ s government has resolved political differences
between its ethnic communitiesin amanner consistent with Fiji’s condtitution. 1n September 2003,
military-to-military relations were normalized, alowing for full security assstanceto resume. U.S. interests
in Fiji include encouraging stable and democratic government, promoting economic prosperity by
facilitating U.S. trade and investment and supporting efforts to open markets and promote broad-based
growth. The U.S. and Fiji work together in regional organizations such asthe Pacific Idands Forum and the
Pacific Community. In December 2003 Fiji signed an Article 98 Agreement with the United States.

Fiji hasalong history of contributing troops to multilateral peacekeeping missions over theyearsin

L ebanon, Zimbabwe/Rhodesia, Afghanistan, Pakistan, Sinai, Kuwait, Somalia, Rwanda, Bougainville and
East Timor. In 2003, Fiji contributed military and police forcesto the Australian-led effort to restore peace
and gtability in the Solomon Idands. In 2004 Fijian troops were deployed to Iraq to provide security for the
United Nations.

After years of absence from the International Military Education and Training (IMET) program, thereisan
extensivegap in U.S. trained Republic of Fiji Military Forces (RFMF) officers. While some senior officers
previoudly had the opportunity to participate in the program, mid and junior grade officers and Non-
Commissioned Officers have only recently become ligible, and they now are the primary targets of IMET.
Professona military education programs that highlight the role of the military in ademocracy and human
rightsissues are the priority; a secondary focusisto train a cadre of maintenance personnel and establish an
equipment maintenance program to better support U.S-origin equipment procured through the Foreign
Military Financing (FMF) program.

The modest FMF funds requested for FY 2006 will help provide essentia equipment for the Fijian Defense
Force. InFY 2006, FMF funds will enhance Fiji's ability to continue making valuable contributionsto U.S.
and multinational peacekeeping activitiesworldwide. Fundswill procure equipment necessary to
participate in peace support operations, including individua soldier equipment such as body armor and
night vision devices and interoperable tactical communications equipment. FMF also will procure training
aids, such astraining munitions and simulation equipment.

Fiji isdigibleto receive Excess Defense Articles (EDA) in FY 2006 under Section 516 of the Foreign
Assstance Act. EDA will aso support Fiji's ability to contribute to regiona peacekeeping endeavors.
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Indonesa
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
CSH 33,000 36,700 27,540
DA 33,291 27,848 48,424
ESF 49,705 64,480 70,000
FMF - 992 1,000
IMET 599 600 800
INCLE - - 5,000
NADR-ATA 5778 5,300 5,300
NADR-EXBS 220 - 450
P.L.480Titlell 3,315 11,900 18,190

Inapost 9/11 world, it isimportant to the United States that the world' s fourth largest country with the
world’ slargest Mudim population is a stable democracy. Indonesia s contribution to the Globa War on
Terrorisalsoavital U.S. interest.

In 2004, Indonesia held a successful series of dections culminating in the direct democratic election of a
new president. That achievement continued the relentless democratic trangition that Indonesia has
undergone since autocrat Soeharto resigned in 1998 after three decadesin power. Since 9/11 2001,
Indonesia has been the target of severd tragic terrorist atacks by groupswith tiesto Al Qaeda. The
government has taken the threat serioudy, arresting more than 130 terrorists since the 2002 Bali bombings
and convicting more than 100. Economically, Indonesiaremains challenged. 1t has not yet fully recovered
from the 1997-98 Asian financia crisis and net foreign investment remains negative, while al other mgjor
ASEAN countries have positive foreign investment.

Devedoping Indonesid s democratic, educational, economic, police and justice sector, and socid ingtitutions
— asthe programs described bel ow intend to do — is mutualy beneficia to both the United States and
Indonesia

In FY 2006, Child Surviva and Health funds will provide technical assistance and training activities to
improve Indonesian health, water and nutrition services. Critical program interventionswill support the
achievement of Millennium Development Goals through the provision of higher quality basic human
servicesto the people of Indonesia, especialy at theloca level. Basic human servicesinclude: health care,
clean water and sanitation under the President’ s Water for the Poor initiative, HIV/AIDS prevention,
reduction in the spread of infectious diseases such as tuberculosis and maaria; food and nutrition assistance;
and watershed and biodiversity conservation. These programswill have adirect impact on protecting the
lives of vulnerable mothers and children, reducing the impact of infectious diseases, and preserving the
environment.

In FY 2006, DA fundswill provide technicd assstance and training activities that will support the social,
democratic and economic development of Indonesia. Thiswill be accomplished through activities that
increase the quality of basic education, provide higher quality basic human services, and promote economic
growth. An additiona $11 millionin DA funding will alow USAID to remain engaged in longer term
developmental activitiesin the areas of economic growth and democratic governance, complementing
proposed ESF funding for shorter term, policy-driven assistance programs in these sectors. Findly, the
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additiona DA funding will be used to support programs under the President’ s Water for the Poor initiative,
complementing proposed CSH support for certain e ements of the “basic human services’ program.

The FY 2006 ESF for Indonesiawill provide technical assistance and training activities that will: strengthen
counter-terrorist initiatives (financia crimes; money laundering); improve the quality of basic education for
ten percent of Indonesias children; promote participatory, transparent, and accountable decentralized
governance, democracy and human rights; promote economic growth and prosperity; and support enhanced
public diplomacy programs.

In FY 2006, $15 million will support the President’ s $157 million Educeation Initigtive for Indonesia (an
increase from $10 million in FY 2005). Of this$15 million total, $11 million will be programmed by
USAID and $4 million by the Embassy Public Affairs Section (PAS).

ESF for education will support our counter-extremism objectives by promoting tolerance, critical reasoning,
commitment to democratic processes and awareness of globa viewpoints among Indonesian studentsin
both public and private schools. We have worked hard and successfully with Indonesian leadersto
emphasi ze the secular orientation of thistimely initiative, how the initiative reflects the GOI’ s stated
priorities on education reform, and to overcome suspicion of U.S. intentions,

Under the planning budget scenario of $157 million over FY 2004 to FY 2009, assistance will directly
reach up to 100 local governments, including currently underserved districts, and four million students (10
percent of the national total). At least $110 million of program resources will be used to improve teaching
and learning, education governance, community involvement in school management, and the rationalization
of increased funding. An estimated $23 million of the resources will target out-of-school youth. The
remaining $24 million will be used to continue Fulbright scholarships, deepen engagement with Ilamic
educationa ingtitutions, and other educationa exchange programs managed by PAS. USAID will leverage
the assistance of other donors aswell as private sector funds. Donor coordination is aready underway,
particularly with Austraia

In FY 2006, ESF is proposed for Demacratic and Decentralized Governance programs. ESF-supported
activitieswill assigt Indonesia s demacratic reform efforts during this critical next phase of the country’s
trangition from authoritarianism to democracy following peaceful and the historic legidative and
presidential electionsin 2004 (second round of presidentid €l ections on September 20, and presidentia
inauguration on October 20, 2004). The gods are to improve the justice sector; to address corruption; and
to focus on strengthened participatory, transparent, accountable governance at thelocd level.

