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Albania

($ in thousands)
Account FY 2003Actua  FY 2004Edimate  FY 2005 Request
FMF 4,900 3,975 3,000
FMF-SUP 3,000 - -
IMET 957 975 900
NADR-EXBS 300 300 300
NADR-SALW 350 - -
Peace Corps 1,148 1,389 1,737
SEED 28,500 27,835 28,000

Support for East European Democracy (SEED) assistance funds remain essentid for ensuring Albania's
ability to continue to play a pivota and productive role in regiond stability. A democratic, stable and
economically progperous Albaniawill do much to help the United States in its fights againgt terrorism,
smadl arms and light weapons proliferation, and transnational organized crime, including narcotics and
contraband smuggling and human trafficking. Therefore, the United States targets its assstance in aress of
economic reforms, democratic ingditution-building and rule of law development, as ameans to promote a
greater degree of prosperity for Albaniawhile advancing U.S interests in the region overdl.

Sustained U.S. engagement and support are crucid if pogtive trends are to continue and ultimately yield
long-term results in areas of essentid domestic reform, including the establishment of a market-based
economy, democretic ingtitution-building, and promotion of basic human rights and civil liberties.
Additiondly, U.S. assstance in these reform areas is essentid for guiding Albaniacloser to a EurcAtlantic
partnership. The United States should continue to reinforce the process of reform in Albaniaas part of its
larger god of transforming the politica redlity of the region. The United States coordinates assstance
efforts closdy with our European dlies and European ingtitutions, such as Itay, Greece, the European
Union (EU), the North Atlantic Treaty Organization (NATO), Organization for Security and Cooperetionin
Europe (OSCE), and Council of Europe (CoE) to maximize the benefit of assistance programs.

Building democratic ingtitutions remains the highest priority for the United Statesin Albania. FY 2005
SEED funds will support specific initiatives within Albaniato meet this priority. SEED funds contribute
sgnificantly to our effortsto develop civil society and promote humean capita resourcesin Albanian
society, which is il recovering from the setbacks of economic collgpse in 1997 and 45 years of harsh,
xenophobic Communism. SEED funds support initiatives such as primary hedlth care upgrades, education
improvements, and journdigtic professonaism. In addition, SEED-funded programs promote badly
needed agriculturd reforms, creating employment opportunities, modernizing production and increasing
output in a country where nearly 70 percent of the work force istied to the agricultura sector.

SEED funds support specific judicid reform initiatives. They aso strengthen ingtitutions that fight financia
crimes such astax evasion, money laundering and terrorist financing.  Continued SEED assstance iskey to
sustaining Albania’ s recent successes in fighting corruption, stopping human trafficking, and semming the
flow of wegpons, narcotics and contraband into Western Europe. Support will continue for innovative law
enforcement programs such as the Three Ports Strategy, the Vlora Anti- Trafficking Center and the regiona
Totd Information Management System (TIMS).

Foreign Military Financing (FMF) is crucid for completing the modernization of the 16,500-member
Albanian Armed Forces (AAF). A NATO membership aspirant and saunch U.S. aly inthewar on
terrorism, Albania contributes troops to peacekeeping effortsin NATO (SFOR), Afghanistan and Irag, and
was one of only four countries worldwide to send combeat troops during the Irag war. FY 2005 funds will
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be centrd in the trandformation process identified by the Office of Secretary of Defense and the Republic of
Albania Defense Modernization Team, which includes downsizing and professondization programs. This
modernization is focused on a comprehensive policy of Sabilization in the Bakansand effectively
contributes to the war on terrorism by reducing, restricting and/or iminating transnetiond threstsin the
region. Additiondly, in-country English language Training (ELT) will facilitate eventua NATO
interoperability of both gererd staff and military unitsin order to more effectively wage the campaign
againg globd terrorism.  FMF will assgt the interoperability of the AAF with NATO secure voice and data
network systems by 2010 by implementing a Control, Communications, Computers and Information study.
In addition, under the umbrela of regiona security and stability, the purchase and operation of ammunition
incinerators will hep dispose of the AAF s 2,000,000 tons of excess ammunition, directly reducing the risk
of it ending up in the hands of internationd terrorists, as well as diminating the danger of a potentia
environmental disaster.

Albaniawill bedigiblein FY 2005 to recelve Excess Defense Articles (EDA) on agrant basis under
Section 516 of the Foreign Assistance Act. Transfer of EDA will assst Albaniato meet its defense
requirements and promote interoperability.

In the process of bringing Albaniainto NATO, the Internationa Military Education and Training (IMET)

program continues to offer both field and company grade officers with various levels of English language
ingruction essentid to functioning in aNATO joint environment as well as enhancing the professondism
of the officer corps.

In the effort to prevent proliferation of weapons, ddivery systems, related technol ogies and other wegpons,
the United States has a number of Nonproliferation, Anti- Terrorism, Demining, and Related Programs
(NADR) ongoing in Albania Export Control and Related Border Security (EXBS) assistance funds are
directed to establish and maintain afully effective export control systemin Albania NADR and EXBS
programs support the war againg globd terrorism and the U.S. god of stabilizing the region by reducing
arms proliferation and restricting the transfer of existing wegponry.
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Armenia

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
FMF 5,000 2485 2,000
FSA 89,415 74,558 62,000
IMET 659 900 750
NADR-EXBS 1011 300 300
NADR-HD 250 - -
P.L. 480 Titlell 3991 380 -
Peace Corps 1,702 1,836 2,032

The United States supports the transformation of Armeniainto ademocracy based on the rule of law with
an active civil society that functions on free-market principles, isintegrated into the world economy, hasthe
capability to provide for the wefare of its citizens, and is at peace with its neighbors. U.S. security, law
enforcement, and nonproliferation assistance and cooperation with Armenia are needed to prevent wegpons
and other illicit trafficking and the spread of wegpons expertise. Armenia has supported the Globa War on
Terror, Operation Enduring Freedom, and Operation Iragi Freedom by offering overflight rights, medica
assgtance, and information sharing.

Achieving a durable resolution to Armenias conflict with Azerbajan over Nagorno-Karabakh iskey to
U.S. interests. A peace settlement would eiminate amgjor cause of ingtability in the Caucasusregion. It
would facilitate Armenias economic cooperation with its Caucasus neighbors and remove amgjor
impediment to norma relations between Armeniaand Turkey. Peace would free Armeniato concentrate
more of its political energy and economic resources on domestic reforms, and on improving the socid well-
being of its citizens.

U.S. assgtance to Armenia supports private sector development, economic and energy reform, democracy
and good governance, and socid sector reform. FREEDOM Support Act (FSA)-funded humanitarian
programs seek to ease the burdens of natural disaster and regiond conflict. U.S. assstance to the judicial
and law enforcement bodies of Armeniais helping to ensure that Armenia plays a more effectiverolein
combating narcotics smuggling, organized crime, and trafficking in persons, and works to support our
efforts to combeat terrorism.

FSA assistance also hdps to mitigate difficult living conditions for needy groups, such as orphans and the
elderly. Other programs support Armenian effortsto provide hedlth care for disadvantaged citizensand to
improve hedlth management education.

Armeniais continuing efforts to improve its business climate, increase investment, creste jobs, and broaden
its economic base. Armeniaacceded to the World Trade Organization (WTO) in February 2003. FSA -
funded programs will continue to focus on developing and marketing Armenian agricultura products and
helping Armeniameet its WTO commitments. At the macroleve, U.S. Treasury Department advisors will
provide expertise in improving revenue collection and reducing budgetary deficits, insuring thet the
government will be able to maintain good relations with internationa financia indtitutions. Technica
advice dso will help the Armenian Government improve its audit practices, thereby heping to fight
corruption. Training programs, scholarships and other programs will help Armenia develop other sectors of
its economy, seek investment, and create jobs, with an emphasis on developing micro, small and medium
enterprises (SMEs).



Democratic inditutions and practices are developing in Armenia, but this is threatened by poor ecaonomic
conditions, regiond ingtability, and corruption. FSA -funded democracy assistance programs are working
with government agencies and nor-governmenta organizations (NGOs) to improve the technical capecity
of legidative staff and to increase public participation in government. Programs aso help legidators draft
and implement budget programs, train judges, lawyers and prosecutors, promote effective political parties,
and increase government transparency. Support for NGOs and the independent media helps those
organizations effectively articulate and advocate public interests. To help counter Armenia sisolation, U.S.
programs provide educationd and informationd links with the West.

With subgtantia U.S. assistance, the Government of Armenia has successfully implemented the mgority of
recommendations of internationa experts to improve the safety of the Metzamor nuclear power plant.
FSA-funded programs will continue to improve the near-term operationa and physica safety of the plant.
Finding dternative sources of energy and further improving the efficiency of Armenia s domestic energy
system will be key to the ultimate closure of Metzamor.

FY 2005 Internationa Military Education and Training (IMET) funding will provide opportunities for the
Armenian military to atend U.S. military professona education and to facilitate Armenid s defense reform
efforts through education in civil-military relations, defense resource management, and English language
traning. FY 2005 Foreign Military Finarcing (FMF) funding will enhance security cooperation by
bolgtering Armenia s communications capability, improving Armenid s ability to participate in regiond
peacekesping operations, and improving interoperability with U.S., North Atlantic Treaty Organization
(NATO), and internationa forces.

Armeniawill be digible to recelve grant Excess Defense Articles (EDA) in FY 2005. Provison of EDA
grants will enhance Armenia s ahility to participatein NATO and codlition operations, aswell as
international peacekeeping missions.

The Armenian Government has demonstrated awillingness to cooperate with the United Statesin
preventing the proliferation of wegpons of mass destruction and related technologies and other illicit
wegpons trafficking, and fighting transnationd crime. 1t has also taken severa stepsto strengthen its export
controls and border control systems. U.S. Export Control and Related Border Security (EXBS) Assistance
programs funded under the Nonproliferation, Anti- Terrorism, Demining, and Related Programs (NADR)
account are providing equipment and training ass stance to customs, border guard, and other law
enforcement and border security authorities to improve their export and border control capabilitiesto deter,
detect, interdict, investigate and prevent wegpons proliferation.

FSA-funded law enforcement programs provide training, technica assistance, and equipment to increase
Armenias capacity to fight international crime, corruption, and narcotics trafficking and to improve human
rights practices. FY 2005 funding will continue to assst Armeniain creating the procedures necessary to
investigate and prosecute cases of trafficking in persons; to improve law enforcement communications
infrastructure which will improve communication and cooperation between Armenian and U.S. law
enforcement agencies, to develop effective and sustainable police academy training; to improve forenscs
cgpahilities; and to continue the professiond development of prosecutors, investigetors and defense
advocates. Funding will dso support implementation of the Government of Armenia s newly adopted anti-
corruption action plan.

U.S. programs funded through the FSA and NADR accounts promote the participation of former Soviet
wesgpons scientists in peaceful research projects supported by the International Science and Technology
Center (ISTC), the Biotechnology Engagement Program (BTEP), and the U.S. Civilian Research and
Deveopment Foundation (CRDF).



Azerbaijan

($ in thousands)
Account FY 2003 Actud FY 2004 Estimate  FY 2005 Request
FMF 5,000 2485 8,000
FSA 45,938 38,782 38,000
IMET 878 900 750
NADR-EXBS 1,850 850 1545
NADR-HD 1,600 2,468 1,000
P.L. 480 Titlell 2974 2,151 -
Peace Corps 1,275 1,428 1,946

U.S. nationd interests in Azerbaijan center on strong bilateral security and counterterrorism cooperation, the
advancement of U.S. energy security, progress in free-market and democratic reforms, and mediation of the
Nagorno-Karabakh dispute.  Azerbaijan’s shared border with Iran, strategic position asalittoral Caspian
Sea date, and its long-standing conflict with Armenia cause itsinternd stability to have adirect bearing on
regiond stability. The involvement of U.S. firmsin the development and export of Azerbajani oil iskey to
our objectives of diversfying world oil supplies, providing a solid base for the regiona economy, and
promoting U.S. energy security and U.S. exports. Azerbaijan has supported the Globa War on Terror,
Operaion Iragi Freedom, and Operation Enduring Freedom by offering crucid law enforcement and
intelligence cooperation, blanket overflight rights, and the possible use of bases.  Azerbaijan has deployed
peacekeepers to Afghanistan and to Irag, in addition to an earlier peacekeeping deployment to Kosovo.

Following the Presdent's January 2002 waiver of Section 907 of the FREEDOM Support Act (FSA), which
prohibits certain types of assistance to the Government of Azerbaijan, assstance programs previoudy
prohibited have been developed in the areas of budget reform, customs reform, law enforcement and legd
reform.

U.S. assgance to Azerbaijan enhances its ahility to prevent, deter, detect, and investigate the proliferation
of weapons of mass destruction (WMD), wesgpons technology, expertise and conventiona arms, and
encourages efforts to hdt trans-shipment of narcotics across its borders. Meanwhile, the United States has
continued to provide humanitarian assistance in the form of food, medicine and medica supplies, seeking to
ease the plight of the disadvantagedand displaced. Democracy programs have sought to strengthen civil
society. In FY 2005, the United States plans to focus assistance on economic development, judicid and law
enforcement reforms, and export control and border security strengthening.

Asavitd link in the Trans-Caspian energy corridor, Azerbaijan must develop a market-oriented,
trangparent and corruption-free economic, lega, and regulatory system. While there has been some
economic growth, primarily in the energy sector, other areas of the economy are underdevel oped and
unemployment remains high. Spillover effects from the energy sector to other sectors of the economy have
not yet occurred. The agricultura sector ismired in low productivity, and privatized farms are smdl and
lack reliable accessto inputs, water, equipment and finance. Complex regulations, corruption, and
underdeveloped financia systems have hampered private business development. In FY 2005, FSA -funded
assstance will focus on accelerating economic growth, developing smal and medium-sized agricultura
enterprises, and reforming the domestic energy sector. Training opportunitieswill focus increasingly on
economics and business development. The U.S. Government will dso continue to work with Azerbaijan on
ol development and to support American companies through U.S Oversess Private Investment Corporation
(OPIC), U.S. Export-Import Bank, and U.S. Trade and Development Agency (USTDA) activities.



Azerbaijan has made some progress in creating a democratic system of government. However, significant
problems remain in the areas of media freedom, human rights, and political plurdism, including free and
fair dections, as evidenced by the October 2003 presidentia € ection, which was deemed flawed in many
respectshby the Organization for Security and Cooperation in Europe (OSCE). In FY 2005, the United
States will continue to promote the development of Azerbaijan’s democretic indtitutions and civil society.
FSA-funded ass stance to the government will emphasi ze anti-corruption and development of the rule of
law. Programsto assst non-governmenta organizations (NGOs), palitica parties and the media will
continue to help them more effectively to advocate public interests and serve as a check on governmenta
authority.

Azerbaijan began to emerge as adrug trangt route when regiond conflicts in the Balkans disrupted
edtablished routes for narcotics smuggling in that region. Consequently, U.S. assstance in Azerbajan has
begun to address drug trafficking, while aso improving the country’ s capakilities to address other forms of
transnationd crimind activity. FY 2005-funded law enforcement assstance programs will provide counter-
narcotics training, help develop a new law enforcement training curriculum, support efforts to detect,
prevent and prosecute cases involving trafficking in persons, support the expanded use of forensics
investigative techniques, assist in the development of anti-terrorism and money laundering legidation,
support implementation of the new crimina code, and support anti-corruption initiatives.

FY 2005 funding will provide continued support for security assstance initiated in FY 2003. The United
States will continue to provide equipment, services and training through the Foreign Military Financing
(FMF) and Internationa Military Education Training (IMET) programs. FMF will provide ass stance for
monitoring the Caspian Sea, upgrading airgpace management, and sustaining Azerbaijani troop
deployments in Operation Enduring Freedom and Operation Iragi Freedom. FMF and IMET will continue
to promote interoperability with U.S. and North Atlantic Treaty Organization (NATO) forces. Assigtance
provided under these programs will not be usable for offensive purposes against Armenia, will not affectthe
military balance between Armeniaand Azerbaijan, and will not undermine or hamper ongoing effortsto
negotiate a peaceful settlement between Armeniaand Azerbaijan.

The United States and Azerbaijan have amutua interest in addressing the serious dangers posed by
potentid trafficking in WMD, associated ddivery systems, materids, technologies, conventiond arms and
wespons expertise in and around Azerbajan. At the end of 2003, Azerbaijan and the United States sgned
an implementation agreement for activities under the U.S. Defense Department's Cooperative Threat
Reduction (CTR) Program. The Government of Azerbaijan has demonstrated its commitment to
nonproliferation by intercepting shipments of concern, and the United States will continue its program of
ass stance under the Export Control and Related Border Security Assistance (EXBS) program funded
through the FSA account and the Nonproliferation, Anti-Terrorism, Demining, and Related Programs
(NADR) accountsin FY 2005. In an effort to prevent wegpons proliferation and complement
counterterrorism assistance, EXBS provides equipment to support the technical capacity of Azerbajan's
Cusgtoms Sarvice, Border Guards and Maritime Brigade, including enforcement training, ingpection and
detection equipment, and communications. EXBSis aso supporting upgrades to and training on arecently
delivered U.S. Coast Guard cutter donated under the Excess Defense Articles (EDA) program.