In FY 2006, ESF will be committed to Economic Growth and Governance programs. Themain goal isto
help key economic ingtitutions develop and implement policies that will improve conditions for trade and
investment. Thiswork isimportant given the economic context: Indonesia has regained macroeconomic
stability after the late 1990sfinancid crisis, but current GDP growth isinsufficient to absorb new entrantsto
the workforce and the continued unpredictability in the investment climate has resulted in asignificant
foreign direct investment decline.

A new alocation of approximately $3.5 million is requested to support our public diplomacy programs
through exchange programs, assistance to moderate Mudlim organi zations, internship programs for
Indonesian journalists to strengthen the quality of Indonesia s free press, and specia visitor exchange
programs focusing on conflict resolution, human rights, and rule of law.

Funds will help stahilize conflict Stuationsin strategic areas of Indonesia, such as Aceh (work that was
planned before the earthquake/tsunami). Continuing thework in thisareaiin recent years, the funds will be
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used to engage antagonistsin dialogue, address root causes of conflict, and assist victims, including over
onemillion IDPs.

The FY 2006 counterterrorism training program activity for Indonesiawill shift from two years of Task
Force operational training, equipping, formation and deployment to program transition, sustainment,
oversight and liaison. Six operationa elements, consisting of 279 police officerstrained in Criss Response
Team (CRT), Explosives Incidents Countermeasures (EIC), and Counterterrorism Investigation will have
been formed and deployed by the end of FY 2005.

In FY 2006, ATA will deliver advanced training in CRT and EIC train-the-trainer coursesto assist the
policein trangitioning to salf-training and Task Force expansion. Force integration and operational
planning training will be offered to those in key command and control positions, while senior leaders and
operationa-level tacticad commanderswill participate in cris's management seminars and scenario-driven
exercises. Force projection and operational capabilities assessments and advice and assistance
consultations will be undertaken with police planners and logigticians.

The FY 2006 IMET dlocation for Indonesia, currently limited to Expanded IMET courses, will continueto
build upon the ongoing reform program and professionalization of the Indonesian military. The early days
of theinternational regponse to the earthquake and tsunami illustrated the need for increased professional
links between the Indonesian and U.S. militaries. It became clear that Indonesian officers have limited
English language ability or international experience. Indonesia skey location aong strategic sealanes
makesits ability to provide security and order within and along its bordersimperative. Because of the
Indonesian military'sinfluential role in society, democratic civil-military reform is acoordinated two-part
process, involving strengthening the civilian defense indtitutions at the same time that the military is
professiondized. Indonesian society is currently conducting avigorousinterna debate regarding the future
role of itsarmed forces, so continued influence along these lines is both necessary and timely. IMET
funding complements the efforts of other programs in facilitating the development of a professiond military
that is both ableto carry out its defense tasks and remain responsive to the political decisions of a competent
civilian national command authority.

Indonesiais acenter of transnationa criminal activity and home base for international terrorist groups that
threaten theregion, U.S. allies, and the United States. Indonesia recognizes the need for and has requested
assistance with police recruitment and basic and advanced training, marine police reform, environmental
crimes, cybercrime and financial crimes, drug law enforcement and criminal justice reform.

Training, technical assistance and equipment will support the development of the Indonesian National
Police and its Marine Police component into modern and effective civilian forces respectful of the rule of
law and human rights. Technical assistance and training in the areas of criminal invegtigative skillsand
anti corruption measures, including the development of standards of operations, will beintegrated into the
police-training program. Funding will be provided to attack corruption and reform the criminal justice
sector through the devel opment of police-prosecutorial task force INL aso will begin the close-out phase
of the police instructor program (“train-the-trainer”).
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Laos
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
IMET - 50 50
INCLE 2,000 1,984 1,000
NADR-HD 1,412 2,500 3,000

U.S. nationa interestsin Laos center around five main policy areas. (1) achieving the fullest possible
accounting and recovery of 377 POW-MIA cases from the Indochina conflict; (2) promoting respect for
human rights, including religious freedom; (3) implementing economic reformsin order to move Laos
towards a market-oriented economy; (4) cooperating on counter-narcotics programs, and other effortsto
combat transnational crime, with the aim of reducing the cultivation of opium and demand for drugs as well
asimproving law enforcement; and (5) assisting in the removal of unexploded ordnance (UXO) from the
Indochina conflict. In addition, Laos has publicly announced its support for USG effortsin the globa war
onterrorism. The Lao government signed an Article 98 agreement, issued an assets freeze order, and
acceded to eight of the twelve UN anti-terrorism conventions.

Laosisone of theten poorest countriesin the world. The Lao government istaking stepsto improveits
peopl€e s standard of living, particularly through the implementation of its Nationa Growth and Poverty
Eradication Strategy. The government is dowly adopting market reforms to move the economy away from
acentraly-planned system. It hasincreased its engagement with the international community, particularly
through its membership in the Association of Southeast Asan Nations (ASEAN). It currently holdsthe
ASEAN chair.

Laos, however, faces severa challengesin its attempts to implement its development goals. Thereis
minimd internationd investor interest in Laos outside of some minera extraction opportunitiesand a
nascent tourism industry. The Government of Laos (GOL) is pursuing several hydro-power projects, but it
isnot certain that they will beimplemented. Laosisamajor opium producing country, servesasan
increasingly important drug trandgit point, and faces arapidly growing problem with methamphetamine
usage. Unexploded ordnance (UXO) continues to wound and kill a significant number of Lao citizens and
inhibits efforts to expand agricultural production and infrastructure development by rendering plots of land
unusable.

The FY 2006 request for International Military Education and Training (IMET) will support POW/MIA
accounting efforts through English-language training programsto Lao citizensinvolved in Joint Task Force
(JTF) activities. Thisassstance should increase the ability and speed of communications between U.S. and
Lao personnel, thereby enhancing the efficiency of JTF activities.

Laosisdligibleto receive Excess Defense Articles (EDA) in FY 2006 on agrant basis under Section 516 of
the Foreign Assistance Act. Grant EDA items, including communications equipment and transportation
assets, will support U.S. counter-narcotics and the POW/MIA goals aswell as demining activities.

The FY 2006 request for Humanitarian Demining (HD) programs under the Non-Proliferation, Anti-
Terrorism, Demining and Related Programs (NADR) account continues the USG commitment to assist
Laosin clearing UXO and landmines from areas that were heavily bombed during thewar. U.S. funding
will continue to support humanitarian mine action (HMA) activities of NGOs and international
organizations, aswell asthe National Regulatory Agency (NRA), which managesHMA and the
implementation of the national strategic planin Laos. Thisincreased funding will enable the USG, the Lao
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government, and their partnersto build on the significant progress made in removing UXO and to expedite
reaching the goa of making Laos free from UXOs.