Azerbajan will be digible to receive grant EDA in FY 2005. Provison of EDA grantswill enhance
interoperability and Azerbajan’s ability to participate in NATO and Codlition operations, aswell as
internationa peacekegping missions.

Azerbajan Sgnded itsinterest in redirecting former weapons scientists by acceding to the multinationa
Science and Technology Center in Ukraine (STCU) in 2003, thus enabling these Azerbajani scientiststo
goply for U.S. grant funding to asss their trangtion to non-military employment.



Landmines pose a sgnificant danger in Azerbaijan to people, productivity, and socio-economic
development. Through mine clearance and mine awareness efforts, NADR Humanitarian Demining funds
will be used to save lives and create conditions for the return of displaced persons and refugees and for
increased economic growth and productivity. Other humanitarian assstance to interndly displaced persons
and refugees will continue as needed, with ongoing emphasis on sustainable development and community-
basad projects.
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Bdarus

($ in thousands)
Account FY 2003 Actua FY 2004 Edimate  FY 2005 Request
FSA 9,045 6,850 6,500
NADR-SALW - - 300

Advancing democratic principles and economic reform will help promote the independence and prosperity
of Belarus, which will in turn contribute to regiona stability. Currently, Belarus oppressive regime and
lack of legitimate democratic ingtitutions, retrograde economic policies, and close relations with rogue
dates threaten regiond development and security, potentialy undermining U.S. interests. These policies
aso isolate Belarus from its neighbors, four of which will enter the European Union (EU) in 2004. These
countriesincreasingly see Barus backwardness as an anachronism threstening their own future security
and prosperity. Asaresult, the United States has stepped up its efforts to coordinate its programs and
leverage the budgets of new EU membersto foster our shared objectives with respect to Bearus. Although
the Government of Belarus clamsto be willing to provide assistance in the war on terrorism, in fact,
credible dlegations of the transfer of arms and dual-use equipment to states of concern underscore the
importance of achieving amore open, transparent form of governancein Belarus.

U.S. assgance to Belarus seeks to help achieve a plurdistic and democratic politica culture by
empowering alarge number of civil groups, politica parties and independent media outlets, and, where
possible, small and medium-sized enterprises (SMES).

FY 2005 FREEDOM Support Act (FSA) funding will continue to support non-governmenta organizations
(NGOs) that advocate human rights and promote democracy. This support will include smal grants and
training in such areas as advocacy, networking and cadition building. FY 2005 FSA funding will aso
continue to support Belarus besieged independent media, including materia and technica support to
journdists and editors who are struggling to keep their publications open in the face of continua harassment
by the regime and competition from government-subsidized state media With legidétive eections
scheduled for 2004, FSA -funded activities will seek to foster amore plurdistic politica arena, including
helping to strengthen democraticaly-oriented parties. In addition, anew emphasisis being placed on
empowering locad communities to develop their abilities to solve their own problems.

Opportunities to encourage economic reform through FSA -funded assistance programs are severely
crecumscribed in Belarus. Since the eection of the current president in 1994, economic liberdization and
structura reform measures have been frozen or in some cases reversed. The country haslargely retained a
centrdly planned economy, with most large-scae enterprises fill in government hands and barter trade
dominating inter-enterprise transactions.  Indeed, Russia has linked further economic integration with
Bdarusto specific reforms, which the regime has yet to adopt. Modest FSA -funded economic assistance
programs have concentrated on supporting SMES by devel oping business associations for lobbying and
advocacy. Any further programsin FY 2005 will continue to focus on these aress.

Targeted U.S. humanitarian assistance financed through the FSA account is provided through NGOsto
assigt the most vulnerable. NGOs receiving U.S. support aso work to address public hedlth concerns,
including tuberculosis, hepatitis, HIV/AIDS and women's wellness and infant care.

FY 2005 Nonproliferation, Anti-Terrorism, Demining, and Reated Programs (NADR)-Smal Armsand
Light Wegpons (SA/LW) Destruction funds will be used to support the destruction of SA/LW in excess of
defense needs. Under the auspices of the Organization for Security and Cooperation in Europe (OSCE), the
United States will work with other donor countries to address Belarus inherited Cold War stockpiles.

348



Bdausis not digible to recaive U.S. Government-funded security-related assstance. In February 1997,

the Clinton Adminigtration de-certified Belarus under the U.S. Defense Department's Cooperative Threst
Reduction (CTR) Program due to its poor record on human rights. Belarus remains amember of the
International Science and Technology Center (ISTC), which isintended to fund grants to former Soviet
wegpons-d -mass-destruction scientists to assst them to trangition to non-weegpons-related work. The
United States generally does not fund grantsto Bdarusian scientists. The only U.S. funds going through the
ISTC to Belarus support aNationa Cancer Indtitute study of the health of Belarusians exposed to radiation
from the Chornoby! accident.
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Bosnia and Her zegovina

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
FMF 2,400 14,900 2,500
IMET 796 900 900
NADR-EXBS 641 600 500
NADR-SALW - 500 400
PKO 9,900 11,730 -
SEED 50,150 44,735 41,000

Nine years after the Dayton Agreement ended the conflict in Bosnia and Herzegovina (BiH), the country is
gl struggling to recover from the 1992-95 war and to trangition to amarket economy. Despite significant
progress in establishing democratic practices and building centrd state inditutions, BiH remains afragile
datein apotentialy ungtable region. There isacontinuing need to assst Bosniaand Herzegovinain
reinforcing its border control and law enforcement structuresin order to combet terrorism and trafficking. It
isinthe U.S. interest to help BiH completeits trangtion to a modern European state integrated into Euro
Atlantic indtitutions that contribute to regiona stability.

In FY 2005, Support for East European Democracy Act (SEED) programsin BiH will continue to support
democratic, economic and socid sector reforms and strengthen local capacity to maintain interna security
and uphold therule of law. SEED-funded democracy programswill provide training and technicd
assigance to improve loca governance, encourage civic participation and non-governmental organization
(NGO) advocacy activities, develop a professond and respons ble independent media sector, and help
account for missing persons from the BiH conflict. Economic and socid sector programs will offer
technical advice to support tax and customs administration reforms, trade expangion, and reforms of BiH's
budget, commercid laws, and power sector. Grants and loanswill dso assst in developing smdl and
medium sized enterprises and provide opportunities for minority returnees. Rule of law programs will
provide technica assstance, training and equipment to build the capecity of the State Border Service, State
Information and Protection Agency, police and judiciary, to strengthen anti-trafficking competencies, and to
enhance BiH counterterrorism efforts and ingtitutions. These programs will build on the progress made as a
result of prior years assstanceincluding, for example, the first saf-administered generd dections sncethe
war (which were held in October 2002), the improved organizationd capacity of NGOs, the
implementation of an effective treasury system, the establishment of a functioning anti-trafficking task
force, and full deployment of the Sate Border Service at dl international border crossings.

FY 2005 OSCE Regiond Peacekeeping Operations (PKO) assistance will fund asmadl portion of the U.S.
share of the Organization for Security and Cooperation in Europe (OSCE) field misson in BiH, with the
gods of containing and reducing ingtability and asssting with post-conflict rehabilitation. In previous
years, PKO covered cogts for the Office of the High Representative and OSCE Missionin BiH. In FY 2005
these cogtswill be covered in the SEED regiona budget.

Foreign Military Financing (FMF) funds contribute to U.S. nationa security by promoting pesce and
gability in Bosnia FMF funding in FY 2005 will contribute to BiH’s comprehensive defense reform effort.
BiH enacted defense reform legidation that placed both entity armies— the Army of the Republika Srpska
(VRS) and the Federation Army (VF) — under sate-level command and control in December 2003.
Successful implementation of the defense reforms will meet North Atlantic Treety Organization (NATO)
technica requirements for participation in the Partnership for Peace and help creete the conditions
necessary to further drawdown the extraordinary international military and civilian presencein BiH. Under



the new legidation, al forceswill fall under the operationa command of the BiH Tri-Presidency viaanew
Ministry of Defense, Joint Staff, and Operationd Command. In addition to cresting these new Sate-leve
indtitutions, the reforms require downsizing the entity militaries; limiting conscription; destroying excess
wegpons, and divesting surplus properties. FMF funding in FY 2005 will build on the training, equipping
and technica assistance programsinitiated with FY 2004 funds to implement the defense reform
legidation, and develop the new inditutions.

The Internationd Military Education and Training (IMET) program in Bosniawill train officers and non
commissioned officers (NCOs) working in the state defense indtitutionsin FY 2005. IMET activities will
include training for junior officer development, and leadership training for mid- to upper-level defense
officas. IMET fundswill dso be made available to train properly vetted members of the VRS to support
thelr participation in the State defense indtitutions in a manner consistent with U.S. law and policy. IMET
funding from previous years was used to srengthen sate-level defense indtitutions by training officers that
agreed to serve in adtate-leve capacity, such as the Standing Committee on Military Matters or asa
Defense Attaché in a BiH Embassy.

Bosniais digible to receive Excess Defense Articles (EDA) on agrant basis under Section 516 of the
Foreign Assstance Act (FAA). Provison of grant EDA will assst Bosniain meeting its defense
requirements, enacting defense reforms, and furthering interoperability.

The United States will continue its Nonproliferation, Anti- Terrorism, Demining, and Related Programs
(NADR) Export Control and Related Border Security Assstance (EXBS) programto assst BiH in
establishing an effective export control sysem in FY 2005. The EXBS program is part of the U.S. effort to
prevent the proliferation of weapons of mass destruction, their delivery systems, related technologies, and
other wegpons. In BiH, NADR-EXBS funds will purchase new detection equipment to be used in border
control training. Fundswill aso support alicensing workshop for government officials and a seminar for
industry representatives on how to determine whether a manufactured item is controlled and requiresa
licenseto be exported. NADR-EXBS fundsin previous years helped to secure aclear politica
commitment from BiH to meet international nonproliferation gods and effective export controls. In
February 2003, BiH Parliament adopted the Law on Import and Export of Wegpons and Military
Equipment. BiH plansto amend thislaw in the near future so that it covers dual-use items and technology
aswdl. Additiondly, NADR Internationa Trust Fund monies effectively established a Mine Detection
Dog School in BiH that now serves asregiond center for demining training and capacity building.

FY 2005 NADR-Smal Armsand Light Wegpons (SA/LW) Degtruction funds will be used to support the
destruction of SA/LW designated as excess to BiH'’ s defense needs by BiH’s Defense Reform Commission.
Destruction activitieswill prevent the diversion and illicit trafficking of these weapons that BiH does not
have the resources to secure properly.
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Bulgaria

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
FMF 9,000 8450 7,000
FMF-SUP 10,000 - -
IMET 1,324 1,350 1,395
NADR-EXBS 500 500 500
NADR-SALW 400 - 600
Peace Corps 2,844 2814 3457
SEED 28,000 27,835 27,000

Bulgarid s trangtion to a market-oriented economy and the furthering of democratic reforms hinges on
continued U.S. assstance. Through its participation in international and regiona security bodies, Bulgaria
has played an increasingly larger role in building stability in the region over the past severd years. Bulgaria
has been akey partner in North Atlantic Treaty Organizaton (NATO) action in Kosovo in 1999 aswell as
with U.S. actionsin both Afghanistan and Irag in 2003. Bulgariawill join NATO in 2004 and continuesin
its efforts to modernize and professondize its armed forces for a seamless entry into NATO
interoperationd activities. Bulgariais poised to assume the duties of Chairmarntin-Office of the
Organization for Security and Cooperation in Europe (OSCE) in January 2004. Bulgariaaspiresto join the
European Union (EU) in 2007, further raising its profile and the profile of the Balkans in the next severd
years. Bulgariais strategicaly pogtioned to be avitd U.S. partner in the Balkans. Continued U.S. support
isvitd for Bulgariato follow through on reforms that began over the past years and to build on democratic
processes that U.S. support has grestly enabled thusfar. These U.S. programs, in areas which have not
been funded by other donors, include rule of law/judicid reform, anti-corruption, economic retructuring,
municipad and locd sef-governance, privatization, pension reform, and fisca decentraization.

Recent opinion polls have reveded a growing dissatisfaction with the top political leadership in Bulgaria
dueto itsinability to stem the levels of unemployment and poverty aswell asalack of improved hedth and
pension systems and of wage increases. Dissatisfaction with the government following the 2001
parliamentary dections led to the victory of Socidist leader Georgi Purvanov over deposed King Smeon
Saxe-Coburg (who became Prime Minister in 2001) in the November 2002 presidentid eection. Despite
the progress made on broad politica and economic issues, the generd citizenry have yet to fed the effect of
job cregtion and a higher standard of living.

Support for East European Democracy (SEED) Act assstance in 2005 will focus on judicia reforms and
enhancing border controls and largely improving civil security for the country, in turn improving regiond
security. SEED funding will be phased out after FY 2006 (the last year of funding); the remaining funds
are being targeted accordingly. Past U.S. assgtancein rule of law and anti-corruption programs has made
dramatic strides towards transparency and accountability, sgnificantly contributing to the building of
democratic ingtitutions. Further assistance in economic reform has resulted in forward movement of the
banking sector while enforcing the commercia regulatory framework and assisting companies with export
earnings potentia which include agriculture, light manufacturing, information technology, and tourism.
The United States continues to focus on programs that strengthen loca sdif -government, bringing the
democratization process to the locd leve for the benefit of Bulgarian citizens from urban centersto rura
communities. Programs in economic restructuring are directed toward the management and sustainability
of pendons, legidative reform and retraining for displaced workers, hedlth and other socid insurarce funds,
and promote inclusion and tolerance toward women and other vulnerable groups in society.
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Though Bulgaria has been given aroadmap to EU accession and was one of the origind twelve Eastern
European countries dated for EU membership, it was not invited to join in the next round of expanson in
May 2004. This can be attributed to an unimpressive economy over the past severd years that has made an
EU accession date an eusive target; hopes are now pinned on EU accession in 2007.

As part of our effortsto prevent the proliferation, ddivery systems, and related technologies of wegpons of
meass destruction and other wegpons, the United Statesis providing Nonproliferation, Anti- Terrorism,
Demining, and Related Programs (NADR) Export Control and Related Border Security (EXBS) assgtance
funds for a cooperdtive program to help establish afully effective export control system in Bulgaria.
NADR funding is designed to provide advanced licensing training aswell astraining for export control
enforcement officers at the border on basic detection, targeting, and profile techniques.

Through the Small Arms and Light Weapons (SA/LW) Destruction program, aso within the NADR
account, the U.S. government has completed three years of successful SA/LW destruction projectsin
Bulgaria Our FY 2005 effortswill focus on security of stocks and continued destruction of excess
inventory. While the government of Bulgaria has taken steps to stop SA/LW from ending up on theillicit
market, unscrupulous brokers continue to target Bulgaria's excess stocks.

Foreign Military Financing (FMF) isavitd dement in the modernization and professondization of
Bulgaria sarmed forces. This modernization iskey in light of Bulgaria's new NATO membership and its
ability to operatein ajoint NATO environment. The mgority of funds are dedicated to upgrading
communications information syslemsin order to achieve parity with NATO standards. This upgrade dlows
Bulgariato operate as afull partner within NATO, including participation in peacekegping and crisis
operations. FMF aso improves coordination between the Generd Staff and the Ministry of Defense by
continuing defense modernization efforts. Purchasing night-vision devices for peacekeeping and crisis
operationswill ensure that Bulgariais meeting NATO standards, is able to deploy in dl conditions, and can
maintain the minimum interoperationa standards. In addition, FMF will fund much-needed smulation
equipment, dramatically increasing levels of training and raising overal levels of operationa readiness.

Bulgariawill be digiblein FY 2005 to recaive grant Excess Defense Articles (EDA) under section 516 of
the Foreign Assstance Act. Thetransfer of EDA will assst Bulgariain meeting defense requirements,
enading defense reforms and furthering interoperability.

Internationa Military Educationa and Training (IMET) continues to provide crucia support to the
Bulgarian armed forces. IMET funding includes training for Officers and Non-Commissioned Officers
(NCOs) in professond military training, civilian/military relaions, and nationa security affairs. IMET
training is focused on developing Bulgaria s Rapid Reaction Force, gaining familiarity with U.S. methods
of combating terrorism, raising English language proficiency within the ranks, sreamlining
communications information systems, and providing management training.



Croatia

($ in thousands)
Account FY 2003Actua  FY 2004Edimate  FY 2005 Request
FMF 5,500 - -
IMET 700 800 50
NADR-EXBS 750 750 690
PKO - 895 -
SEED 30,000 24,853 20,000

The U.S. policy god of regiond stability in the Balkans depends to a considerable extent on Croetids
successful trangition from its legacy of communism and ethnic warfare to active participation in the
transatlantic community as a stable democracy. Managing that transformation aso serves other important
American interests, such asfighting terrorism, crime, trafficking and other transnationd thresats, and
creating asecure and attractive climate for U.S. business.

With U.S. assstance, the Croatian government has made significant democratic and economic reforms
sgnce 2000. However, the durability of these changes, in the face of mgor economic and politica
chdlenges, isuncertain. Continued ass stance through FY 2006 (the last year of Support for East European
Democracy funding) is crucid to support Croatias trandition and U.S. policy interests in the region.

From the late 1990s until 2000, Support for East European Democracy (SEED) Act programsin Croatia
focused on democracy-building activities, such astechnica assstance to local governments, political
parties, labor unions, media and non-governmenta organizations (NGOs). I1n 2000, the eection of a
reform-oriented government opened the door to further U.S. support for economic restructuring, which had
been suspended under the Tudjman regime. Our investment in Croatid s future has brought about
meaningful steps toward macroeconomic dability. SEED assstance will continue to promote a competitive
private sector by strengthening small business and employment in agriculture and agribusiness,

SEED programs help Crodtia strengthen democratic ingtitutions and rule of law, and complete
implementation of the Dayton Accords, including full cooperation with the International Crimina Tribunal
for theformer Yugodavia (ICTY) and ajudicid structure that encourages and protects foreign investment.
U.S. assistance builds more effective citizen participation, improves law enforcement and governance, and
supports the development of avibrant NGO community. It will continue to create alegacy of trained
leaders @ locd levels where reform is taking place with direct impact on communities. SEED funds creete
opportunities for refugees to return to their homes and restore basic utilities and community services. These
achievements provide the basis for economic revitdization activities in partner municipaitiesin 2005.

The United States coordinatesits assstance program in Croatia closgly with the | nternationa Financia
Ingtitutions and the European Commission, which continue to consder it vita to preparing the ground for,
launching and sustaining their own programs.

FY 2005 OSCE Regiond Peacekeeping Operations (PK O) assstance will fund asmall portion of the U.S.
share of the Organization for Security and Cooperation in Europe (OSCE) fidd mission in Croatia, with the
gods of containing and reducing ingability in the country and assisting with post-conflict rehabilitation.

Because Croatiaso far has not signed an agreement under Article 98 of the American Service-Members
Protection Act, it currently is not digible to receive Foreign Military Financing (FMF) funds, Internationa
Military Education and Training (IMET) funds and Excess Defense Articles (EDA) under Section 516 of



the Foreign Assstance Act. Because IMET funds have provided Croatian armed forces with the training
and related English language ingtruction necessary to function effectively in amodern, professond military
and have exposed them to Western military doctrine, we are requesting funding in FY 2005 should
Croatids Article 98 status change.

Aspat of its efforts to prevent the proliferation of weapons of mass destruction, their ddivery systems, and
other wegpons, the United States will continue providing Croatiawith Nonproliferation, Anti-Terrorism,
Demining, and Related Programs (NADR) fundsin FY 2005. NADR Export Control and Related Border
Security Assstance (EXBS) funds will support U.S. assistance to the government of Croatiain establishing
an effective export control system. FY 2005 NADR EXBS funding will provide for training in licensing
and in determining whether an item or technology is controlled. These funds will aso provide for advanced
enforcemert training a the Radiation Academy in Washington State.



Cyprus

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
ESF 14,902 13,420 13,500
NADR-EXBS 260 400 400

The United States has along-standing interest in facilitating a comprehensive settlement on Cyprus. Since
Cyprusissuesinvolve our North Atlantic Treaty Organization (NATO) alies Greece and Turkey, these
issues have regiona stability implications for the entire Eastern Mediterranean.

Cyprus has been divided snce the Turkish military intervention of 1974, following a coup detat directed
from Greece. Since 1974, the southern part of the idand has been under the control of the Government of
the Republic of Cyprus. The northern part isruled by a Turkish Cypriot adminigtration. In 1983 that
adminigration proclamed itself the “ Turkish Republic of Northern Cyprus’ (“TRNC”). The“TRNC” isnot
recognized by the United States or any other country except Turkey. The two parts are separated by a
buffer zone patrolled by the United Nations Peacekeeping Forcein Cyprus (UNFICY P).

In FY 2005, Economic Support Funds (ESF) will support continuing United Nations efforts to achieve a
comprehensive settlement on theidand.  Should a settlement be reached in the near future, we would re-
orient our assstance programs to support implementation of itsterms and priorities. In the meantime, ESF
will continue to fund programs and activities that encourage tolerance, cooperation and trust between Greek
and Turkish Cypriots. These activities are expected to encourage agreement on a settlement by
strengthening each sde's ability to compromise on ajust and lasting settlement, and providing opportunities
for multi-sectora contacts. The remaining funding will be made available for scholarships, short-term
training, and other politically sensitive bicommuna projects.

The United States dso provides Nonproliferation, Anti-Terrorism, Demining, and Related Programs
(NADR) Export Control and Related Border Security (EXBS) assstance funds for a cooperative program
to help establish fully effective trans-shipment controlsin Cyprus. U.S. funding in 2005 will provide firs-
responder eguipment and training to help Cyprus respond to a wegpons of mass destruction (WMD) -related
event, aswell as a product identification tool and associated training to assist in the identification of duak
use goods. Cyprus has made red progressin the area of export control enforcement, having established a
dedicated Cypriot Customs team to ingpect trans-shipment container cargo.



Czech Republic

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
FMF 10,900 7,950 6,000
FMF-SUP 15,000 - -
IMET 1,929 1,900 1,900
NADR-EXBS 530 - -

U.S. assistance has contributed to the Czech Republic’ s development into ademocratic, free-market-
oriented North Atlantic Treaty Organization (NATO) dly. The Czech Government, including the small but
effective Czech Army, has proven to be astdwart partner in the globa war againg terrorism. The Czech
Republic continues to maintain a nuclear, biologica and chemica (NBC) defense unit in Kuwait, and has
deployed military police and civilianrmilitary coordination unitsto Irag. A Czech military hospitd was
deployed to Basra through the end of 2003. In addition, the Czech Republic has offered a specid forces
unit to Afghanistan and has aso contributed to alied effortsin Bosniaand Kosovo.  Providing specialized
support has become a priority for the Czech Republic, as shown by these contributions.

The primary U.S. interest remains helping the Czech Republic improve its ahility to contribute fully to
NATO missions and other operations related to the globd war on terrorism. FY 2005 funds will focus on
English language proficiency, building a NATO-compatible and secure command and control system,
improving the survivability of forces, effective combat engagement, and supporting reform within the
Czech Armed Forces. The United States continues to be supportive of the ongoing economic reforms
intended to promote prosperity and prepare for the Czech Republic’ s anticipated entry into the European
Union (EU) in 2004, thus providing an environment in which American business interests can thrive.

Helping the Czech Republic continue its progress on military modernization will maximize its contributions
to NATO'srolein European security. Foreign Military Financing (FMF) and Internationd Military
Educeation and Training (IMET) programs are essentia in helping the Czech Republic redize NATO force
gods. FMF, paticularly, isimportant, asit focuses on increasing the Czech Republic’ s support capability
to deploy or recelveforces. Restructuring of the Czech military will need to be consolidated through
training and further organizationa reform. To date, Czech authorities have managed to stay on target to
increase defense spending as a percentage of gross nationd product. U.S. assstance, in the form of FMF
and IMET funds, will complement nationa resources and will help the Czech Government to stay on track
initsreforms

FY 2005 fundswill be aimed a promoting the following three objectives.

Deveoping a specidized capability to support NATO/Codition operationsin the areaof NBC
defensive capahiilities. This includes the refurbishment of hdlicoptersto enable their use in and support
to NATO operdtions.

Continuing development and maintenance of NATO Training and Planning Standards. Thisincludes
the provision of English language training, technica assistance and consultants, and training smulaors.

Modernizing the Czech Republic's military forcesto support NATO through provision of specidized

gear, including night-vision and secure communications equipment, as well as continued support for a
modernized command and control system.
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In FY 2005, the Czech Republic will be digible to receive grant Excess Defense Articles (EDA) under
Section 516 of the Foreign Assstance Act. Thetransfer of EDA will assist the Czech Republic in meeting
its defense requirements and furthering its interoperability.

As part of its efforts to prevent the proliferation of wegpons of mass destruction, their ddivery systems,
related technologies, and other wegpons, the United States has provided substantia Nonproliferation, Anti-
Terrorism, Demining, and Related Programs (NADR) Export Control and Related Border Security (EXBS)
Assgtance funds for a cooperative program to strengthen the Czech Republic’ s export control system.
Since the Czech Republic has made significant progress in establishing an effective export control system,
thereis no specific NADR-EXBS funding request for the Czech Republic in FY 2005. Regiona NADR-
EXBSfundswill continue to fund Czech participation in regiona export control events, and an EXBS
Advisor stationed regiondly will continue to work with Czech officids on an ad hoc basis.



Egonia

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
FMF 6,500 6,200 5,000
FMF-SUP 2,750 - -
IMET 1,009 1,200 1,200
NADR-EXBS 400 1,175 1,000
NADR-HD 235 - -

The Bdltic sates of Estonia, Latvia and Lithuania are important to Northern Europe’ s long-term stability.
Especidly in light of Estonia s anticipated entrance into the North Atlantic Treaty Organization (NATO)
and the European Union in thefirgt haf of 2004, the country’ s propects for the future gppear promising.
Ever since regaining its independence from the Soviet Union, Estonia has been the recipient of various
formsof U.S. assstance. However, now that Etonia has graduated from Support for East European
Democracy Act (SEED) assistance future U.S. support will predominantly target the military and security
aress. Egtoniahas shown itsdlf to be ardiable partner for the United States in the war on terrorism and on
other important foreign policy issues. U.S. godsfor Estoniaremain itsfull integration into Euro-Atlantic
ingtitutions; good neighborly relations with nearby countries, especidly Russia; and heightened cooperation
among the Nordic and Baltic countries. Etoniais aso interested in sharing its experience in political and
economic reform with other former Soviet states, an effort that the United States fully supports.

Egtonid s efforts to become fully interoperable for participation in NATO, Partnership for Peace (PfP), and
NATO-asociated operations, including peacekeeping, peace enforcement, and humanitarian assistance,
will be sustained in part by Foreign Military Financing (FMF). In FY 2005, FMF will continue to support
the Regiond Airspace Initiative through the provison of navigationa aids and Identification Friend or Foe
(IFF) equipment. Funding will be made available to help improve Etonian military capabiilities through the
establishment of a standardized, secure-mode-capable, NATO-interoperable communications network for
the Land Forces Brigade, as well as a complete ship voice and messaging system for the Navy. FMF funds
will aso be used to increase Estonia s support capability to receive or deploy forces.

Since regaining its independence, Etonia has faced the difficult task of rebuilding its military from the
ground up. U.S. assgtance has played akey rolein that process. As Estoniadlocates resourceson a
priority bassfor its defense needs, as well asfor its contribution to overall European security and stability,
Internationa Military Education and Training (IMET) funds will be used to provide professiond military
education for personne, uniformed and civilian, serving in key postionsin the Nationd Armed Forces and
Minigtry of Defense. IMET will continue to expose Estonian officers and non-commissoned officers
(NCOs) to American tectics, doctrine, and leadership - important elementsin raising their level of
professondism. IMET will also provide access for Etonian military and civilian Ministry of Defense
personnd to courses in other important areas such as defense resources management and civil-military
relations.

InFY 2005, Estoniawill be digible to receive grant Excess Defense Articles (EDA) under section 516 of
the Foreign Assstance Act. EDA materie will hep Estoniato meet its nationa defense requirements and
further its NATO interoperability.

As pat of its efforts to prevent the proliferation of wegpons of mass destruction, their ddivery systems,
related technologies, and other weapons, the United States is providing Nonproliferation, Anti-terrorism,
Demining, and Related Programs (NADR) Export Control and Related Border Security (EXBS) assstance
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funds for a cooperative program to hdp establish fully effective export controlsin Estonia. Since Estonia
has made significant progressin establishing an effective export control system, FY 2005 will be the last
year of new NADR-EXBS funding. FY 2005 funding will focus primarily on providing sophisticated
equipment to enhance the security of Estonia s borders.
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Serbiaand Montenegro

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
IMET - 250 250
NADR-EXBS 794 70 735
NADR-SALW 988 80 800
SEED 150,000 134,203 102,000

Serbiaand Monteregro isalinchpinin the Bakans. FY 2005 fundswill keep fragile politica and
economic reform on track, as the Republic of Serbia (Republika Srpska) forms anew government
following parliamentary dections in December 2003. Mgor work remains to be done on domestic war
crimestrid capacity, rule of law, privatization, job cregtion and economic growth, and building loca
democracy, dl key to making Serbia a pogtive regiond player. The Government of Serbiaand
Montenegro has worked closdy with the United States to halt arms transfers and military assistance by
Serbiaand Montenegro entities to states of concern, including Iraq. The Government of Serbiaand
Montenegro continues to work with the United States in implementing amodern and trangparent export
control system and is also cooperating in the destruction of excess smdl arms and light weapons, including
ManPortable Air Defense System (MANPADS) missiles. Serbiaand Montenegro has dso cooperated on
implementing financid sanctions againg terrorist groups, including establishing an anti-terrorism task force
and afinancia inteligence unit. The United States seeks to accd erate Serbia and Montenegro's Eurc
Atlantic integration in order to promote regiond stability in the Balkans, thus hastening the day when U.S.
and North Atlantic Treety Organization (NATO) forces can be withdrawn from neighboring states.

Support for East European Democracy (SEED) assistance to Serbia and Montenegro supports democratic
trangtion, civil society, democratic ingditutions and economic reforms, and the integration of a prosperous
Serbia and Montenegro into Euro-Atlantic inditutions. SEED assistance has hel ped the government
implement and build popular support for difficult political and economic reforms. SEED funding hes
provided critical economic and humanitarian assistance, epecialy in areas subject to ethnic tensons and
ingtability. Programs specifically targeting southern Serbia and the Presevo Vdley helped to sabilize the
area aong the adminigtrative boundary line with Kosovo. Following the March 2003 assassination of
Serbian Prime Minister Zoran Djindjic by organized crime figures linked to rogue paramilitaries and
corrupt officids, the United States accelerated its support for the government’s efforts to prosecute
domesticaly organized crime figures and war criminas.

FY 2005 SEED fundswill be used to revive the reform processes in Serbia and Montenegro. Government
leeders at both the state union and republic levels understand the importance of strengthening democratic
indtitutions and making progress on critica economic and lega reforms. SEED funds will target programs
to strengthen democracy and civil society, including locd government and community devel opment, media,
non-governmental organizations, political parties, and rule of law issues, including judicia reform. A
flagship community development program will continue to build democracy at the local level and help the
population see tangible benefits from the reform process, thus building support for Serbiaand

Montenegro' s difficult trangtion.

FY 2005 SEED funds will dso continue to provide technica assistance for economic restructuring and
reform, including in the areas of fisca, budget and banking reform. Efforts will facus on boogting private
sector development, especidly smal business. U.S. assstance is designed to accd erate the growth of
private enterprise by creating acompetitive and efficient free- market economy through stabilization,
restructuring and integration into regional and world markets. Stabilization efforts are being focused
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principaly on the banking and financia systems and on the fiscd regime, while restructuring efforts
involve the transfer of state-owned assets to the private sector and the reform of the ingtitutions and the
legidative, regulatory and judicia frameworks necessary to ensure effective markets.

SEED funds are ds0 being used to enhance Serbia and Montenegro’ s capacity to investigete, prosecute, and
try war crimes and organized crime cases, including the establishment of special domestic courtsto dedl
with war crimes and organized crime. A key U.S. am isto enhance the ability of the Serbian authoritiesto
pursue war crime cases not adjudicated by the Internationa Crimina Tribund for the former Yugodavia
(ICTY). Cooperation withthe CTY and arrests of publicly indicted war criminds continue to be atop
priority. Other anti-crime effortstarget crimina justice sector reform, corruption and trafficking in persons.
Section 572 of the FY 2003 Foreign Operations Appropriations Act conditions U.S. assstance to Serbia
and Montenegro on, inter dia, Serbia and Montenegro's cooperation withthe ICTY.  This congressonaly
mandated certification requirement isakey policy instrument designed to encourage Belgrade's full
cooperation with the ICTY and resolution of outstanding war crimes issues.