International Narcotics Control and Law Enforcement (INCLE) funds target dternative development, law
enforcement, and crop control programs. The principal activity isroad construction projectsin Luang
Prabang province to provide market access to farmers growing crops other than opium, an important
program if aternative development efforts are going to be viable in the long run. INCLE funds also will
support training and maintaining specia counter-narcotics police units, implement demand reduction
projectsto treat drug addicts, and assist in public outreach against drug use.
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Malaysia

($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
IMET 939 1,100 900
NADR-ATA - 870 900
NADR-EXBS 230 150 750

Maaysa, akey Mudim-mgjority state in Southeast Asia, cooperates closaly with the U.S. in counter-
terrorism, military relations, trade and education. Since the 2002 signing of abilateral counterterrorism
cooperation declaration, Maaysia has been an especialy important partner in the global campaign againgt
terrorism. The Government of Maaysia (GOM) also hosts the Southeast Asia Regiond Counterterrorism
(CT) Center (SEARCCT), for which we offer training. Malaysiaisour 10th largest trading partner and is
an important market for U.S. goods and services.

From its strategic position along the Strait of Malacca and the South China Sea, Maaysia devotes
congderable resources to maintaining safe and free shipping lanes for commercia and military vessels. In
FY 2006 we will work to further enhance US-Malaysian cooperation on maritime security, both bilaterally
and in multilatera fora, where Maaysiaplaysaleading role in the Association of Southeast Asian Nations
(ASEAN), the ASEAN Regiona forum. Maaysaseeksto be an influential voice on Idamic and Middle
Easternissues and is currently the Chair of the Organization of the Idamic Conference (OIC). Mdaysa
asoisthe current chair of the Nonaligned Movement (NAM). Maaysiais playing apostiverolein the
peace process in the southern Philippines by facilitating talks between the Philippine Government and the
Moro Idamic Liberation Front (MILF).

FY 2006 IMET fundswill contribute significantly to regional stability by strengthening our military-to-
military ties and familiarizing the Maaysian military with U.S. doctrine, equipment, and management
techniques. IMET also will reinforce the Maaysan military’ s commitment to human rights and good civil-
military relations and help expand our cooperation with Malaysian military leaders. Malaysia has been
active in multinational peacekeeping operations, which necessitate training that promotes interoperability.
Maaysaisaso engaged in training that will improve the military's ability to combat narcotics trafficking
and money laundering operations.

IMET funds for Maaysia have resulted in additional benefits, such as the formation of good working
relations with the Malaysian military. The Maaysian military shares our fundamental values about the
military’ srolein society, and military-military and civilian-military cooperation is broad, open, and active.
Participation in IMET ishighly valued by the Maaysian military, and IMET graduates continue to advance
steadily. Maaysia s Chief of Army isa 1980 graduate of the U.S. Army Command and General Staff
College at Fort Leavenworth. Exposureto U.S. ideals promotes respect for human rights throughout a key
branch of Maaysa s government; the Maaysian military has not been involved in systematic violations of
human rights. IMET aso will enhance Maaysias ahility to participate in internationa peacekeeping
activities.

Maaysawill continueto bedigiblein FY 2006 to receive Excess Defense Articles (EDA) under Section
516 of the Foreign Assistance Act. EDA will support the U.S objectives of maintaining a stable and
cooperative military relationship and improving Malaysia' s peacekeeping capabilities.

Non-Proliferation Anti-Terrorism Demining and Related Programs (NADR) Antiterrorism Assistance
(ATA) fundswill support the MalaysiaCT Center. To add efficiency and promote regiona cooperationin
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CT policy with Maaysia s neighbors, we will continue to utilize SEARCCT. NADR/ATA fundswill
support training courses and a SEARCTT liaison officer.

As part of effortsto prevent the proliferation of wegpons of mass destruction, their delivery systems, related
technol ogies, and other weapons, the United States plans to provide Non-Proliferation Anti-Terrorism
Demining and Related Programs (NADR) Export Control and Related Border Security Assistance (EXBS)
funds for cooperative program in Maaysia. FY 2006 NADR/EXBS funding isfocused on improving
enforcement, licensing, and industry outreach procedures and capabilities.
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Mongolia
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
ESF 9,941 9,920 7,500
FMF 995 992 2,500
IMET 872 850 875
Peace Corps 1,646 1,820 1,872
PKO-SUP 1,000 - -

Asthefirst communist country in Asiato reform its economy and political system, Mongoliaprovides an
important exampleto othersin East Asia, Central Asia, and el sewhere on how to manage an economic
trangition within ademocratic political framework. The U.S. has aclear national interest to support
Mongoaliad stransformation into a secure, democratic and stable country that can contribute to the security
and progperity of the AsaPacific region. ItisintheU.S. interest to enhance Mongolia s ability to integrate
into regional forathat promote security, democracy, economic cooperation, and efforts to combat
transnationa crime. Mongolias active participation in, for example, the ASEAN Regiona Forum (ARF)
and the Organization for Security Cooperation in Europe (OSCE) aswell asits consistent support for U.S.
policy goalsin the East Asa/Pacific region (e.g., the Six Party Talks and the de-nuclearization of the
Korean Peninsula) and for the globa war on terrorism (e.g., its commitment to peacekeeping and
recongtruction in Irag and Afghanistan), are tangible demonstrations of the effectiveness of our assistanceto
Mongolia. Sincethe early 1990s, U.S economic and military assistance to Mongolia has supported
Mongolid s transformation to a market-oriented democratic society, with an appropriately trained and
equipped modern armed forces able to secure Mongolia s borders and to participate in international

peacekesping Missions.

The FY 2006 Economic Support Funds (ESF) program covers crucial areas— policy reform,
competitiveness, and democratization. Continued progressin these areaswill be critical to assuring
Mongolia's continued dligibility for MCA resources and to the long-term sustainability of the programs
funded by MCA.

Our current five-year ESF-funded economic assistance strategy (FY 2004-2008) focuses on two of
Mongolid s most pressing concerns. developing sustainable private sector-led economic growth and more
effective and accountable governance. Effortsto promote sustainable, private sector-led growth are focused
at the policy, company, and “grassroots’ levels. At the policy and company levels, the Economic Policy
Reform and Competitiveness Project (EPRC) provides training and advice to government and the private
sector. The project has helped the GOM develop a package of proposalsfor tax reform, established an
“Open Government” website for posting new legidation and conducting on-line chats with the public; and
has made important progress toward the privatization of the energy sector. In addition, EPRC is helping to
strengthen Mongolia s nascent chapter of Transparency International to serve as awatchdog on corruption;
isworking with the textile industry to prepare for the expiration of the Multi-Fiber Agreement, and is
strengthening GOM capacity to conduct trade negotiations. At the grassrootslevel, businesstraining
provided to migrants from rural to peri-urban areas and to herders and related businessesin the harsh Gobi
Desert region helps extend knowledge about the market economy, including sound business practices, to a
much larger segment of the population. Asaresult, over 500 small businesses were either crested or
sgnificantly strengthened during the past year, and more than 1500 people were placed in jobs.

Within the democracy and governance portfolio, the Judicia Reform Project has hel ped the court system
train every judge in the country, improved case management and court administration, introduced new
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approachesto continuing legal education, and helped address corruption in the legal sector. Asaresult of
our assistance, al courtrooms are now fully automated, and public accessto information isincreasing
dramaticaly. Additiondly, inthe past year, ESF-funded work with political parties|ed to amore
representative parliament after the June 2004 general eection, while our work with the Parliament led to
passage of afar-reaching reform bill intended to strengthen the ahility of parliamentary committeesto
oversee the government. These successes notwithstanding, important challenges remain. Poverty is
stubbornly high at around 33 percent, the judiciary and civil society remain weak, corruption remains high,
public access to the decision-making processis limited, the Parliament has yet to emerge as an effective
overseer of the executive branch, and the participation of women in the political processis strikingly low
(women hold only five seatsin Parliament, for example, and none of the 21 regional governorships). Our
work in FY 2006 and beyond will focus on these issues.

Mongoliamust be able to protect and maintain its own borders and to cooperate with its neighbors and
regional partnersto combat transnational crimes, such as cross-border trafficking of narcotics and people,
and to prevent terrorists from entering and transiting the country. Mongolia shares a4,700-mile border with
China(2,800) and Russia(1,900). North Koreaisonly some 500 milesto Mongolia s esst.

The Foreign Military Financing (FMF) request will assist the FM F-funded communications upgrade
project, which will greatly enhance Mongolia s ability to deal with transborder issues, including illegal drug
and goodstrafficking. The border communications project has been connecting the Russian-bordered
Western province of Uvswith the capital and will be expanded to include the eastern province of Dornod in
2006. Theseissuesare among Mongolia s most critical security concerns since they hold the potentia to
disrupt the stability of the current democratic government. Additionaly, FMF will procure
communications and individual soldier equipment for Mongolia s peacekeeping units.

Civilian control of the military, military justice, respect for internationa human rights standards and
preparation for participation in peacekeeping operations are promoted by Internationa Military Education
and Training (IMET) programs for Mongolia s Armed Forces. Such education is essentia if Mongolias
military isto continue to move away from Soviet-eramilitary doctrine, policy and procedures. In FY 2006,
E-IMET courseswill continue to train senior leadership and promote military reform and restructuring.
IMET-funded language and professional military training not only strengthened U.S.-Mongolian military
tiesbut aso built acadre of pro-U.S. reformersin the most critical leadership positionsin the armed forces.
The commanders who lead Mongolia sfirgt, second and third rotationsin Iraq were dl IMET graduates, as
isthe current Defense Attache at the Mongolian Embassy in Washington. Program will continue to focus
on force structure, civil-military relaions, civilian oversight of the military budget and drafting democratic
defense legidation. These programs, enthusiagtically attended by Mongolian personnel at al levels, will
help develop afriendly and capable coalition partner, fully interoperable with U.S. forces.

Mongoliawill be digible to receive Excess Defense Articles (EDA) on agrant basis under Section 516 of

the Foreign Assistance Act in FY 2006. Grant EDA will support disaster management, humanitarian
assistancelrelief and procure needed equipment for the newly forming peacekeeping battaion.
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Papua New Guinea
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
IMET 292 300 300

U.S. nationd interestsin Papua New Guinea (PNG) derive from our overarching interest in regional
sability and PNG’ s strategic importance to our treaty ally Australia. PNG isthe largest and most populous
idand nation in the South Pacific and neighbor to the troubled Indonesian province of Papua. PNG isaso
home to one of the world' slast large remaining tropicd rain forests. U.S. interestsinclude strong
democratic ingtitutions, development of disaster relief capabilities, continued progressin the transition from
civil gtrifeto condgtitutional rule of law in Bougainville province, afree enterprise economic system, and
improved stewardship of diverse natural resources. The benefits of a stable, lawful and prosperous PNG
include fewer human rights violations, less environmental degradation and prevention of international
organized crime.

In Bougainville, continuing efforts to establish agovernment of reconciliation require that PNG armed
forcesretain asmall presence. Their cooperation will be necessary for any lasting settlement on theidand.
PNG has offered troopsto the coalition effort in Irag, hoping to join with other nationsin the Globa War on
Terrorism. Continuing Internationa Military Education and Training (IMET) programswill help build a
more professional and better-disciplined PNG Defense Force (PNGDF), enhance PNGDF ahility to patrol
the long border with Indonesia, and improve PNGDF capability to monitor and detect illegal fishing and
apprehend persons and vessels engaged in such fishing. IMET provides professional education and training
to the PNGDF with emphasis on human rights, civil-military relations, rule of law and military justice.
English language training contributes to the latter god and offersincreased opportunities for fruitful
interaction with the U.S. military.

PNG will bedigiblein FY 2006 to receive grant Excess Defense Articles (EDA) under Section 516 of the
Foreign Assistance Act. Grant EDA for PNG will support U.S. objectives of more professional and
effective forces and will enhance PNGDF capability to remove and neutralize unexploded ordnancein
Bougainville and at World War 11 sites throughout the country.
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Philippines

($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
CSH 28,850 26,800 21,400
DA 21,568 27,576 21,525
ESF 17,645 34,720 20,000
FMF 19,880 29,760 20,000
IMET 2,700 3,000 2,900
INCLE 2,000 3,968 2,000
NADR-ATA - 500 5,000
NADR-SALW - 100 150
NADR-TIP 750 - -
Peace Corps 2,774 2,846 2,973
PKO-SUP 15,000 - -

The U.S. hasimportant security, commercial and political interestsin the Philippines, atreaty aly that
straddles important air and sea-lanes. The Philippines has actively supported the international anti-terrorism
codition and isworking closely with the U.S. to enhance its counterterrorism capabilities. Itsdemocratic
ingtitutions are under considerable stress due to economic weakness, corruption and resistance to reform by
entrenched interests. President Gloria Macapagal-Arroyo was elected to afull six-year termin May 2004,
in a close and hard-fought election that indicated widespread popular discontent. The Philippineshasan
important roleto play in maintaining regiona peace and security as an active member of the Association of
Southeast Asian Nations (ASEAN) and the ASEAN Regional Forum (ARF). The Philippines hastaken a
leadership rolein promoting aregional anti-terrorism gpproach. Under the 1999 Visiting Forces Agreement
(VFA), the Philippines and the U.S. have strengthened bilateral security relations and worked together to
bolster Armed Forces of the Philippines (AFP) capabilities. In recognition of the critical nature of
Philippine support to the Global War on Terrorism, President Bush in late 2003 designated the Philippines
asamgjor Non-NATO Ally (MNNA). U.S. assstance includes funding for combating corruption,
increasing support of education, accelerating economic liberdization, and promoting national
reconciliation, particularly in Mindanao. It also supports structural reforms to increase the Philippines
strength as amarket for U.S. investments and exports.

Economic and Support Funds (ESF) will help the Arroyo administration deal with nationwide problems as
well asimplement its peaceinitiative in Mindanao and fund the transition of Mudim separatist guerilla
fighters to peaceful pursuits, such asfarming. Nationaly, it will fund broad programs to attack pervasive
corruption and to reduce anti-competitive investment barriers. Of the $20 million in FY 2006 ESF, 60
percent will go into programs in Mindanao that maximize the economic benefits of the earlier 1996 Peace
Agreement with the Moro Nationd Liberation Front (MNLF) and support outreach to other Mudim
separatist groups. Should the Moro Idamic Liberation Front (MILF) reach a peace agreement with the
Philippine Government, ESF could a so be used to provide livelihood and reintegration programs for MILF
like those previoudly provided to the MNLF.