In an effort to build on the Serbian and Montenegrin Government’ s recent cooperation with the
investigation into past and present Serbian and M ontenegrin wegpons exports to states of concern, the
United States is expanding its export control activities with Serbiaand Montenegro. Nonproliferation, Anti-
Terrorism, Demining, and Related Programs (NADR) Export Control and Related Border Security (EXBS)
Assigtance fundswill support an accderated program to help establish an effective export control systemin
Serbiaand Montenegro. FY 2005 NADR funding will provide for training in licenang and in determining
whether an item or technology is controlled. Fundswill dso provide for non-intrusive detection equipment
at the border and training for enforcement officials. The EXBS Program is part of the U.S. effort to prevent
the proliferation of wegpons of mass destruction, their delivery systems, related technologies, and other
wegpons. In addition, FY 2005 NADR fundswill support aprogram advisor stationed at the U.S. Embassy
in Belgrade, who will work with officids to implement EXBS programsin Serbia and Montenegro, as well
asBosniaand Herzegovina FY 2005 NADR Smal Armsand Light Wegpons (SA/LW) Destruction funds
will be used to continue threat reduction activities that are effectively eiminating excess smal amsand
light wegpons (including MANPADS), while smultaneoudy improving the physica security of nationa
stockpiles.

The United States is in the process of building strong bilatera military relations with Serbiaand
Montenegro. In May 2003, a Presidentia Directive authorized the establishment of Internationa Military
Education and Training (IMET) program with Serbiaand Montenegro. Because Serbiaand Montenegro
has 0 far not signed an agreement under Article 98 of the American Service-Members Protection Act, it
stands now not to be digible in 2005 for IMET funds. Because IMET funds have supported professiond
military education and exchanges, aswell as needed English language training, we are requesting funding
in FY 2005 should Serbia and Montenegro's Article 98 status change.
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Georgia

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
FMF 6,900 8,000 12,000
FSA 84,056 71,376 90,000
IMET 1,184 1,300 1,200
NADR-HD 1,050 1,500 3,000
P.L. 480 Titlell 3,006 2,281 -
Peace Corps 1521 1477 1,861

Georgid s peaceful November 2003 “Revolution of Roses’ and subsequent changes in its government
present a unique opportunity for advancing U.S. interestsin Georgia.  Lying at the crossroads of Russia,
Iran and Turkey, Georgiaplays akey rolein furthering U.S. interests and has been a strong supporter in the
Globa War on Terror, Operation Iragi Freedom, and Operation Enduring Freedom. Georgia granted

the United States blanket overflight rights and potential basing permission, and contributed personnd to the
U.S. Centrd Command's (CENTCOM) areaof operations. By enhancing Georgid s ability to contral its
borders, the United States reduces the risk of conflict in the region and helps block the trangit of terrorists
and wesgpons into and out of the North Caucasus. Furthermore, with the completion of oil and gas pipdines
in the coming years, Georgiawill become akey conduit through which Caspian Basin energy resources will
flow to the West, facilitating diversification of energy sources for the United States and Europe.

FY 2005 funding will support efforts of the new Georgian Government to undertake the economic and
politica reforms necessary to ensure that the promise of the November 2003 “Revolution of Roses’ is not
squandered.  The funding will support the new government’ s focus on arti-corruption, good governance,
and economic development programs. U.S. assistance to Georgiawill aso enhance itsterritorid integrity,
promote regiond security and nonproliferation, support the rule of law, support marketbased economic
reform, strengthen civil society, and help relieve human suffering.  In FY 2005, the United States plansto
continue arange of security-related programs to improve Georgids ability to monitor and combat terrorism;
deter, detect, prevent, and investigate the flow of illicit wegpons of mass destruction (WMD), rdated
materids and expertise; prevent the cross-border illicit transshipment of contraband; and support military
reforms.

The FREEDOM Support Act (FSA)-funded GeorgiaBorder Security and Law Enforcement (GBS_E)
Program will continue to provide the necessary equipment (such as radios, remote sensors, survelllance and
detection equipment), logistical and infrastructure support, and training to help the Georgian Border Guard,
Coast Guard, Customs Service, and other security forces maintain an active presence on Georgias land and
seaborders. The GBSLE Program will continue to enhance Georgian capabilities to monitor and control
territoria borders, patrol internd checkpoints, and prosecute criminas and terrorigts. In addition, this
program will continue to enhance interoperability between Georgian security forcesand U.S. and Codition
forces. Assigtance includes support for uniforms, trangportation, infrastructure upgrades, training,
command/control/communications, vessas and aircraft, spares and maintenance, radar and facilities
operation and management, and new tacticd utility vehicles.

With Foreign Military Financing (FMF) funds, the United States will sustain efforts initiated under the
Georgia Train and Equip Program, aswell as efforts to coordinate the various security servicesin Georgia
to achieve greater interoperability and interagency coordination. FMF funds provide equipment and
training to support Georgid s UH-1 helicopter counter-terrorism and security program. The International
Military Education and Training (IMET) program helps Georgian soldiers develop the Englishlanguage
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and professond civil-military skills necessary to augment Georgia s participation in Partnership for Peace
and NATO.

In FY 2005, Georgiawill be digible to receive Excess Defense Articles (EDA) on agrant basis under
Section 516 of the Foreign Assstance Act. The transfer of EDA will assist Georgiain meeting its defense
requirements and furthering its interoperability.

FSA funds dso provide training and equipment to give Georgia the necessary cgpability to prevent the
spread of dualuse equipment and technology. Additiona assistance through the FSA -funded Civilian
Research and Deve opment Foundation (CRDF) and the Nonproliferation, Anti-terrorism, Demining, and
Redated Programs (NADR)-funded Environmenta Protection Agency Bioredirect Program and Science and
Technology Centers Program provides peaceful research and employment opportunities for former-Soviet
wegpons experts in Georgia, with aview to preventing the spreed of their expertise to rogue ates or
terrorist organizations. These research activitiesinclude severd projects focused on HIV/AIDS and
tuberculosis, aswell as activities that engage Geor gian, Azerbaijani and Armenian scientistsin regiona
collaboration.

Recent political changes in Georgia have opened awindow of opportunity for anti-corruption, lav
enforcement, and judicid reform efforts. FY 2005 FSA funding will support initiatives to improve the
professiona development of police and prosecutors; to support reform of law enforcement agencies and the
procuracy, focusing on anti-corruption initiatives within these agencies; support law enforcement academy
development through assistance for curriculum development and training; support steps to address money
laundering and to implement the criminal code; continue judiciad reform programs, and continue to support
research on crimind justice issues by Georgian academics for use by Georgiandecison-makers.

Democracy programsin Georgiain FY 2005 will build on the momentum of the recent changes. Nor+
governmental organizations, many of which have benefited from U.S. assstance, are numerous and active,
and independent media are among the strongest in the former Soviet Union.  FSA fundswill continue to
support civil society programs and development of an independent judiciary.

FSA-funded economic ass stance supports the Georgian Government's efforts to reform lega and
regulatory systems, privetize the economy, implement budgetary reforms, achieve fiscal stability, and fight
corruption. U.S. assistance to help Georgia privatize land has resulted in transfers of parcels on an open
market, and the United States will continue to support development of such private sector markets. Lack of
politica will and officid government corruption have been serious impediments to economic reform in
Georgia, athough opportunities to overcome these obstacles with the new Georgian government are being
explored, especidly in the areas of budget, energy, and revenue collection. FSA funding in FY 2005 will
continue to support programs devoted to the non-governmentd sector, including agriculture, and business
support and credit programs that help smal and medium-zed private businesses.

In order to help relieve poverty and suffering in Georgia, FY 2005 FSA funding will continue to support
humanitarian programs for the ederly, internally displaced persons and conflict victims, and will fund food
and heat assistance programs, as needed. The United States provides other humanitarian assistance through
the Nonproliferation, Anti-terrorism, Demining and Related Programs (NADR) funded Humanitarian
Demining Program. In FY 2005, the demining program will continue to address the threat of landmines
and unexploded ordnance from the civil conflict in and around the Abkhazia region of Georgia. Pest
funding has dready helped to train and equip ateam of Georgian deminersto UN standards, but much more
work needsto be done

364



Greece
($ in thousands)

FY 2003 Actud FY 2004 Edimate  FY 2005 Request

IMET 5A 600 600

A key North Atlantic Treaty Organization (NATO) dly, Greeceis strategicaly located near Balkan and
Middle East trouble spots, and is essentid to the ability of the United States and other dliesto respond to
contingencies in Southern Europe and further east. The U.S. nava basein Crete has played apivota rolein
recent U.S.-led military codlition operations. Greece has given full support to Operation Enduring Freedom
and has pledged over $5 million for assstance to Afghanistan. Greek forces are serving with NATO in
Afghanigtan.

Asthe only country in its region belonging to both NATO and the European Union (EU), Greeceisarole
mode for its neighbors, aswell as aleading participant in internationa efforts to promote democracy,
Sability, and development in Southeastern Europe. Greece dso is essentid to U.S. efforts to promote a
solution on Cyprus and, more broadly, to encourage the peaceful resolution of disputes in the Aegean
region. The United States dso seeksto help Greecein fulfilling its NATO respongibilities, strengthening
internationa cooperation on counterterrorism, and taking steps that facilitate U.S. business interests.

The Internationa Military Education and Training (IMET) Program promotes the professiondization of the
Greek military, and thus U.S. interests, through the training of Greek officersin the United States, thereby
establishing cooperdtive relations with the U.S. military. Prior-year IMET funds have hdped Greece
maintain a modern military capable of meeting the country’s NATO commitments. Greek IMET graduates
provide a base of responsible, broadly informed military leaders, asthey continue to advance to senior

positions.

InFY 2005, IMET funding will reinforce the involvement of the Greek armed forcesin the stabilization of
Afghanistan, multinational regiona peacekeeping, Balkan stabilization efforts, and cooperative programs
with other regional NATO dlies and Partnership for Peace members. Greece continues to take positive
steps with Turkey to reduce military tensons, as part of the generd rapprochement in relations between the
two countries. IMET & so creates opportunities for gregter contact and cooperation between the militaries
of Greece and Turkey, by offering specid Greek-Turkish joint training courses and, where possible,
assigning both Greek and Turkish officers to high-leve training.

Consgtent with its readiness needs and NATO obligations, Greece aso isarecipient of Excess Defense
Artides (EDA). It will be digible to receive grant EDA in FY 2005 under Section 516 of the Foreign
Assgance Act. Thetransfer of grant EDA to Greeceisapart of U.S. and NATO effortsto strengthen
regiond stability in Southeastern Europe and the Eastern Mediterranean. In view of Greece's srategic
location, the United States in recent years has asked Greece to become a more active participant in key
regiona peacekegping missons in Albania, Bosniaand Kosovo. Asan active member of the Multilateral
Peacekeeping Force in Southeast Europe, Greece may aso use EDA in related regiond missons, dl of
which are designed to promote stability in the region.
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Hungary

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
FMF 10,900 7,955 6,000
FMF-SUP 8,000 - -
IMET 1,888 1,900 1,900
NADR-EXBS 350 - -

U.S. assistance has contributed to Hungary’ s development into a stable, democratic, market-oriented North
Atlantic Treaty Organization (NATO) dly that contributes to the security of the Central European region,
and actively participatesin NATO operations. Hungary will pursue further economic and lega reform, as
the country becomes part of the European Union (BEU) in 2004. Hungary has contributed to international
effortsin the Balkans, Irag and Afghanistan, and has been an dly in thefight againg terrorism. A 300-
person Hungarian trangportation battalion is currently serving in Irag, and Hungary has providedamedica
unit and materiel to Operation Enduring Freedom in Afghanistan in addition to providing basing and
overflight accessfor U.S. and NATO forces. Hungary has aso supported counterterrorism training &t the
Support for East European Democracy (SEED) Act-funded Internationd Law Enforcement Academy
(ILEA) in Budapest.

The current Hungarian Government has boosted defense spending by 20 percent and is following through
on its plan to free more resources for modernization by reducing military personnel, closing redundant
bases, and restructuring military forces.  In awe come move, the Hungarian Parliament recently amended
the Condtitution to facilitate the deployment of troops to NATO missions without the requirement of atwo-
thirdsvote in Parliament. FY 2005 Foreign Military Financing (FMF) and Internationa Military Education
and Training (IMET) assistance will be used to improve Hungary's interoperability with NATO and support
Hungary’s program of force modernization, including fulfillment of severd key NATO force gods, aswell
asincrease its support cgpability in deploying or receiving forces. FY 2005 FMF fundswill continue to
support Hungary’ sidentified military transformation priorities: moving from a mechanized to alight
ground force; training anew contract force as conscription ends; establishing a specia forces capability; and
NATO interoperability. Purchase of defense articles and services will target improvementsin the aress of
command, control, communications, and computers; Nuclear, Biologicd and Chemica (NBC) defense
capabilities, specid forces capabilities, non-commissioned officer (NCO) development; smulation program
upgrades,; and continued assistance in defense reform and resource management. Planned projects include
the following:

Continued improvement of night-vision capability and ground navigationa equipment alowing for
rapid improvement in NATO interoperability, tactical capabilities, and combat effectiveness,

Ingtdlation of command, control and communications equipment and afield-cgpable computer system
s0 that Hungarian forces will be cgpable of communicating among themsaves and with NATO and
other Partnership for Peaceforces,

Improving capabilitiesin the area of NBC operations and conducting combat training through the
Multiple Integrated Laser Enhancement System (MILES) Program, which providesredlidtic training
for soldiers,

Ass in the development of Hungary’s new contract force and a Specid Forces capability; and
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U.S. contactor-assisted efforts in force modernization/restructuring and personne and logistics systems
development.

IMET funds have complemented our use of FMF and supported the larger god's of NATO integration and
defense reform by providing much needed exposure to American doctrine, tactics, and leadership for
Hungarian officers and NCOs.

Since Hungary has made significant progress toward establishing an effective export control system, there
isno separate Nonproliferation, Antiterrorism, Demining, and Related Programs (NADR) Export Control
and Related Border Security Assstance (EXBS) line-item for Hungary in FY 2005. Hungary has
maintained a strong nonproliferation record over the last severd years, implementing stringent legal
controls on exports of dual-use equipment and arms. EXBS regiond funds will continue to be used to
support Hungary’ s participation in regiond export control events, and aregionaly based EXBS Advisor
will cooperate with Hungarian officias on an ad hoc basis

Hungary will continue to be digible in FY 2005 for Excess Defense Articles (EDA) on agrant basis under

Section 516 of the Foreign Assstance Act. The transfer of EDA will assst Hungary in meeting its defense
requirements, and furthering its interoperability.
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Irdland
($ in thousands)

FY 2003 Actud FY 2004 Edimate  FY 2005 Request

ESF 28,298 21,870 12,000

A permanent political settlement in Northern Ireland remains a priority foreign policy god of the United
Sates. The United States seeks to assure the full implementation of the Good Friday Agreement, which
provides a framework for lasting peace and reconciliation in the region.

Economic Support Funds (ESF) support two programs which contribute to the peace process. the
Internationa Fund for Irdland (IF1) and the Irish Peace Process Cultura and Training Program of 1998 (the
Wadsh VisaProgram).

The IF was established in 1986 by the British and Irish governments to promote economic and socid
advancement and encourage contact, dialogue and reconciliation between nationdists and unionists
throughout Irdland and Northern Irdland. The U.S. contribution of $8.5 million in FY 2005 will foster
Ccross-community interaction, economic regeneration, and job opportunitiesin Northern Irdland and the
border counties of Irdand. The European Union, Canada, Audtrdia, and New Zedand have aso
contributed to the Fund, dthough neither Australianor New Zedland is an active donor.

Reconciliaion projects and economic devel opment will be supported in FY 2005. Disbursements from the
Fund are made in support of equality of opportunity and nondiscrimination in employment, addressing
needsin both Catholic and Protestant communities and encouraging crosscommunity cooperation. From
1986 through the end of FY 2003, the fund has underwritten nearly 5,000 projects in the areas of urban
development, education, tourism, community infrastructure, and assistance to smal businesses, in addition
to efforts to bring about greater crosscommunity contact and reconciliation.

ESF funding of $3.5 million isrequested for the Wash Visa Program, which is so dedicated to support
economic regeneration and peace and reconciliation in Ireland and Northern Irdland. The October 1998 law
edtablishing this program was designed for young residents of Northern Irdland and the border counties of
Irdland, to enable them to develop job skills and conflict resolution abilities. Those meeting the program
criteriaare digible for non-immigrant visas enabling them to work for up to three yearsin the United States
to gain job experience and work skills.

Thefirgt group under the Wash Program entered the United Statesin March 2000 and the last group

arrived in September 2003.  FY 2005 funding provides continued support and monitoring for Walsh
participants until their return home.
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Kazakhstan

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
FMF 2,900 2,980 6,000
FSA 43416 33,342 28,000
IMET 872 1,200 1,000
NADR-EXBS 1,900 2,000 2,000
NADR-SALW - - 500
Peace Corps 2,208 2,052 2,724

The United States seeks to promote Kazakhstan' s development as a stable, independent, democratic,
market-oriented and prosperous stete that has good relaions with its neighbors and strong links to the West.
Kazakhgtan has vast hydrocarbon reserves and isthe largest Central Asian state, sharing borderswith
Russiaand China. In support of Operation Enduring Freedom, Kazakhstan provided the United States with
overflight permission and has offered basing privileges. Kazakhstan has supported Operation Iragi
Freedom, contributing soldiers to the Codlition force.