FY 2006 Development Assistance (DA) programs, funded at $21.5 million, will support education,
livelihood, and microfinance programsin Mindanao, technica assistance to strengthen economic
governance, justice sector reforms and anti-corruption programs, extension of electricity and clean water to
remote areas, and the management of forestry and coastal regions.



FY 2006 Child Survival and Hedlth (CSH) funds ($24.6 million) will supply family planning, technical
assistance to TB services and to improve the National Health Service program, child nutrition programs,
and programsto counter the spread of HIV/AIDS.

Foreign Military Financing (FMF) will contribute to improving the military capabilities of our treaty aly in
line with increasing cooperation under the VFA. FY 2006 FMF will provide spare parts for equipment,
overhauls and upgrades; programmed depot maintenance and improved logistics; follow-on support to our
initial CT investments; and support transfer and refurbishing of UH-1 helicopters promised to the
Philippines by President Bush in 2003. A portion of the FY 2005 and FY 2006 FMF funding will be
allocated to help the Philippine Government undertake systemic reform, retraining and restructuring of its
military through the seven-plus year Philippine Defense Reform (PDR), for which the Philippinesitsalf
pays most of the overal cost.

The Philippineswill continueto be digiblein FY 2006 to receive Excess Defense Articles (EDA), under
section 516 of the FAA. EDA will support U.S. objectives of increased interoperability and
standardization within the AFP as well asimproved participation in peacekeeping operations.

The FY 2006 International Military Education and Training (IMET) fundswill focus on professiona
military education (to include professionalism, discipline and commitment to human rights) aswell as“train
thetrainers’ coursesin the areas of maintenance and logigtics. In past years, IMET training helped to
encourage civilian control over the military, leading to adecline in the number of reported incidents of
human rights abuses. Protests by IMET-trained junior officers againgt corruption by senior officers, the
arrest of severa retired senior officers, and the court martial of aformer military comptroller show the
incrementa effect suchtraining has. AFPIMET graduates have actively promoted close professiond
U.S-AFP military-to-military relations.

Nonproliferation, Anti-terrorism, Demining, and Related Programs Antiterrorism Assistance (NADR/ATA)
and Internationa Narcotics Control and Law Enforcement (INCLE) fundswill strengthen weak Philippine
law enforcement to deal with both terrorism and narcotics and human trafficking groups. With INCLE
funds, acomprehensive assessment of the Philippine Nationd Police (PNP) will be done. The resultswill
be used to further develop a trategy to provide leadership, investigatory and organizationd training and
technical assstance to develop amore effective civilian-led police force. NADR/ATA-funded courses will
focus on the financia underpinnings of terrorism and anti-money laundering assistance, which have proven
greatly beneficia to Philippine legd, judicia and political authorities.
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Samoa
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
IMET - 50 50
Peace Corps 1,293 1,392 1,444

U.S. national interestsin Samoagrow out of our national security interest in regiona stability. The U.S.
drivesto maintain close ties with Samoa, which is a cons stent supporter of U.S. positionsinternationaly.
Samoaasoisaclose neighbor of the U.S. territory of American Samoa, with which it has long-standing
family and culturd ties. Other interestsinclude safeguarding the welfare of the many U.S. citizensand
nationalswho reside in or visit Samoa, encouraging broad-based economic growth, supporting improved
capacity to protect theidand' s environment and natural resources, educating the public on health issues and
encouraging economic growth.

Beforeits suspension in FY 2003 under the provisions of the American Service Members Protection Act,
International Military Education and Training (IMET) was aimed at helping Samoa develop an effective
maritime law enforcement and surveillance capability, which supported our objective of maintaining close
tieswith thisfriendly neighbor of the United States. Training in basic coastd surveillance and sea borne
law enforcement skillswas carried out in accordance with U.S. leadership doctrines, emphasizing civilian
control. Department of Defense/Coast Guard resources contributed to broad-based economic growth in
Samoa by assisting Samoa s maritime police patrol to strengthen enforcement of Samoa's maritime
Exclusive Economic Zone and improving safety in Samoas fishing fleet. IMET training has helped
Samoan police officers participate more effectively in the UN-sponsored peacekeeping force in East Timor,
which Samoajoined in 2000, and in peacekeeping operationsin the Solomon Idandsand Liberia. Weare
working to persuade Samoa to enter into a non-surrender agreement with the United States with regard to
the International Criminal Court, which will restore Samoas eligibility for IMET funded programs.

Samoaiseigiblein FY 2006 to receive Excess Defense Articles (EDA) under Section 516 of the Foreign

Assigtance Act. EDA will assist Samoais devel oping an effective maritime law enforcement capability and
enhance interoperability with U.S. Department of Defense and Coast Guard forces.
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Solomon Idands
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
IMET 45 150 150
Peace Corps 27 30 30

In theinterests of regional security, economic prosperity and reduced threet of conflict and environmental
degradation, U.S. assistance to the Solomon Idands focuses on strengthening the nation’ s capabilities to
secure its maritime borders, encouraging its democratic ingtitutions and preserving its biodiversity.

International Military Education and Training (IMET) assists the country to strengthen the discipline,
professionalism and integrity of its security forces and to develop an effective maritime reconnai ssance
force. Training in basic coastal surveillance and seaborne law enforcement skills hel ps guarantee that the
1997 Solomons-Papua New Guinea border agreement continues to be honored. It also increasesthe
country’ s ability to maintain control of its own fishery resources. Enhancementsin the Solomon Idands
forceswill alow it to work more effectively with the Regiona Assistance Mission to the Solomon Idlands
(RAMSI), the Austraian-led intervention that has restored law and order to the country and is now working
to rebuild national ingtitutions and systems of governance.

The Solomon Idands will bedigiblein FY 2006 to receive grant Excess Defense Articles (EDA) under
Section 516 of the Foreign Assistance Act. Grant EDA will support the U.S. objectives for the Solomons of
achieving more professiona and better-disciplined security forces and effective maritime law enforcement
and surveillance capability, as well as the capability to remove unexploded ordnance from World Waer I1.
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Thailand

($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
ESF - 992 -
FMF 881 1,488 1,500
IMET 2,572 2,500 2,400
INCLE 2,000 1,608 1,000
NADR-EXBS 380 750 1,000
NADR-TIP 1,000 - -
Peace Corps 1,840 2,243 2,373
PKO-SUP 500 - -

The U.S. hasimportant paolitical, economic, strategic and security interestsin Thailand, which was
designated aMagjor Non-NATO dly in 2003. A stable democracy, Thailand serves as both amodel for
devel opment and democratization, and as a useful base of operations for our programs and activitiesin
Southeast Asiaand beyond. In addition, Thailand plays a vauable role as aresponsible regiond actor as
evidenced by itsrole as abase for humanitarian relief efforts following the devastating December 2004
tsunami. The U.S.-Thai trade relationship is strong and growing; in June 2004, the two countries began
negotiating a Free Trade Agreement, only America s second with an ASEAN member. Thailand also
works closdly with the U.S. on refugees, HIV/AIDS, land mines and trafficking in persons. U.S. assistance
to Thailand enhances our influence in a strategically important region, strengthens Thailand' s effortsto
combat terrorism, narcotics trafficking and other international crime, and reinforces military cooperation
with atreaty dly. Thailand' s stahility in turn promotes economic development and encourages other
countriesto follow Thailand’ strade liberalization.

Thai troops have served in Iraq and Afghanistan, aswell as East Timor and Aceh. In the war on terrorism,
Thailand captured Hambali, the operational chief of Jemash Idamiyah and the Al Qaedalink to Southeast
Asia, offered other key senditive cooperation againgt priority targets, granted the United States overflight
and landing privileges, cooperated closaly on information sharing, and worked with usto curtail terrorist
finance and track and impede the movement of terrorists. Thailand aso occupies strategic ground in the
war on drugs. Thailand borders two of the world's three largest opium producers and is a huge market for
Burmese methamphetamines. Thai and U.S. law enforcement and military units work together in the battle
againgt drug smugglers.

In FY 2006, FMF funds will increase the counterterrorism capabilities of Thailand's eite Special Forces
units, enhance their status within the military and increase their capability to participate in coalition
operations. FMF fundswill provide a package of weaponry, targeting devices and communications
equipment in order to enhance precision gpplication of force and unit survivability while maximizing
interoperability with U.S. forces.

IMET for Thailand has become an essentia part of the U.S.-Thai aliance relationship. Thai IMET
graduates hold amagjority of senior military positionsin the Defense Ministry, Supreme Command
headquarters, and al services, and the Thai military ensuresits best officers are able to take advantage of
IMET opportunities. Through IMET, we are helping shape the Thai military of the future during a period
of restructuring and downsizing. IMET affords Thai military officers the opportunity to attend al levels of
Professona Military Education (PME) and English language instruction. Moreover, Mobile Training
Teams (MTT) play anincreasing rolein support of the Thai military.
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Thailand will be digible to receive Excess Defense Articles (EDA) on agrant basis under Section 516 of
the Foreign Assistance Act in FY 2006. EDA grants will advance interoperability, counterterrorism,
counternarcotics and coalition peacekeeping goas, while enhancing U.S. influence and access.

INCLE programs help build, strengthen and reform criminal justice, law enforcement and investigative
institutions to enhance Thai capabilities to meet the challenges of 21t century transnationa and organized
crime. Thailand isakey partner with the U.S. and aleader in efforts againgt drugs and crime, though it
remains a hub of transnationd criminal activity. A modest program implemented by the American Bar
Association will help fight corruption in the criminal justice system in order to enhance judicial ethics.
Funds also will support drug control assistance and crime control, including modest funding for demand
reduction and regional narcotics control.

As part of effortsto prevent the proliferation of wegpons of mass destruction, their delivery systems, related
technol ogies, and other weapons, the United States plansto provide Non-Proliferation Anti-Terrorism
Demining and Related Programs (NADR) Export Control and Related Border Security Assistance (EXBS)
funds ($1,000,000) for cooperative programin Thailand. FY 2006 NADR/EXBS funding isfocused on
improving enforcement, licensing, and industry outreach procedures and capabilities.
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Tonga
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FMF 500 248 250
IMET 136 135 135
Peace Corps 1,093 1,187 1,110

The U.S. values Tongd s support in regional organizations, such asthe Pacific Community, the Forum
Fisheries Agency and the South Pacific Regiona Environment Program. Tonga has consistently supported
U.S. positions at the United Nations sincejoining in 1999. Tongatroops recently returned home after seven
months of servicein Iraq as part of the codition.

Foreign Military Financing funds will influence Tonga positively toward regiona stability, while expanding
its ability to participate in multilateral operations and ensuring Tongan alignment with U.S. interests and
objectives. Our objectiveisto bolster the Tongan military’ s peacekeeping capabilities aswell asits
capacity to detect, monitor, and interdict or disrupt activities of terrorists and transnationa crime. This
involves the procurement of individual soldier and communications equipment, aswell astraining in areas
such as strategic planning, programming and budgeting, program management, intelligence support,
logigtics, transportation, and associated legal aspects.

IMET funding will help develop long-term positive relations with government, military, and security
authorities aswell as continue to support professionalization and reform within the security forces. This, in
turn, will enhance Tongd s readiness to contribute to peacekeeping and coalition operations and to the
globa war on terrorism, and to combat terrorism, transnationa crime and minimize natural disasters. Funds
aso alow the United States to act in concert with other concerned nations, Australiaand New Zedland in
particular, to promote military cooperation and civilian control in the southwest Pacific region.

Tongaisdigibleto receive Excess Defense Articles (EDA) in FY 2006 under Section 516 of the Foreign

Assstance Act. EDA will support Tongd s ability to contribute to regional peacekeeping endeavors and the
development of an effective maritime law enforcement capability.
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Vanuatu
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
IMET 100 110 100
Peace Corps 1,778 2,055 2,162

U.S. nationa interestsin Vanuatu center on strengthening the nation’ s democratic ingtitutions. Other
interests include building Vanuatu' s capacity to secure its maritime borders and encouraging programs that
protect theidand' s environment and fragile natural resources.

The small Vanuatu Mobile Force (VMF) must patrol avast areaof ocean. U.S. Coast Guard training in
maritime law enforcement supplements Australian and New Zealand programs and upgrades VMF
capabilities. Internationa Military Education and Training (IMET) aso helpsimprove force discipline and
enhancesits effectivenessin regional peacekeeping and disaster relief efforts.

Vanuatu will be eigiblein FY 2006 to receive grant Excess Defense Articles (EDA) under Section 516 of
the Foreign Assistance Act. Grant EDA will support the U.S. objective of improving VMF operational
effectivenessin regional peacekeeping and disaster relief efforts.

The Millennium Challenge Corporation selected Vanuatu as an digible country for FY 2004 and FY 2005.
Vanuatu, however, must conclude a compact and maintain its eigibility to receive Millennium Challenge
Account funds.
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Vietham
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
CSH 6,100 1,200 500
DA 3,000 4,750 4,750
GHAI 10,000 22,145 28,015
IMET - 50 50
NADR-EXBS 500 280 850
NADR-HD 2,714 2,850 3,500

The U.S. nationa interestsin Vietnam include advancing human rights and religious freedom, promoting
economic prosperity through global integration, expanding U.S. trade relations, and achieving the fullest
possible accounting for the 1,403 Americans il listed as POW/MIA from the Indochina conflict. The U.S.
also has an interest in hel ping disadvantaged groups, such asthose at high risk of contracting HIV/AIDS;
the disabled; displaced children; and victims of natural disasters, landmines and unexploded ordnance.

Our deegpening economic, commercia and ass stance relationship with Vietnam promotes civil society,
encourages economic reform, draws the country further into the rules-based international trading system,
promotes the interests of American workers, consumers, farmers and business people and helps promote the
well-being of the Vietnamese people aswell as greater inter-regional cooperation. In the three years since
the U.S.-Vietnam Bilateral Trade Agreement (BTA) took effect, two-way trade hasrisen from just over
$1.3 billion to over $6 hillion.