Key U.S. interests in Kazakhstan include the following: (1) building on the Kazakhstani Government’s
commitments to the Globa War on Terrorism; (2) building on non-proliferation programs that have
achieved impressive successes, including the U.S. Defense Department's Cooperative Threat Reduction
(CTR) Program; (3) promoting democratic governance, open markets, afavorable investment climate for
U.S. firms, and integration of Kazakhstan into the world trading system, and (4) supporting effortsto
enhance Kazakhstan' s capabiilities to counter the transport of illicit drugs produced in Afghanistan.

FY 2005 FREEDOM Support Act (FSA) funds will continue to provide support for smal and medium-
Szed enterprises (SMES), improved management of critical natural resources, improving primary hedth
care, fighting infectious diseases, and strengthening civil society and citizen participation in political
processes. |n addition, FSA -funded programs will continue to support nonproliferation cooperation and
improvements in law enforcement and counter-narcotics capabilities.

An important eement of FSA -funded U.S. economic reform assstance is the U.S. -K azakhstan Business
Deve opment Partnership, aso known asthe “Houston Initiative,” which includes technica assstance,
training, smal-businessloans, and equity investments amed at removing barriers to investment, increasing
business opportunities for Kazakhstani and U.S. investors and helping to diversify the economy and build a
middle classin Kazakhstan. The Quality Primary Hedlth Care program isimplementing systemic changes
to creste a higher quality, user-friendly, more cost-effective primary hedlthcare system in select regions.
The natura resources management program is increasing access to information, knowledge, and kills
needed to better manage water and energy resources.

During the course of the coming year, the Adminigtration will develop a phase-down plan for FSA -funded
assgance to Kazakhstan, which will include a plan for cost-sharing with the Government of Kazakhstan.
Asthe flow of revenue from Caspian ail increases over the next few years, the Government of Kazakhstan
should be expected to share the cost of technica assstance and training in abroad range of arees.

Digparities in income between socio-economic groups and between oil and non-oil producing regions

continue to grow in Kazakhgtan. Private-sector development programs are crucid to our effortsto help
diversify the country’ s sources of economic growth, and will continuein FY 2005.
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Kazakhgtan' s progress on democratic reform continues to be uneven. The conduct of the parliamentary
election in 2004 will be an important test of the Kazakhstani Government’ s commitment to democracy. In
the face of these chdlenges, FSA-funded democracy assistance programs are designed to: (1) help maintain
citizen participation through support for political processes and ingtitutions that provide a counterbaance to
executive power, (2) strengthen grassroots civic organizetions and (3) develop more effective, responsve,
and accountable loca government.

The United States will continue to provide funding for broadcast and print media assistance in Kazakhstan.
Programs will help independent Kazakhstani broadcast media to meet their country's broadcast and
production laws and thereby decrease their chances of legal chalengesto their operation. The United States
will dso support loca human rights defenders, government plans for judicia reform, and activitiesto
promote free and fair eections. Theloca government project will continue to work to promote citizen
participation and improve loca governments responsiveness to citizens, this program has been successful
in addressing difficulties with the privatization of housing. USAID will also continue its work to strengthen
non-governmenta organizations (NGOs) by providing training, assistance and small grants.

With the dissolution of the Soviet Union, Kazakhstan became a de facto nuclear wegpons state. Following
itsindependence, Kazakhstan began to work cooperatively with the United States and othersto dismantle
Soviet-eranuclear, biologica and chemica weapons infrastructure and redirect related expertise. U.S.
nonproliferation assstance programs address these potentid sources of proliferation. FY 2005 FSA and
Nonproliferation, Anti-terrorism, Demining, and Related Programs (NADR) Export Control and Related
Border Security Assstance (EXBS) fundswill continue to help prevent, deter, detect, investigate and
interdict thrests of proliferation; ensure the security of nuclear materids; redirect former Soviet weapons
expertise to peaceful projects, and enhance Kazakhstan's capabilities and infrastructure to control exports
and secureitsborders. In FY 2005, a high priority for NADR- and FSA-funded assistance will be the
development of Kazakhstan's maritime border security capabilities. The United States will sponsor joint
regiond training programs on border searches, wegpons of mass destruction (WMD) and immigration
procedures; counter-proliferation avareness courses, and internationa border interdiction training for
border security officids. 1t will dso provide equipment and training that will enable Kazakhstan's border
authorities to protect Caspian energy infrastructure and key energy transport routes.

After the breskup of the Soviet Union, Kazakhstan was left with an enormous arsend of small arms/light
wegpons (SALW) and associated ammunition. Throughthe North Atlantic Treaty Organization (NATO)
Partnership for Peace (PfP), Kazakhstan has requested assistance with the destruction of excess SA/LW and
associated ammunition stocks, which are far in excess of its defense needs and at risk of legking into the
illicit market. NADR SA/LW funding will be used for this purpose.

The BN-350 breeder reactor in Aktau, Kazakhstan isin standby condition. Using Defense Nuclear
Nonproliferation (NN) and FSA funds, the U.S. Department of Energy (DOE) isleading U.S. Government
efforts to continue cooperation with Kazakhstan on the long-term secure storage of spent fuel from the BN-
350 reector at Aktau.

Kazakhgtan's law enforcement agencies are poorly equipped and in need of reform and improvementsin
their capabilities. Kazakhstan's lengthy borders are inadequately monitored. Legidation criminaizing the
financing of terrorism has yet to be adopted, previoudy enacted legidation criminaizing money laundering
needs improvement, and there is no centra financid intelligence unit to track suspicious financid
transactions. The United States is supporting anew project to improve border controls on the southern
Kazakhgtani border, modernize statistics collection, train financid investigators in money laundering related
to narcatics trafficking, and begin assistance and training to selected border guard and police units on the
northern and southern Kazakhstani borders focused on intercepting narcotics.
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FY 2005 funding will support expanded projects to fight money laundering and terrorist financing,
continued efforts to address trafficking in persons and support reformsin the judicia sector and law
enforcement agencies, and expand border security efforts amed at narcotics trafficking and other organized
criminal activities. FY 2005 funding will dso support efforts to encourage modernization of Kazakhgtan's
law enforcement agencies and improved respect for the rights of suspects and prisoners and will support
greater bilateral cooperation between Kazakhstani law enforcement agenciesand the U.S. Drug
Enforcement Adminigtration and other U.S. law enforcement agencies.

NADR Anti-terrorism Assistance (ATA) Program regiond fundswill continue to provide training to
Kazakhgani law enforcement and security dementsengaged in the prevention of terrorism.

FY 2005 Foreign Military Financing (FMF) will continue to enhance Kazakhstan' s capability to combat
terrorism in the region through security enhancements and counterterrorism support. FMF will continue to
provide ass stance to the Peacekeeping Battalion and help support development of arapid reaction brigade
near the Caspian ail fidld in Atyrau. This brigade will enhance Kazakhstan's capabiility to respond to mgjor
terrorigt threets to oil platforms or borders, while dso enhancing itsinteroperability with NATO, U.S,, and
Cadlition forces. FMF fundswill support the purchase of interoperable communi cations equipment, basic
individua soldier equipment, vehicles, and power generator systems.

FY 2005 International Military Education and Training (IMET) funds will help facilitate greater
professonalism and reform of the armed forces. English language training will continue to foster
cooperation and interoperability, especialy with regard to the Kazakhstan Peacekeeping Battaion and rapid
reaction brigade. IMET isthe vehicle through which the United States will continue to expand its security
relationship with Kazakhstan through military integration and promotion of interoperability.

In FY 2005, Kazaekhstan will be digible to receive Excess Defense Articles (EDA) on agrant basis under

Section 516 of the Foreign Assistance Act. Provision of EDA will help Kazakhstan meet its defense
requirements and further its NATO interoperability.
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Kosovo

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
PKO - 9,444 -
SEED 85,000 78534 72,000

Since the end of the conflict in 1999, the United States has actively promoted political and economic
gability in Kosovo. In linewith United Nations Security Council Resolution (UNSCR) 1244, the United
States continues to support the United Nations Interim Adminigration Mission in Kosovo (UNMIK) while
encouraging it to transfer additiond responghilities to the Provisond Inditutions for SAf-Government
(PISG) in accordance with the Condtitutional Framework and UNSCR 1244. U.S. assstance is designed to
help UNMIK and the PISG make progress toward attaining eight fundamental standards key to Kosovo's
multi-ethnic democratic development. These standards include the development of functioning democretic
indtitutions, rule of law, freedom of movement, return and reintegration of refugees and displaced persons, a
mearket economy, property rights, direct diadogue with Belgrade and professionaization of the Kosovo
Protection Corps (KPC).

FY 2005 Support for East European Democracy (SEED) funds will continue to support programs thet
srengthen democratic indtitutions, the rule of law, good governance and human rights, as well asthe
development of a market economy integrated with the region and the rest of Europe. SEED-funded
programs seek to solidify stability and democracy within Kosovo in order to hasten the day when the North
Atlantic Treaty Organization (NATO)-led Kosovo Force, which includes approximaigy 2,200 U.S. troops,
can withdraw. Given the importance of law enforcement and administration of jugtice, the United States
will continue to support the UNMIK Internationa Police Force and to train and equip the Kosovo Police
Searvice (KPS), which isincreasingly taking on expanded investigative processes including against
organized crime.

Ingtitution-building and democracy programs will remain important components of SEED funding in FY
2005. U.S. support will continue to boost the competency of the PISG and municipal-level governments
through training, advisory services and materid donations. Support will aso be provided to include
independent media, professionds, youth and civic leaders, as well as other humanrights activities,
including the identification of missing persons. U.S. assstance will aso support the return and reintegration
processin Kosovo. Kaosovo's economic recovery is another fundamentd objective of U.S. assstance,
through the provision of technical ass stance and advisory servicesin key economic functions such as
budgeting and finance, commercid law and private enterprise development both at central and grassroots
levd. USAID's programs support the growth of smdl and medium enterprise (SME) deve opment and
agribusinesssupport, aong with community and non-governmental organization (NGO) devel opment,
which round out the U.S. contribution to Kosovo's economic recovery.

FY 2005 OSCE Regionad Peacekeeping Operations (PKO) assistance will fund asmall portion of the U.S.
share of the OSCE's field misson in Kosovo (OMIK), with the gods of containing and reducing instability
and asssting with post-conflict rehabilitation. In Kosovo, OMIK isanintegra part of UNMIK's Rillar 111
(Democratization and Indtitution-Building) and is charged with oversight of activities such as human
resource cgpacity building, induding the training of the Kosovo Police Service; democratization and
governance, including the development of civil society, NGOs, paliticd parties and the loca media;
organization and supervison of eections, and monitoring, protection and promotion of human rights.
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Latvia

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
FMF 6,500 6,610 5,000
FMF-SUP 2,750 - -
IMET 1,001 1,200 1,200
NADR-EXBS 1,150 1,825 1,000

The Bdltic sates of Estonia, Latviaand Lithuaniaare important to the long-term stability of Northern
Europe. With Latvia s expected entrance into the North Atlantic Treaty Organization (NATO) and the
European Union (EV) in thefirg haf of 2004, its progpects for the future are promising. The United States
has maintained a significant assstance relaionship with Latvia ever Snce it regained its independence from
the Soviet Union. However, now that Latvia has graduated from Support for East European Democracy
Act (SEED) assstance future U.S. support will concentrate on the military and security arees. U.S. gods
for Latviaremain the following: Latvidsfull integration into Euro-Atlantic indtitutions, good reationswith
nearby countries, including Russia, and strengthened cooperation among the Nordic and Baltic countries.
Laviaisinterested in sharing its experience in political and economic reform with other former Soviet
states, an effort that the U.S. fully supports. InFY 2005, U.S. defense and miilitary assistance programs will
provide materia aid and training, complement dlied and partner-state support for Latviaby participeting in
multilateral projects, and strengthen the professionadism of the country’ s defense establishment. Latviahas
proven itsdlf to be ardiable partner for the United Statesin the war on terrorism and on other high-priority
foreign policy issues.

Latvia s military has had to start from dmost nothing since the country regained itsindependence. In little
more than a decade, it has become aterritoria defense force with a cgpability to take part in internationa
operations. Progress by the Latvian Government in developing this force and procuring significant new
defense materiel has been dowed by the limited availability of nationad funding. However, the government
is committed to annua alocations for defense spending at two percent of gross domestic product through
2008. The chief gods of the Latvian military are to enharce military professondism and NATO
interoperability. At the sametime, essentid sdlary reforms and quality-of -life projects, such asimproved
housing, that are necessary for building a professiond force have been high priorities and will continue to
consume alarge part of the initia budget incresses.

The Foreign Military Financing (FMF) Program is a critica factor in Latvia s efforts to make its military
more interoperable for participation in NATO, Partnership for Peace (PfP), and NATO-associated
operations, including peacekeegping, peace enforcement, and humanitarian assstance. In FY 2005, FMF is
expected to promote high-priority goas, such as support for the Regiond Air Surveillance Coordination
Center (RASCC)/Air Support Operations Center (ASOC); the provision of logigtica training and support
for the Baltic Naval/Demining Squadron (BALTRON), which tekes part regularly in multinational
activities to remove World War |1 and Cold War-era sea mines and unexploded ordnance; the enhancement
of NATO-compatible communications infrastructure; support for and trangportation of U.S. Excess Defense
Articles (EDA); continued development of the nationd training center and atraining system for officers,
non-commissioned officers (NCOs), and conscripts, and English language training.

The Internationa Military Education and Training (IMET) Program aso support Latvia sreform efforts. In

FY 2005, IMET will continue to further Latvian efforts to develop a professond, well-educated cadre of
military officersand civilian defense officids that strengthens support for democratic values, civilian
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control of the military, and the adoption of doctrines, procedures, and training techniques that are consistent
with those of Western democracies.

In FY 2005, Latviawill be digible to receive grant EDA under section 516 of the Foreign Assistance Act.
Articles trandferred to Latvia under EDA will help it in meeting its defense requirements and furthering its
NATO interoperability.

Aspart of U.S. efforts to prevent the proliferation of weapons of mass destruction, their ddivery systems,
related technologies, and other wegpons, Nonproliferation, Anti-Terrorism, Demining, and Related
Programs (NADR) Export Control and Related Border Security (EXBS) assistarce funds will support a
cooperdtive program to help establish fully effective export controlsin Latvia Since Latvia has made
ggnificant progressin establishing an effective export control system, FY 2005 will be the find year of new
NADR funding. InFY 2005, NADR funding will focus primarily on providing sophisticated equipment to
enhance the security of Latvid s borders.
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Kyrgyz Republic

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
FMF 3,900 4,075 3,000
FSA 37,878 35,938 33,000
IMET 1,068 1,200 1,100
NADR-EXBS 2,000 500 500
Peace Corps 1,470 1,496 1,940

The United States seeks to help the Kyrgyz Republic become a democracy thet is based on the rule of law
and civil society, functions on free-market economic principles, is at peace with its neighbors, isintegrated
into the world economy, and has the cgpability to provide for the wefare of its citizens. The Kyrgyz
Republic is providing crucid support for Codlition forcesin support of Operation Enduring Freedom,
Operation Iragi Freedom, and the Globa War on Terror, most notably in hosting the Ganci Codlition
airbase.

U.S. assistance to the Kyrgyz Republic seeks to enhance its sovereignty and territorid integrity, increase
democrdtic participation and civil society, support economic reform and devel opment, improve its ability to
protect human rights, help prevent weapons proliferation, and more effectively combat transnationd
terrorism and transnationa crimina activities including drug trafficking, and trafficking in persons.

In FY 2005, the United States plans to continue economic and technica assistance for smal and medium-
Sized enterprise development, civil society strengthening, and hedlth reform.  Efforts to improve the
capatiilities of Kyrgyz law enf orcement agencies to intercept mgjor narcotics smuggling out of nearby
Afghanistan and to combat other forms of organized crime will be expanded. A range of security-related
assistance programs for the Kyrgyz Republic will be funded through the FREEDOM Support Act (FSA),
Nonproliferation, Anti-Terrorism, Demining, and Related Programs (NADR), Foreign Military Financing
(FMF) and Internationd Military Education and Training (IMET) accounts.

FSA-funded economic assistance hel ps the Kyrgyz Republic's private sector create free and viable markets
where microenterprises and private smal and medium-sized enterprises (SVIES) can thrive. FSA -funded
programs have helped the Kyrgyz Republic make progress in tax reform and government budget processes.
Credit financing supports micro and SME development. FSA programs have dso helped the Kyrgyz
Republic become a regiond |eader in hedth reform.

While the Kyrgyz Republic has been aleader within Centrd Asain developing democratic inditutions,
2003 saw passage of condtitutional amendments that were drafted without civil society participation. Ona
postive note, 2003 marked the opening of a U.S. Government-funded independent printing press, which
will contribute to the freedom of expression and sustainability of print mediain the Kyrgyz Republic.
Another positive development in 2003 was passage of anew law that devolves increased financid
autonomy to local governments. In comparison with its neighbors, the Kyrgyz Republic Htill has the most
dynamic civil society in the region.