The U.S. seeks to enhance Vietnam's ability to be a constructive regional player by encouraging Hanoi's
active participation in the Association of Southeast Asian Nations (ASEAN), the ASEAN Regiona Forum
(ARF), APEC and other dtrategic dialogues. Vietnam also has supported global effortsin the war againgt
terror, and has signed eight of the twelve UN conventions on terrorism.

Development Assistance funds will focus on Vietnam' s trangition to amore open, market economy by
srengthening trade liberaization. Core activities are designed to promote further trade and investment
reforms needed for the implementation of commitmentsin the U.S.-Vietnam Bilateral Trade Agreement
and the requirements of accession to the World Trade Organization (WTO). These projects are enabling
Vietnam' s government to make the necessary regulatory and lega changesto implement our BTA and
laying the foundation for the rule of law and an improved court system.

Vietnam is afocus country of the President’ s Emergency Plan for AIDS Relief (Emergency Plan). In FY
2006, increased Global HIV/AIDS Initiative (GHALI) funding will be provided to expand comprehensive
and integrated prevention, care and treatment programs that are described in Section | under the heading
Globa HIV/AIDS Initiative.

Child Surviva and Hedlth (CSH) funds will focus on sdect vulnerable groups, including victims of war
injuries, land mines or annua floods, as well as orphans and displaced children. For war and mine victims,
activitieswill focus on providing orthotic and prosthetic devices aswell as rehabilitation for thosein need of
artificia limbs. These fundswill promote barrier-free accessin building design and construction and
increase the participation of the disabled in the decision-making process. Therewill be more emphasison
hel ping children with disabilities and developing locd capacity to include them in educational programs.
Future programs will place more emphasis on sustainability by building local capacitiesto support disabled

groups.
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Landmines and unexploded ordnance are a constant danger to civilians and a severe impediment to
agriculture and economic development. FY 2006 Nonproliferation, Anti-terrorism, Demining, and Related
Programs Humanitarian Demining (NADR/HD) fundswill be used to continue to assist Vietnam with
devel opment of a comprehensive humanitarian demining program to protect the lives of innocent civilians
and promote economic and agricultural development.

NADR funds aso aim to provide export control assistance to strengthen Vietnam'’ s ability to control, detect
and interdict transfers of sendtive materials and technology that could contribute to wegpons proliferation.
As part of effortsto prevent the proliferation of weapons of mass destruction, their delivery systems, and
related technologies, and other weapons, the United States plans to provide Non-Proliferation Anti-
Terrorism Demining and Related Programs (NADR) Export Control and Related Border Security
Assstance (EXBS) funds for a cooperative program in Vietnam. FY 2006 NADR/EXBSfundingis
focused on improving legal and regulatory, enforcement, and licensing procedures and capabilities.

In addition, the U.S. seeks the incremental development of the defense relationship to build trust and
improve influence within the Vietnamese military, which hasthe largest standing army in ASEAN. The
FY 2006 request includes funds for Expanded International Military Education and Training (E-IMET)
courses to enhance English language proficiency among Viethamese military officers. Thiswill facilitate
their attendance at conferences and confidence building and other security related meetings hosted by
Pecific Command Headquarters. The United States has anational security interest in promoting a stable,
globaly integrated Vietnam by encouraging Hanoi's active participation in ASEAN, ARF, and other
drategic multilateral seminars and symposia. Areas where we hope to expand cooperation with Vietnam
include: exchanges between military medical experts and environmental security professionals;
humanitarian demining; and joint search and rescue activities.
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ASEAN
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
ESF 9 744 2,500

U.S. engagement with ASEAN promotes a broad range of U.S. interestsin the strategically important
Southeast Asian region. ASEAN congsts of ten Southeast Asian countries that are of growing importance
to U.S. national economic, politica and security interests. U.S. trade with ASEAN member states topped
$121 billionin 2003, but concerns about |PR, market access and the growing number of free trade
agreements with third countries that may divert tradein theregion. The United States has valuable security
relationships with some ASEAN members and enhanced regional cooperation is essentia to address our
concerns over counterterrorism, maritime security and internationa crime. U.S. assstance providesthe
means to pursue these specific interests aswell as providing tangible support for engagement with the
peoples and governmentsin the region. ASEAN has been at the center of many regiona integration efforts,
and countries such as China, Japan, and Austrdia are strengthening ties with ASEAN.

Assistance from the ASEAN regiond fund has supported activities under ASEAN Cooperation Plan
(ACP), announced by the Secretary of State in August 2002. The ACP aso supports elements of the
President's Enterprise for ASEAN Initiative to develop trade with the region. These senior-level U.S.
policy initiatives provide an essential regiona presence for several U.S. government agenciesin Southeast
Asiaand complement the work of other countries like China, Japan, Korea, Indiaand the EU which have
smilar programswith ASEAN, but generally with greater funding.

Policy objectiveswith ASEAN are: 1) Bolstering the adminigtrative and project implementation capacity of
the ASEAN Secretariat. The U.S. hasan interest in an effective regiona support structure for meetings
involving senior USG officials and agrowing number of cooperative activities. Efforts also recognize that
stronger regiona ingtitutions promote stability and enhance cooperation on priority issues within the region.
2) Building regiond cooperation to address transnationa challenges of importance to both ASEAN and the
U.S,, including terrorism, human trafficking, narcotics, HIV/AIDS and other infectious diseases. ASEAN
is an effective partner in helping to solve problems that cross borders within the region. 3) Fostering
ASEAN economic integration and development. This objective coversissues of interest to ASEAN, the
U.S. government and our private sector, and includes cooperative work on investment policies, customs
reform, standards, and the ASEAN Free Trade Area (AFTA).

Cooperation with ASEAN has been effectivein promoting U.S. interests. The 20 projects completed or
underway with ASEAN have:

e Provided technica assistance on IPR, applauded by both ASEAN officials and American business;
Begun training on disaster management;

Promoted good governance through work on competition policy and other issues;

Gained grester transparency on indugtria standards; and

Helped to tackle trans-border HIV/AIDS problems.

FY 2006 funding will implement projects devel oped with other agencies, the private sector, civil society
organizations, and ASEAN. Projectswill include training and technical assistance on issues of importance
to the United States such as disaster management, economic governance, counter-terrorism and regional
integration.
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Developing Asian Institutions Fund
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
ESF - - 250

Strengthening regional organizationsin which the U.S. participatesis an essential component of effective
U.S. engagement in the Asia-Pacific region. These organizations promote regiona stability and offer us
effective options for pursuing U.S. goals outside of traditional bilaterd channels. Within the Asa-Pacific,
there is an emergence and growing influence of regional organizationsthat do not include the USG. Itis
essentid that we strengthen fora such as the Asia-Pacific Economic Cooperation (APEC) forum and the
ASEAN Regiona Forum (ARF) in which we do participate. Given theincreasing importance of
multilateral cooperation in the Asia-Pacific region, we need to back our agreed strategic interests with
resources to accomplish them.

In an effort to advance our strategic interest in Asian regional ingtitutions, the Department seeksto fund
programs associated with Asian regiona organizations such as APEC and ARF from asingle new fund.
Our request recognizes that Asan multilateral institutions operate differently than their European or
Western Hemisphere counterparts. In Asian ingtitutions, sponsorship of programs and events - rather than
large contributions to the ingtitutions themselves - is a primary means to advance goals and interests. This
isreflected in the small (lessthan $2 million) international organization contributionsto Asian regiona
organi zations, compared to over $100 million in annua contributions to European and Western Hemisphere
regiond organizations. Thus, program budgets are essential to maintain our influence and advance our
interestsin Asan multilatera organizations. These Asian forahave proven effective in advancing U.S.
interests. For example, APEC Trade Minigters support for progressin the Doha Development Agenda
went beyond what we were able to get from the G-8; the APEC Shanghai Model Port Project has cut
customs clearance times from 3-4 days on average in 2001 to 3-4 hours on average now and isbeing
replicated e sewhere; and ARF Maritime workshops have been a criticd part of the USG strategy to
enhance maritime security cooperation in Southeast Asia.

The Developing Asian Ingtitutions Fund will support programs, events, technical assistance, training, and
other activitiesthat advance U.S. engagement in Asian regiona fora, including APEC and ARF. These
programs will advance broader U.S. regiond goals, including counter-terrorism, anti-corruption, economic
reform, trade, security, and non-proliferation. Inthe ARF, fundswill support U.S. hogting and participation
in agreed ARF programs to address traditiona and non-traditional security issues, including maritime
security, counter-terrorism, disaster management, and transnational crime. It will aso fund activitiesand
build capacity for the new ARF secretariat, known asthe“ ARF Unit,” within the ASEAN Secretariat. In
APEC, we will use funds to advance member economies adoption of and adherence to aready-agreed
principlesin areas such as trade facilitation and security, anti-corruption, and intellectua property
protection.
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Environmental Programs
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
ESF 1,740 1,736 500

In FY 2004 Congress earmarked $1.74 million to support EAP environmental programs, reflecting United
States' interest in addressing environmental and related governance issuesin the region. That funding
supported activitiesin the Pacific 1dands focused on protecting fisheries and natural resources. In Southeast
Asia, FY 2004 funding will support a project to address the problem of trade in endangered species,
including broader governance issues such as customs enforcement.

With the FY 2005 Congressiona earmark, EAP plansto work with OES to support the President's Initiative
Againg lllega Logging, to meet the environmenta requirements of the Trade Act of 2002, and to support
the Administration’ s policy on climate change. We aso will work with USAID and State/OES to support
additiona environmental improvementsin Pecific Idand states and Southeast Asia

We plan to utilize the requested $0.5 million for FY 2006 to meet the Administration’s prioritiesto improve
coastal and fisheries resource management in the small Pacific Idand states, support environmental
provisonsin U.S.-Asian trade agreements, and/or promising regiona efforts to improve the environment in
Southeast Asid s polluted cities.
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Pacific Idands
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
ESF - - 100

The Pecific Idands Fund isasmall-scale, high-impact grant program that supports projectsin twelve Pacific
Idands states. Potential FY 2006 projects include water and waste management, private
sector/entrepreneuria development, cord reef and watershed conservation, health/drug education for youth,
women's economic and health rights, and mesting international security standards, including maritime
security.  Successful projectsin these areas advance U.S. nationd interests and assst NGOs and
governmentsin building domestic capacity.

These twelve countries (Federated States of Micronesia, Fiji, Kiribati, Marshall 1dands, Nauru, Palau,
Papua New Guinea, Samoa, Solomon Idands, Tonga, Tuvalu, and Vanuatu) are favorably disposed towards
the United States. We regularly seek their support at the UN and support of U.S. international policies (e.g.,
Iraq coalition, Article 98 agreements, UNGA). Tongan troops have just returned from atour in Iraq. Fiji
has recently deployed troops to provide security to United Nations operationsin Irag. Papua New Guinea
has offered to send troopsto Iraqg.

For Fredly Associated States (Micronesia, Marshall 1dands and Palau), the Pecific Idands Fund addresses
devel opment issues outside the general Compact program. In addition, while the Compact is a government-
to-government program, the Pecific Idand Fund provides development funding directly from the United
States government to local NGOs or other local implementers. The Pacific Idands Fund provides our six
embassies in the region with modest resourcesto assist local communities acrossthe vast Pacific areain
ways that demonstrate U.S. engagement in the region.
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Regional Women's|ssues
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
ESF 1,988 992 1,000

Regionad Women' s I ssues funds help advance human rights and promote democracy by improving the
gatus of women throughout East Asiaand the Pacific (EAP). Elevating the status of women is an important
prerequisite for developing apopulace that is hedlthier, educated, and functions better as a skilled labor
force. Thistype of development contributes to building an environment that promotes democratic values
and ingtitutions and strengthens the foundation for accomplishing other high priority goals.

The EAP Regional Women's I ssues fund has made numerous contributions to improving the lives of
women in the Asa-Pacific region. Past programs funded leadership and management training for women
leaders from the private and public sectorsin Southeast Asig; training of female eected officias; lega
assistance for at-risk women; and human trafficking awareness raising programs. These projects represent
only asmall fraction of programs supported through the fund. The fund was used to ensure the continued
viability of the highly successful information exchange program “Humantrafficking.org.” Thiswebsiteis
used regularly by the public, non-governmental organizations, and governmentsin Asiaandinthe U.S. to
combat trafficking.

In FY 2006, the Regiond Women' s I ssues fund will focus on empowering tomorrow’ s leaders and those
most at risk for exploitation. By funding programsthat cultivate future leaders, e.g. “training the trainers,”
the Regional Women' sssues program is ensuring that valuable knowledge and assistanceis passed on to
the community at large. Helping women at risk for exploitation servesto prevent the victimization of
women by criminals (including human traffickers). Political participation, economic independence and
elimination of violence against women remain the pillars of this program; projects must address at least one
of these three areas to receive funding. This program will work with Asan governments to support or
expand exigting projects that promote women's empowerment as empowerment is an important component
in fighting poverty, corruption, and human trafficking.
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South Pacific Fisheries

($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
ESF 17,8%4 17,856 18,000

The 1988 Pecific Multilateral Fisheries Treaty is akey component of our strong overall foreign relations
with the Pacific Idands States and amode for others. It provides asolid foundation upon which the U.S.
and the member states of the Pacific Idands Forum (known as the South Pacific Forum until October 1999)
can cooperatively address the chalenges of sustainable fisheries conservation in the Western Pacific. This
treaty, through positive multilateral cooperation, achieves profitable, sustainable management of fisheries
resources and ensures continued access for U.S. commercia fishing vessalsto the Pacific Ocean tuna
fishing aress.

Sincethe treaty came into force, our annua payment obligations under the treaty have ensured accessto
broad areas of the Pacific, including waters under the jurisdiction of the 16 states that make up the Forum
Fisheries Agency (FFA). This posdtive fisheriesrelationship, aswell asacommon desire to conserve
fisheries resourcesin the Pacific, has carried over into the successful conclusion of negotiationsfor a
conservation and management regime in the Central and Western Pacific, where we continue to cooperate
closdy with the Pecific Idand States. The result of these negotiationsisto establish amechanism to ensure
that highly migratory fishery resourcesin that region are not depleted.
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