Presidentia eections scheduled for 2005 present an historic opportunity for the Kyrgyz Republicto bea
mode for peaceful, democrdtic transfer of executive power in the region. FSA-funded democracy
assistance will continue to support civil society and independent media, with afocus on ensuring free and
fair parliamentary and presidentid eectionsin 2005. Programsto work with loca governments and
citizens to strengthen the accountability of government will continue. U.S. assistance to promote education
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reform, with programs focusing on civic education, basic education, and the continued devel opment of the
American Universty of Centrd Ada (formerly the American University of Kyrgyzstan), will aso continue.

The FSA and NADR accountswill continue to fund peaceful scientific activities by former wespons
scientists. Among other scientific activities, the FSA account supports the International Geodynamics
Research Center (IGRC), which monitors the region’s seismic activity and thus provides non-proliferation
experts with information on man-made seismic activity in Ching, the Middle East and parts of South Asa
Through the Export Control and Related Border Security Assistance (EXBS) program funded under the
FSA and NADR accounts, the United States will continue to work with the Kyrgyz Republic to enhance dl
aspects of its export control system to prevent, deter, detect, investigate and interdict wegpons proliferation,
with afocus on inditutionaizing effective ingpection and detection training for border control personned.
The United States will aso continue to provide support to enhance border security capabilities through the
EXBSAviation/Interdiction Project. NADR Anti-terrorism Assistance (ATA) Program regiond fundswill
continue to provide counterterrorism training to Kyrgyz law enforcement and other security personnel to
bolster its ability to maintain security at home and to participate in the Globd War on Terror.

The Kyrgyz Republicisamagor trangt country for illegal narcotics produced in nearby Afghanistan and
bound for Russiaand Western Europe. The revenues from such drug smuggling are strongly believed to be
asource of financing for terrorigt entities. A substantial amount of U.S. law enforcement assistance to the
Kyrgyz Republic will therefore be aimed at improving the interdiction and enforcement infrastructure and
training of counter-narcotics units.

FY 2005 FSA funds will further expand law enforcement assstance programs to address the rapdly
growing narcotics smuggling out of Afghanistan and the very poor state of Kyrgyz law enforcement
equipment, training and practices. FY 2005 funding will provide support for the operations of the new
Kyrgyz Drug Control Agency, which will be staffed by vetted Kyrgyz personne. Assistance will dso be
provided for further law enforcement agency reforms, including reforms to ensure proper treatment of
suspects, for continued development of the judicid sector; for expanded border control improvements;, for
work with Kyrgyz prosecutors, and for improvementsin the Kyrgyz government’ s ability to detect and halt
money laundering and terrorigt financing.

Foreign Military Financing (FMF) will be devoted to arange of projects amed &t reinforcing the Kyrgyz
Republic’' s cgpability to combet terrorist insurgents moving through the region, establishing greeter internd
security, and promoting regiond stability. FIMF will sustain the professiondization of the armed forces of
the Kyrgyz Republic and will promote interoperability. FMF will purchase vehicles and individua soldier
equipment for troops and rapid reaction forces located in the border regions with Tgjikistan and Uzbekigtan.
FMF will dso support Command, Control and Communications nodes for tactica and sate-leve

capabilities.

Internationa Military Education and Training (IMET) fundswill help facilitate grester professonaism and
reform of the armed forces and provide English language training. Specia forces and English language
training for border defense will combat the continuing threet of terrorists and insurgents in the Kyrgyz
Republic and across the region and promote interoperability.

The Kyrgyz Republic will continue to be dligible to receive Excess Defense Articles (EDA) in FY 2005 an
agrant bass under Section 516 of the Foreign Assstance Act. Transfer of EDA will assist the Kyrgyz
Republic to meet its defense requirements and further its NATO interoperability.

As one of the poorest countries in the former Soviet Union, the Kyr gyz Republic continues to need

humanitarian assstance for its most vulnerable citizens. FSA-funded humanitarian assstance will fund the
delivery of targeted assstance, including medicines, medica supplies, food and clothing.
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Lithuania

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
FMF 6,500 6,950 5,500
FMF-SUP 4,000 - -
IMET 1,087 1,200 1,200
NADR-EXBS 820 1,020 1,000

The Bdltic sates of Estonia, Latviaand Lithuaniaare important to the long-term stability of Northern
Europe. Lithuania has promising prospects for the future, especidly in light of its anticipated entrance into
the North Atlantic treety Organization (NATO) and the European Union (EU) in thefirg haf of 2004. The
United States has maintained a Sgnificant assstance relationship with Lithuaniaever sinceit regained its
independence from the Soviet Union. However, now that Lithuania has graduated from Support for East
European Democracy Act (SEED) assstance future U.S. support will focus on the military and security
fields. Lithuania has proven itsdlf to be ardigble partner of the United Statesin the war on terrorism and in
other high-priority foreign policy areas. U.S. godsfor Lithuania continue to include Lithuanias full
integration into Euro-Atlantic ingtitutions, good relations with nearby countries, including Russia, and
strengthened cooperation among the Nordic and Bdtic countries. Lithuaniaisdso interested in sharing its
experience in political and economic reform with other former Soviet sates, an effort that the U.S. fully
supports. The United States is supporting the Lithuanian military's ability to interact effectively with
NATO and to contribute to stability and didogue in the region.

Given its impending membership in NATO, Lithuaniais on the verge of achieving full integration into
Western security structures. However, since the country regained independence, its military has had to
build itsdlf up from amost nothing —adaunting task. Lithuaniais committed to maintaining defense
spending at two percent of gross domestic product and is seeking to prioritize its military spending, both for
its own defense needs and for its contributions to European security overal. The Internationd Military
Education and Training (IMET) Program will continue to strengthen and modernize Lithuania s defense
establishment through education and training for military officers and Defense Minigtry civilians. The god
isto develop awell-educated, professonal cadre that enhances support for democratic vaues, civilian
control of the military, and the adoption of procedures, doctrines, and training techniques that are cons stent
with those of Western democracies.

Foreign Military Financing (FMF) provides essentid support to the Lithuanian military's efforts to become
more interoperable for participation in NATO, Partnership for Peace (PfP), and NATO-associated
operations, including peacekegping and peace enforcement, as well as humanitarian assstance. FMF hdlps
ensure that Lithuaniais ready for its participation in the Polish-Lithuanian Battaion (LITPOLBAT) and
that its contingent of the Bdltic Peacekeeping Battdion (BALTBAT) remains cgpable of full participation in
peacekeeping and peace enforcement. FMF will aso be usad for continued support of the Regiond
Airspace Initiative by asssting with radar and |dentification Friend or Foe (IFF) system upgrades to provide
better help for codition operations and host-country support through needed linkages. Funds will aso be
used to strengthen the capabilities of Lithuania s High Readiness Brigade.

In FY 2005, Lithuaniawill be digible to receive grant Excess Defense Articles (EDA) under section 516 of
the Foreign Assstance Act. Materid transferred as EDA will hep Lithuaniato meet its defense
requirements, indtitute defense reforms, and further its defense and NATO interoperability. The provison
of EDA dso will contribute to Lithuanian maritime sovereignty and facilitate the country’ s ongoing
contribution to European security and environmenta amelioration through Baltic Nava/Demining

377



Squadron (BALTRON) operations to remove World War 11 and Cold War-era sea mines and unexploded
ordnance.

As part of its efforts to prevent the proliferation of wegpons of mass destruction, their delivery systems,
related technologies, and other wegpons, the U.S. is providing Nonproliferation, Anti-terrorism, Demining,
and Related Programs (NADR) Export Control and Related Border Security (EXBS) assstance funds for a
cooperdive program to help etablish fully effective export contralsin Lithuania. In FY 2005, NADR-
EXBS funding will focus primarily on providing sophisticated equipment to enhance border security.
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M acedonia

($ in thousands)
Account FY 2003 Actud FY 2004 Edimae  FY 2005 Request
FMF 10,900 7,950 6,500
FMF-SUP 1,000 - -
IMET 676 700 650
NADR-EXBS 300 300 400
Peace Corps 1,393 1473 1,852
SEED 50,000 38,770 34,000

U.S. interests in Macedonia include consolidating peace and sability gainsin the wake of the 2001
insurgency and encouraging accel erated progress on democratic, economic, and military reformson
Macedonids path to full membership in Eurc-Atlantic inditutions. Regionaly, Macedonia could be a
vauable mode of asuccessful multi-ethnic democracy with congtructive rdations with its neighbors and
strong, stable paliticd inditutions. Macedonia played akey supportiveroleto U.S. and Allied efforts
during the Kosovo crisis and remains the main conduit for assistance and logigtics for internationa forces
and the United Nations adminigtration in Kosovo. The United States has an enduring stake in reinforcing
Macedoniaagaing internd and externd threats to its Sability, while supporting itsinternd political and
economic trangtion and facilitating itsintegration into the Euro-Atlantic maingtream. The armed ethnic
Albanian insurgency that emerged in northwestern Macedoniain early 2001 posed an extremely serious
threat to both Macedonian and regiond stability. By working to strengthen its multi-ethnic, democratic
indtitutions through implementation of the 2001 Framework Agreement that ended the insurgency,
Macedoniais making an invauable contribution to regiona stability. It isaso contributing to the globa
war againg terrorism with troop contributions in Irag and Afghanistan.

Thegods of U.S. assstance to Macedonia are to degpen inter-ethnic reconciliation and cooperation,
promote economic reform, and strengthen democratic ingdtitutions and security. The U.S. strategy includes
both short- and longer-term efforts to advance politica and security gains, to improve the environment for
investment and sustained economic growth, strengthen multi-ethnic democratic ingtitutions and cooperation
in the context of the Framework Agreement, and support Macedonia s North Atlantic Treaty Organization
(NATO) Membership Action Plan (MAP).

In FY 2005, Support for East European Democracy (SEED) assistance programsin Macedoniawill
advance economic reforms, democracy-building and decentrdization, while broadening the scope of
ongoing activities that promote inter-ethnic relations and address minority concernsin the spirit of the
Framework Agreement, such as programsto assist Macedonian governmentd ingtitutions in ensuring non-
discrimination and equitable representation. Programs will strengthen the effectiveness and representative
neture of state inditutions, including the police, through training police officersin the tenets of community
policing to creste a more congtructive and cooperative environment for police operations. Other programs
will gimulate loca private sector economic development and help the government to develop a progressive
legd framework that will foster job crestion and growth. Emphasiswill be placed on underdevel oped
aress, including predominantly minority areas most affected by the 2001 insurgency.

SEED funds will finance assistance in enterprise development, lega, accounting, and judicia reform,
privatization and labor redeployment, and financid sector reform. SEED-funded programs are helping
Macedoniato improve itsinvestment climate, economic capacity, and adherence to internationa standards.
The U.S. grategy includes programs to reduce the negetive impacts of democratic and market trangition on
al ethnic groups, with emphasis on those who have yet to benefit from the market trangition or are
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disenfranchised, dienated, or palitically under-represented. These programswill reduce support for
extremism within these groups and will strengthen Macedonias democratic, economic, and civil inditutions
through such initiatives as Democracy Commission grantsto NGOs.

FY 2005 OSCE Regiond Peacekesping Operations (PKO) fundswill fund asmal portion of the U.S. share
of the OSCE'sfield mission in Macedonia, with the goals d containing and reducing ingability in the
country and assisting with post-conflict rehabilitation.

The armed insurgency in early 2001 fully engaged the M acedonian government's security forces, delaying
and necessitating reassessment of military reorganization and training programs. In FY 2005, the
Macedonian military is expected to continue to avail itself of opportunities for training and equipment
acquisition, in order to strengthen its ability to counter internd and cross-border extremist threets.

Foreign Military Financing (FMF) and International Military Education and Training (IMET) have
supported defense reorganization and training, consistent with the U.S, and NATO goas of restructuring
and modernizing the cgpabilities of the Macedonian military. FMF supports building the capabilities of the
armed forces according to the parameters of the MAP. FY 2005 FMF funds will continue to improve the
armed forces operationa capacity to enable participation in regiond and internationa stabilization and
peacekeaping efforts. Upgrading the military’s Tacticd Communication Systems will improve Command
and Control and interoperability.

FMF will continue to advance reform and modernization of the armed forces by supporting Macedonid' s
MAP gods of NATO membership, further development of aNATO interoperable force structure for out-

of -country operations, and improved civilian control of the armed forces. Funding will be used to provide
training and equipment for maintaining communications equipment, command vehicles, and Smilar
equipment. Funding will provide spare parts, maintenance and operator training and tools. Improvement of
interoperability and deployability through building English language capecities will continue. In FY 2005,
IMET funds will be used for professona military education and exchanges, aswell as English language
training.

The Macedonian military faces sgnificant reorganization and modernization chalenges in pursuit of
affordable force structures that adhere to aWestern, NATO-compatible modd and are based on aredigtic
threat assessment. While some, abeit dow and inconsistent, progress in the required transformeation was
mede prior to the insurgency, ground was logt during 2001 when existing MAP-oriented restructuring plans
were sheved. Macedonia committed itsdlf to getting MAP reforms back on track and completed a bilatera
Defense Assessment in 2002. It has made efforts to improve not only the qudity of its non-commissioned
officer (NCO) corps aswell asits senior leadership. Under IMET -funded programs, Macedonian Ministry
of Defense civilians, senior military officers, and NCOs are receiving key training. Macedonia continuesto
use its cooperative rdations with the NATO/KFOR presence in Kosovo as an opportunity to familiarize
officerswith NATO procedures, and it has actively sought joint training opportunities with tacticadl NATO
units in Macedonia.

In FY 2005, Macedoniawill be digibleto receive grant Excess Defense Articles (EDA) under Section 516
of the Foreign Assstance Act. Thetransfer of EDA will assst Macedoniain meeting short-term defense
needs, capability enhancements through continued defense reform, and further interoperability
improvements.

As part of its efforts to prevent the proliferation of wegpons of mass destruction, their ddivery systems,
related technologies, and other weapons, the United States is providing Nonproliferation, Anti- Terrorism,
Demining, and Related Programs (NADR) funds under the Export Control and Related Border Security
(EXBS) Assistance Program to help the government put in place afully effective export control and
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enforcement regime. Thisfunding will provide training and inspection/detection equipment to strengthen
export control laws, regulations and enforcement, in order to bring Macedonia s control of sendtive items
in line with internationa nonproliferation norms.
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Malta

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
FMF 5,000 990 -
IMET 292 250 125
NADR-EXBS 480 100 100

Many in theinternational community, including European Union (EU) member and accession Sates,
consder Mdtato be akey forward boundary that bridges Europe, North Africa, and the Middle East. One
third of dl international maritime traffic passes through or by Mdta. The United States supports Mdta s
integration into the EuroAtlantic mainstream. U.S. nationd interests include extending our presencein
Madltato check Libyan influence internationdly, particularly its development of a wegpons of mass
destruction (WMD) program. In addition, Madtais an active partner with the United States in combating
counter terrorism and WMD proliferation. By virtue of its close cooperation with the United Stateson a
wide range of security-related activities, Mata serves as a proxy nation in promoting regiond security and
Sability.

Madtaso far has not sgned an agreement under Article 98 of the American Service-Members Protection
Act and is currently not digible to receive Foreign Military Financing (FMF) funds, Internationa Military
Education and Training (IMET) funds and Excess Defense Articles (EDA) under Section 516 of the
Foreign Assstance Act. Because IMET funds have helped Mdta strengthen its counterterrorism efforts,
standardize its officer corps, and enhanceits WMD response capability, we are requesting funding in FY
2005 should Madtas Article 98 status change.

As pat of its efforts to prevent the proliferation of wegpons of mass destruction, their ddivery systems,
related technologies, and ather wegpons, the United States will so provide Matawith Nonproliferation,
Anti-Terrorism, Demining, and Related Programs (NADR)-funded training and equipment in FY 2005.
NADR Export Control and Related Border Security (EXBS) Assstance will help Mdtaestablish fully
effective trans-shipment controls by strengthening its enforcement capabilities through training the
provison of equipment. Training will focus on targeting and identification of dua-use and WM D-related
commodities, aswdl as cargo vessd ingpection.  In previous years, NADR assistance helped to purchase a
patrol boat and a non-intrusive ingpection device: the mobile Vehicle and Cargo Inspection System
(VACIS). FY 2005 NADR funding will dso provide firg-responder equipment and training to help Mdta
respond to aWMD-rdated event.
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Moldova

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
FMF 1,000 990 800
FSA 30,242 21,898 17,500
IMET 988 1,000 900
NADR-EXBS 975 640 495
Peace Corps 1,996 2,168 2,795

Already the poorest country in Europe, Moldova s congtrained from developing its economy, sSnce many
of itsindustrid assets are under the control of the salf-proclaimed Transnistrian Sate. The secessonist
Transnigtrian region within Moldova remainsa greet obstacle aso to regiond security, and the United
States has anationd interest in seeing this conflict resolved in away that protects Moldova s sovereignty
and helps ensure gtability in aregion that includes the Bakans. The lack of border controls aong the
Transnigtria-Ukraine border o threatens the broader region asit provides opportunities for wegpons
proliferation, smuggling, transnationa crime and human trafficking. The United States aso has a nationd
interest in srengthening democracy and a free market economy in Moldova, which until recently had made
sgnificant reform advances.

In 2003, the Government of Moldova declared that integration into the European Union (EU) was the
country’s strategic priority, which potentidly can be apowerful motivator to reinvigorate reform. By
including Moldovain its New Neighbor Process, the EU has sgnaed awillingnessto increase its assistance
levelsto Moldova, if Moldova moves closer to the EU’ s democracy and market sandards.  Moldova has
been a strong supporter of the Globa War on Terror, Operation Enduring Freedom, and Operation Iragi
Freedom, granting the United States overflight rights and basing rights, aswell as sending atroop
contingent to support Codlition forces.

U.S. assgance to Moldova is designed to strengthen its territoria integrity and security; prevent the
proliferation of wegpons and related expertise; combat transnationa crime; support marketbased economic
reform; strengthen civil society and democracy; and avert humanitarian crises. In FY 2005, the United
States plansto continue arange of security-related programs to improve Moldova s military cgpabilities and
promote U.S. nonproliferation goas. In the area of law enforcement, the United States will seek to support
Moldovan efforts to combat narcatics, trafficking in persons, money laundering, and corruption by
providing training courses, equipment and legidative drafting support. The United States will continue to
support post-privatization programs in the agriculturd sector, aswell as the development of independent
regulatory bodies, the creation of jobsin rurd areas, and locd community empowerment. FREEDOM
Support Act (FSA) programs will dso promote Moldovas integration into the regiona political and
economic structures of Southeastern Europe and Moldova s participation in the GUUAM Group, a
Eurasian corridor regiona organization that includes Georgia, Ukraine, Uzbekistan, Azerbaijan and
Moldova

Until recently, Moldova generdly outpaced its former Soviet neighbors in terms of economic reform
efforts, democratic development and human rights observance, thereby providing a positive example for the
region. Following itsvictory in the spring 2001 parliamentary and presidentia e ections, the Communist
Party’ s rhetoric and actions had drawn into question its commitment to reform. However, the Moldovan
President's declaration in 2003 of his intention to lead Moldova towards EU integration, and the
Government’ s subsequent adoption of a strategic document outlining the steps forward may be asign thet
politica and economic reform may get back on track in Moldova



In the mid- and late-1990s, Moldova made considerable progress in reforming its agricultural sector, the
maingtay of the country’s economy. U.S. assstance programs helped in the privatization of over 95 percent
of the country’ s collective farms, and contributed to a bumper harvest in 2002, after a decade of decline.
Despite a poor harvest due to unusudly poor westher, in 2003 the Government resisted callsto intervenein
the agricultural market and has ingtead | et the market resolve the shortfal. Our highest priority for FSA-
funded assstance in FY 2005 will continue to be support for post-privatization activities in the agricultural
sector. Particular emphasis will be placed on assisting new landowners in developing viable associations
and cooperdative structures, building markets, accessing credit, and creating an efficient input supply and
processing system. FSA -fundedassstance will dso continue to contribute to growth and profitability of
amdl and medium-sized enterprises (SMEs) by facilitating their access to market business ills,
information, and finance and by supporting technologica advancements focused on the agricultural sector
and sling to export markets. FSA fundswill dso help promote foreign direct investment by leveraging
private investment with public funds through the U.S. Government-funded Western NIS Enterprise Fund
(WNISEF).

The United Staies will continue to provide targeted, FSA -funded humanitarian assistance including
pharmaceuticals, medica supplies, vaccine supplies, food and clothing for those most in need. In addition,
the United States will provide continued FSA-funded ass stance to support hedth care reform, including
hedlth partnerships, hospital assistance, and tuberculoss and women's hedth/family planning activities.

FSA-funded programs will promote accountability by local officias while empowering citizens and
community groups through integrated micro-lending and training programs to help bolster employment and
produce tangible improvements in living conditions. The United States will aso continue to support open
access to information and the non-governmenta sector. Thiswill strengthen civil society, local democracy,
and grassroots political activism, and will serve to democratize over time the essentialy oligarchic political
parties that make up Moldovas political system.

Organized crimein the Eurasan region presents a direct and growing threet to Moldovan prospects for
gability, and thusto the U.S. nationd security interestsin the stabilization and reform of the East European
region asawhole. Moldova has become a primary source of persons being trafficked to other European
datesfor illicit purposes. However, at thistime, Moldovan law enforcement agencies are ill-prepared to
ded with the problem. FY 2005 FSA -funded programs will provide training, technica assistance and
equipment to enhance Moldovan law enforcement agencies capabilitiesto investigate and prosecute
organized crimina activity aswell as cases of corruption, amgor corrosive force to Moldova s successful
economic reforms. FY 2005 funding will aso support the continuation of a project to raise avareness
among Moldovan citizens, media, and government and law enforcement officias of the problem of
trafficking in persons. FY 2005 funding will aso support the implementation of the new crimind code
enacted in 2002.

Funding from the Nonproliferation, Anti- Terrorism, Demining, and Related Programs (NADR) account
supports activities to prevent the proliferation of wegpons of mass destruction (WMD), conventiond arms
and related materids and technologiesin Moldova. The NADR-funded Export Control and Related Border
Security (EXBS) Assstance Program is designed to facilitate the continuing development of an effective
nationa export control and border security system to prevent weapons proliferation. The EXBS Program
will further assist Moldovain strengthening its export regulations, and licensing procedures and practices
with a particular emphasis on vetting and tracking end-users of nuclear and radiologicd sourceitems. It
will dso provide enforcement training, detection, interdiction and automation equipment, infrastructure
support, and advisory assistance through aresident export control assistance program advisor. The EXBS
Program will continue to provide equipment, including vehicles, computers, night- vision goggles, and
ground sensors for Moldova's Border Guards and Customs Service. A significant portion of this equipment
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will be used for monitaring the secessonist region of Transnidria, with afocus on the potentid trangt of
munitions, radiological devices, and contraband. The U.S. Embassy in Chisinau, in coordination with the
Moldovan Department of Civil Defense, so will help Moldova creste and sustain afirst-responder unit for
WMD incidents.

In 2003, Moldova sgnded its intent to join the Science and Technology Center in Ukraine (STCU), which
would grestly facilitate efforts to help prevent the proliferation of wegpons expertise. The STCU isa
multinationa organization that helps former weapons scientists transition to non-military employment.

FSA funding provided through the Civilian Research and Development Foundation (CRDF) is currently the
only vehicle for engaging former Moldovan wegpons scientists, and it has been actively utilized.

Despite financid limitations, Moldovais active in the Partnership for Peace (PfP) program and is
committed to reforming its military dong Western lines. Foreign Military Financing (FMF) assistance will
continue to support efforts to deploy Moldova s peacekesping battaion, which will help form the core of
the country s reforming military. FMF will provide the peacekeeping battaion with communication
equipment, tactica vehicles, and individua soldier equipment. Moldova has engaged in an extensive
defense and military contacts program with the United States, expanded its participation in PfP exercises,
and made effective use of the limited Internationa Military Education and Training (IMET) funds provided
toit. IMET-funded activities will focus on training peacekegpers in English language, thereby promoting
interoperability. In addition, Moldova has developed arobust state partnership program with the North
CarolinaNational Guard.

In FY 2005, Moldovawill be digible to receive Excess Defense Articles (EDA) on agrant basis under
Section 516 of the Foreign Assstance Act (FAA). Provision of grant EDA will assst Moldovain meeting
its defense requirements and furthering its NATO interoperability.



Poland

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
FMF 12,900 20,000 66,000
FMF-SUP 15,000 - -
IMET 2172 2,000 2,000
NADR-EXBS 500 - -

Poland isakey dly and partner in U.S. efforts to enhance security and promote economic prosperity in
Europe. The United States has a strong interest in helping Poland improve its military capabilitiesand
interoperability with the North Atlantic Treaty Organization (NATO). Poland isanet contributor to the
NATO collective defense effort, and serves asamodd and amentor for prospective NATO members.
Poland a so contributes significantly to the enhancement of political and economic sability in Eastern and
Centra Europe, by sharing its experiencesin successfully transitioning to afree-market democracy with
neighboring countries.

Poland is a graduate of Support for East European Democracy (SEED) assstance, demongtrating thet it can
sugtain the reforms necessary for its trangition to a free-market economy and democratic ingtitutions without
significant economic ass stance from the United States.

Poland isawilling and able dly that contributes significantly to UN and NATO peacekegping missons, as
well as Operation Enduring Freedom (OEF). Poland has taken a stirong leadership rolein Irag,
commanding amultinationa division and committing substantia forces to Operation Iragi Freedom (OIF).
Poland recognizes the need further to improve its military capabilities and continues to increase its defense
spending in red terms, despite constrained budget resources and growing demands for increased socid
gpending. Poland coordinates its military modernization and restructuring closely with NATO to ensure
that its efforts mesh with Alliance gods.

The Poles have embarked upon a serious multi-year military modernization, focusing limited resources on
ensuring that the one-third of their forces designated for NATO missons are fully interoperable with
NATO by 2006.

Foreign Military Financing (FMF) and Internationa Military Education and Training (IMET) programsare
an important way for the United States to show support for these effortsand directly contribute to them.
FMF, particularly, isimportant asit focuses on increasing Poland’ s support cgpability to deploy or receive
forces.

For FY 2005, FMF will be used to refurbish six C-130 aircraft, which would give the Poles an indigenous
heavy-airlift capability for thefirst time. This capability would increase Poland's ability to participate in
Alliance and codlition out-of -area operations, and would help relieve demands on U.S. heavy airlift. FMF
will dso support sustainment and upgrading Polish tactical and strategic communicetions, aswell as
establishing aNuclear, Biological and Chemical (NBC) defense capatility, including an NBC Training
Center, Regpid Reaction Response Team and Equipment, as well as other priorities.

IMET funds complement our FMF by supporting the larger gods of NATO integration and defense reform
by providing accessto U.S. military doctrine, tactics and leadership for Polish officers and enlisted
personnd.



In FY 2005, Poland will be digible to receive grants of Excess Defense Articles (EDA) under Section 516
of the Foreign Assstance Act. Thetransfer of EDA will assist Poland in meeting its defense requirements,
enacting defense reforms, and furthering its NATO and Western interoperability.

Given the significant progress that Poland has made toward establishing an effective export control system,
there is no specific request for Nonproliferation, Anti-Terrorism, Demining, and Related Programs (NADR)
Export Control and Related Border Security (EXBS) assstance for Poland in FY 2005. However, Polish
participation in regiona export control eventswill be funded using regiond NADR-EXBSfunds, and
EXBS program advisors stationed in-country will continue to work with Polish officids to implement
programswith prior-year funds and will continue to engage their Polish counterparts on an ad hoc basis.
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Portugal
($ in thousands)

FY 2003 Actud FY 2004 Edimate  FY 2005 Request

IMET 850 850 850

Portugd's continued participation in both the North Atlantic Treaty Organization (NATO) and other
internationa peacekeeping operations directly benefits U.S. security goas. The United States also seeksto
maintain strong cooperation at Portugal's strategic Lges Air Basein the Azores and Portugd's support
within the European Union (EU) for U.S. positions on such issues as European Security Defense Program
(ESDPXNATO compatibility.

Portugd is afounding member of NATO and amember of the European Union (EU). Portuga continues
to maintain strong Trans-Atlantic ties and pursue close military cooperation with the United States. The
1995 Agreement on Cooperation and Defense provides U.S. forces continued access to the Lgjes Air Base,
which served as astaging point for the U.S. during NATO's military operationsin Kosovo and Operations
Desart Storm and Desert Fox. Lges supports ongoing U.S. operationsin Afghanistan and Irag. Portugal
aso contributes troops to the Stabilization Force in Bosnia and Herzegovina (SFOR) and the Kosovo Force
(KFOR), has contributed assets to Operation Enduring Freedom, works closdly with the United States on
United Nations security issues, and has over 120 gendarmes in Irag performing security functions with the
Codlition Forces,

The Internationa Military Education and Traning (IMET) Program continues to be an essential component
of the Portuguese military's force modernization program, its interna reorganization of service and joint
headquarters staffing, as well asthe overal professona military education of Portugd’ sarmed forces. FY
2005 IMET funding for Portuga will continue to be asignificant asset in the modernization effort, intended
to strengthen Portugd's ability to play an active role in collective defense organization and internationa
peacekeeping efforts, eg., in Irag, Afghanistan, Bosnia, Kosovo and East Timor. U.S. effortsare dso
directed toward enhancing Portugd's Atlanticist orientetion by building ties with future military leaders and
reinforcing the exigting preference for U.S. -manufactured defense equipment.

The IMET Program bolgtersthis strategy by establishing close bilaterd relationships between the U.S. and
Portuguese militaries, aswell as providing training to support U.S.-supplied defense sysems. These
systemsinclude F-16, C-130, P-3 and potentidly H-60 Blackhawk hdlicopters; precision wegpons such as
the Advanced Medium-Range, Air-to-Air Missle (AMRAAM) and Joint Direct Attack Munition (JDAM);
and potentidly light armored vehicles.

Portugd isdligible to receive grant ExcessDefense Articles (EDA) under section 516 of the Foreign
Assstance Act. EDA will be used to support Portuga's force readiness efforts and enable Portugd to
participate in internationa peacekeeping, athough in recent years it has been difficult to identify articles
under the EDA program that meet Portugd's requirements.



Romania

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
FMF 9,900 8,950 11,000
FMF-SUP 15,000 - -
IMET 1,651 1,500 1,500
NADR-EXBS 560 495 750
NADR-SALW 307 - -
Peace Corps 3,653 2,826 3,534
SEED 30,500 27,835 27,000

Romania has made substantial progress in recent years in developing its democratic orientation, a sronger
economy, respect for human rights, and positive relaions with its neighbors. 1ts continued successin these
aressisin the economic and grategic interest of the United States. With its strategic location and status as
the largest, most populous country in its region, Romaniais contributing to stability to Southeast Europe
and beyond. It has been invited to join the North Atlantic Treaty Organization (NATO) and is expected to
become amember in May 2004. Romaniais dready actively supporting the United Statesand NATO,
through subgtantia, active participation in the dlied military presencein Bosniaand Kosovo, aswdl asin
Operation Enduring Freedom and the Internationa Security Assistance Force (ISAF) in Afghanistan.
Romania has dso offered its territory and facilities for possible use by the United States to meet new
military basing needs. Romaniaamsto join the European Union in 2007 and seeks full integration into the
West. Despite these pogitive developments, however, Romania sreforms are not yet fully consolidated.
Continued U.S. assstance can help make the difference by enabling Romaniato completeits trangtion
successtully.

U.S. assistance to Romania plays an important role in supporting marketbased reforms, promoting
participatory democracy, strengthening civil society, and relieving human suffering. It dso helps Romania
to strengthen its anti-corruption activities across al sectors.

Support for East European Democracy Act (SEED) assistance will help to expand a market-based private
sector and improve the quality of life for peoplein Romania. Thiswill be done through training and
technical assstance to improve government policies and the legd and regulatory frameworks necessary for
continued expansion of amarket economy. The United States will seek to strengthen the ingtitutional
cgpecity of the government and private sector, enhance private sector competitiveness and improve the
process for privatizing Sate-owned assats. The principa areas of focusfor U.S. efforts will be agriculture,
energy, the environment, financial and capita markets, and smdl and medium-sized enterprises (SMIES).

The United States will seek to promote its objectives in the area of democratization and civil society at the
locd leve through training and technica assstance. USAID will concentrate its SEED-funded efforts
especialy on increasing the ingtitutional capacity of loca governments and civil society organizations
countrywide. USAID will also work with the central government to promote the necessary legidative
changesfor Romaniato achieve more extensive decentraization. The rule of law will dso be strengthened
a thelocd leve through technica assstanceto locad public ingtitutions and civil society organizations.

SEED funds will help advance child welfare, hedth care, and socid assistance ref orm— dl areas where

Romaniadill is serioudy behind. USAID will continue to focusits activities on shutting down the large,
date-run indtitutions to house children, reducing the number of ingditutionalized children, promoting
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community-based dternatives for such children, integrating reproductive hedlth servicesinto primary care,
and promoting modern contraception and HIV/AIDS prevention.

The Bucharest-based Southeastern Europe Cooperétive Initiative' s (SECI) Anti-Crime Center, which
coordinates regiona crimind task forces working to counter human trafficking, smuggling, and the drug
trade, will continue to receive SEED funding. With financid and other support from the Romanian
Government, the SECI Anti-Crime Center has achieved a number of successes in the fight againgt trans-
border crime. In FY 2005, expanded anti-trafficking-in-persons programs in Romaniawill dso be
supported with SEED funds.

In the security-related phere, with Romania due to become a member of NATO in 2004, the United Sates
plans to conduct programs to help the country enhance its military cgpabilities, in part by making itsarmed
forces more NATO-compatible. InFY 2005, the United States will so work with Romaniato prevent
trafficking in persons and narcotics, and the movement of other contraband across the country’ s borders.

With by far the largest armed forces of the countries expected to join NATO in 2004, Romaniais militarily
significant, and has been very supportive of U.S. and NATO objectivesin Southeast Europe, Afghanistan,
and Irag, providing troopsin dl three areas. In accordance with its NATO Military Action Plan (MAP) and
under the Foreign Military Financing Program (FMF) and the Internationd Military Education and Training
Program (IMET), the United States will provide the Romanian military with needed defense articles,
sarvices, and training. FMF funding will be directed toward communications infrasiructure enhancement
and equipment, defense reform contractor services, smulation, English language training, and non-
commissioned officer (NCO) training. Improvements in these areas will strengthen Romania' s capabilities
and effectiveness within the multi-national Southeast European Brigade (SEEBRIG). FMF fundswill so
support the Minigtry of Defersein its efforts to downsize the Romanian military and improve NATO

interoperability.

The Romanian Government seeks the inclusion of as many officers as possble in U.S. military training and
to ensure appropriate follow-on assgnments for graduates of those programs. In FY 2005, the IMET
Program will continue to provide Western-oriented, professona military education to the most promising
younger Romanian officers. It will dso expose both military and Ministry of Defense civilian personnel to
coursesin aress such as defense resource management and civil-military relations.

In FY 2005, Romaniawill be digible to receive grant Excess Defense Articles (EDA) under section 516 of
the Foreign Assstance Act (FAA). Thetransfer of materid to Romaniaunder grant EDA will help it meet
its defense requirements, inditute defense reforms, and further its NATO interoperability.

Romania and the United States are cooperating closaly on improving Romania s export controls. Despite
the significant progress achieved thusfar in developing a system to control the export of sensitive goods and
technologies, room for additiona progress still exists. As part of its efforts to prevent the proliferation of
wegpons of mass destruction, their ddivery systems, related technol ogies, and other weapons, the United
States is providing Nonproliferation, Anti- Terrorism, Demining, and Related Programs (NADR) Export
Control and Related Border Security (EXBS) assistance for a cooperative program to help establish afully
effective export control system in Romania. NADR funding will provide export control enforcement
assigtancein FY 2005, including advanced training for speciaized ingpection teams and a product
identification tool consigting of software to assst officidsto identify duauseitemsa border crossings.
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Russa

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
CSH 3,000 3,000 3,000
FSA 143,307 93,445 79,500
IMET 777 800 800
NADR-EXBS 2,500 2,800 2,800
P.L. 480 Titlell 5,536 5119 -
Peace Corps 888 - -

The United States has an overriding interest in cooperating with Russia on critica nationa security issues.
The United States works with Russia to reduce threets posed by wegpons of mass destruction (WMD)
through arms control, threat reduction efforts, and nonproliferation activities. Russiahas been astrong
supporter in the Global War on Terrorism, offering key politica support, granting the United States
overflight rights and sharing inteligence. Given Russd s strategic importance, the United Stateshasa
compelling nationdl interest in seeing Russia complete a successful trangtion to marketbased democracy.
The United States advances this interest by supporting civil society, the independent media, entrepreneurs,
and loca governmentsiin their efforts to implement democratic and economic reform. FREEDOM Support
Act (FSA)-funded programs support Russid s transformation into a market-based democracy fully
integrated into the maingtream of world political and economic relations.

Events during 2003, such as the Russan Government's asserting of control over formerly independent
televison news gations, manipulation of the eection process, continuing violence, human rights abuses and
political pressure in Chechnya, seemingly selective crimina prosecutions possibly based on politica
motivations, and the Kremlin' s ever-growing control over loca and regiona government, have cdled into
question the depth of Russia s commitment to develop meaningful democrtic indtitutions.  In FY 2005, we
will give even grester emphasisto programs to support the growth of democratic ingitutions, such asatruly
independent media, a vibrant non-governmenta organization (NGO) sector cagpable of advocating itsviews,
and rationdly funded and accountable loca governance sysem.  We will dso continue to support
indtitutions that promote human rights and other sengitive issues for which it will be hard to find indigenous
financia support.

FSA-funded programswill continue to support the partnerships aready in place with civil society groups
and reform-minded Russian officids in Tomsk, Samara and the Russian Far East developed under the aegis
of the Regiond Initiative. In FY 2005, we will emphasize dissemination of the Regiond Intiative
experience to other regions.

U.S. assstance programs funded under the FSA account have contributed to important legidative reforms
that improve the business environment, particularly on tax and regulatory reform, often through support for
the work of think tanks and provision of technical assstanceto inform key policy decisons. U.S.
assstance will continue to focus on the development of small and medium-sized enterprises (SMES).
Although Russia sinvestment policies need significant improvement, opportunities already exist for U.S.
exporters and investorsin the vast Russan market. Given the growing sophistication of Russan
companies, and increased penetration by U.S. firms of Russan markets, FY 2005 will be the find year of
FSA funding for the U.S. Commerce Department’ s Business Information Service for the Newly
Independent States (BISNIS).
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Russa s growing problemsin thefied of public hedth are athreat to U.S. nationd security. Russahasone
of the fastest rates of increase in HIV infection inthe world. FY 2005 FSA funds will focus on prevention
and trestment of HIV/AIDSin Russa U.S. programsto arrest the spread of HIV/AIDS aso help address
the spread of multi-drug-resstant strains of tuberculosis and will help prevent mother-to-child transmission
of HIV/AIDS.

In 2003, the Adminigtration developed a strategy to phase out FSA -funded assistance to Russa over the
next severd years. Consgtent with this strategy, FSA -funded programsin FY 2005 will emphasize
support to Russian organizations and ingtitutions to insure that the gains made through FSA -funded
programs are integrated into Russan society and governmenta structures well beyond the phase-down of
U.S. assigtance.

The United States provides ass stance through programs of the Departments of State, Defense and Energy
to prevent the proliferation of weapons of mass destruction (WMD), related materias, technologies and
expertise. The United Stateswill continue to provide security and nonproliferation assstance under the
FSA and Nonproliferation, Anti-Terrorism, Demining, and Related Programs (NADR) accounts. The State
Department will continue to fund research grants in nuclear materids, aerogpace, chemicd, biologicd,
seismic and other fidds through the Internationa Science and Research Center (ISTC) in Moscow to help
former wegpons scientigts trangtion to sustainable commercid activities. Key emphases of the program are
shared research priorities (notably infectious human and animd diseases like HIV/AIDS) and business
training to help inditutes better serve governmenta and private consumers. The U.S. Civilian Research
and Devel opment Foundation (CRDF) will continue to leverage FSA grant assistance with Russian
Government and internationa non-governmenta matching funds.

The United States will continue to provide assistance to enhance Russian controls on transfers of sendtive
materias and technologies under the NADR and FSA accounts for industry/government outreach programs
to educate Russian companies about the requirements of Russian export control laws. The United States
will dso continue to equip key trangt points with radiation detection equipment to deter, detect and interdict
illicit nuclear transfers.  An Export Control and Related Border Security (EXBS) Assstance Program
advisor will help facilitate security assstanceto Russa. The EXBS Program will continue to Sponsor joint
regiond training programs on border searches, WMD and immigration procedures, counter-proliferation
awareness courses, and internationa border interdiction training for border security officids.

Through the Internationa Military Education and Training (IMET) Program, the United States will
continue to promote interoperakility, resource management and increased capability of civil-military
operations by providing English language ingtruction, professiond military education, and military legd
and peacekeeping ingruction for Russian military and officids of the Ministry of Defense.

Russiaiseligible to recaive grant Excess Defense Articles (EDA) under Section 516 of the Foreign
Assgance Act. Provison of grant EDA will assst Russain meeting defense requirements, enacting
defense reforms and furthering interoperability.

Russian organized crime groups operate across Russia, Eurasia, and in other European states, and carry out
crimina activitiesin the United States and elsewhere. Russian authorities recognize the threet to their
society and economy presented by such organized crime, and they have turned to the United States and
other Western partners for assistance in addressing that threat. Russian officids are dso increasingly aware
of the specific challenges posed by the growing narcatics trafficking out of Afghanistan, which crossesboth
the Central Asian region and Russa, is contributing to growing drug addiction and HIV/AIDS infection
ratesin Russia, and which is providing ameans of financing terrorist activities. In FY 2005, FSA-funded
programswill continue to address crimina procedure reforms, crimina violation of intellectud property
rights, corruption, cyber crime, trafficking in persons, money laundering and terrorit financing, narcotics
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smuggling and other transnationa crimina activities, and implementation of the U.S.-RussaMutua Legd
Assgance Treaty.
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Sovakia

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
FMF 8,000 7,950 6,000
FMF-SUP 6,500 - -
IMET 920 950 950
NADR-EXBS 700 305 550

Sovakiais expected to gain full Eurgpean Union (EU) and North Atlantic Treety Organization (NATO)
membership in 2004. The Sovaks have acted as ade facto dly of NATO and the United States,
contributing units to the Kosovo Force (KFOR), the Stabilization Force in Bosniaand Herzegovina (SFOR)
and Operation Enduring Freedom (OEF), aswell as a military engineering unit in Operation Iragi Freedom
(OIF). The United States has a strong interest in helping Sovakiaimprove its military capabilities and
NATO interoperability and is encouraging Sovakia sinitiatives to share its experience in democracy
building and civil society development with other countriesin trangtion.

Given its continued progress in democretic and economic reform, Sovakia has graduated from Support for
East European Democracy (SEED) assistance, and modest regiond SEED funding is being discontinued in
FY 2004. Thisincludesthe Democracy Commisson Smdl Grants Program, the Partners for Financid
Stahility (PFS) Program and regiondly based Treasury Department technicd advisors.

The Sovaks have embarked upon a serious, multi-year military modernization plan, which was broadly
influenced by recommendations from a U.S.-funded defense study. FY 2005 Foreign Military Financing
(FMF) and Internationa Military Education and Training (IMET) programs will assst Sovakiain its effort
to create amodern, capable force that can ensure nationd defense, contribute to NATO operations, and
enhance regiond gability. Slovakiasimportance to NATO was shown during the Kosovo and Afghanistan
conflicts, when the Sovak Government immediately granted crucia overflight and trangt rights. In
addition, Slovakia deployed 100 troops to KFOR and two trangport helicoptersto SFOR.  The contribution
of military engineering units to OIF and OEF further demondtrate the Sovak Government’ s commitment to
support both NATO gods and the United Statesin the globa war on terrorism.

FMF and IMET programs are acrucid way for the United States to show support for Sovakia seffortsand
directly contribute to them. For FY 2005, the requested FMF and IMET funds will support avariety of
programs focusing on defense reform and development of niche cgpabilities. Thiswill asss the Slovaksin
meeting their goa of force modernization, ensure their NATO interoperability, and enable continued
Sovek assgancein thewar on terrorism.  Specific FMF projectsinclude the following: aNationd Military
Command Center (NMCC); nuclear, chemica and biologica consequence management capability; search
and rescue capability (including the provision of night-vision equipment); and anational maneuver training
area. IMET assstance will be focused on officer and non-commissioned officer (NCO) training in arees
such as professond military education (including English language ingtruction), managerid training, and
technicd training.

In FY 2005, Sovakiawill be digible to receive grant Excess Defense Articles (EDA) under Section 516 of
the Foreign Assstance Act. Thetransfer of EDA will assist Sovakiain meeting its defense requirements,
and furthering itsinteroperability.

As part of its efforts to prevent the proliferation of weapons of mass destruction, their delivery systems, and
other weapons, the United States is providing Nonproliferation, Anti-Terrorism, Demining, and Related
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Programs (NADR) Export Control and Related Border Security Assstance (EXBS) fundsto assst Sovekia
in continuing to sirengthen its export control syslem. Thisis particularly important in light of the fact that
Sovakiawill become part of the EU’ s eastern Schengen border with Ukraine. Previous EXBS program
funding provided a grant to alocal non-governmental organization (NGO) that conducted astudy on
Sovakid s export control sysem and armstrade. The study identified some continued wesknesses and
promoted public interest and transparency. FY 2005 NADR-EXBS funds will provide continued funding
for the deployment of the internd controls program to enhance export control compliance by indugtry, tools
for enf orcement officids to assst them in identifying strategic items, and funds for a program advisor
dationed a the U.S. Embassy in Bratidava, who will work with Sovak officids to implement EXBS
programs.
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Sovenia

($ in thousands)
Account FY 2003 Actua FY 2004 Edimate  FY 2005 Request
FMF 4,000 2485 2,000
IMET 935 950 950
NADR-EXBS 500 365 495

Soveniais scheduled to gain to full European Union (EU) and North Atlantic Treaty Organization (NATO)
membership in FY 2004. In this context, the United States seeks to encourage Sovenids continued

political and economic trangtion to afull-fledged Euro-Atlantic partner. Asapartner, Soveniaservesasa
bridge between East and West, and plays a centra rolein exporting peace and stability to Southeast Europe.
As a peaceful, middle-income democracy, Soveniais agtabilizing factor in acriss-ridden area. Its
integration into and participation in Western indtitutions such as NATO and the EU could be aforce for
peace, especidly given Sovenidsculturd, historical, socid and palitica ties with the Satesthat condtituted
the former Yugodavia

The primary objectives of U.S. military assstance in Slovenia are to promote modernization and reform of
Sovenias military and to assist the country in implementing its NATO Membership Action Plan goals.
Foreign Military Financing (FMF) assistance amsto achieve gregter interoperability between NATO and
Sovenian forces and critical reform of Slovenias military command structures. FMF assstance isaso
used to support programs such as defense reform and continued implementation of Membership,
Partnership, and Individua Country Action Plan gods. This may include communications equipment, air
defense radar, tacticd vehicles, support for previous Excess Defense Article (EDA) transfers, and nuclear,
biological, and chemica (NBC) equipment.

Left virtudly without military equipment, infrasiructure, or organization after its ten-day war for
independencein 1991, Slovenia has gtriven to modd itsarmed forces after those of the United States and
other NATO Allies. Although Slovenid s sound economic Stuation has enabled it to fund alarger
proportion of its defense reform needs, U.S. assistance continuesto play acriticd role. The Ministry of
Defense (MOD) has used prior-year FMF grant money to increase Sovenids interoperability by purchasing
English language training, computer smulation center hardware and software, and small-unit infantry
training equipment. Top prioritiesfor Sovenias FY 2005 FMF funds are to improve the Sovenian Armed
Forces (SAF) immediate combat readiness while promoting the objective of restructuring Slovenian
military forcesto NATO sandards by 2010. FMF fundswill dso help to assess and establish aplan for
greamlining logigticsin the SAF, enhance basic infrastructure and needs for an NBC unit, continue efforts
under the Regiona Airspace Initiative, and work to enhance the SAF's command and control
communications system by providing limited information-sharing and -collection infrastructure.

In FY 2005, Soveniawill be digible to receive grant Excess Defense Articles (EDA) under section 516 of
the Foreign Assstance Act. EDA will help Soveniato meet its defense requirements and further NATO
interoperability.

Through Internationa Military Education and Training (IMET), the United States Strives to integrate
partner militariesinto NATO structures, as along-term guarantor of peace and stability. Thiswill require
expanded English-language training as well as grester exposure to education, rule of law, civil-military
control and human rights. Slovenias objectivesin this areawill be met through IMET programs that
strengthen the professionalism and leadership skills of Sovenias military and civilian personnd and help
improve the technicad and managerid skills of the Ministry of Defense (MOD). Thiswill assst the MOD
in making procurements for its military that benefit Slovenias defense structure and contribute to regiona
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gability. IMET will aso promote FM Fpurchased equipment and training that improve interoperability and
gtandardization of Sovenian forceswith U.S. and other NATO forces.

FY 2005 IMET funding will assst development of awell-baanced force thet is trained and combat capable
at dl levels of leadership and grounded in the rule of law, civilian control of the armed forces and support
for human rights. IMET will dso strengthen Slovenials MOD in the areas of policy planning and English
language capability. Soveniaintends to continue to focus on noncommissioned officer (NCO) training
and on applying to senior and mid-leve U.S. military schools.

As pat of its effortsto prevent the proliferation of wegpons of mass destruction, their ddivery systems,
related technologies, and other wegpons, the United States is providing Nonproliferation, Anti- Terrorism,
Demining, and Related Program (NADR) Export Control and Related Border Security (EXBS) assstance
funds for a cooperative program to help Sovenia establish fully effective export controls over sensitive
items. FY 2005 NADR-EXBS funding will be focused on improving licensing, enforcement, and industry
outreach procedures and cgpabilities through the regiond nonproliferation advisors. NADR-EXBS
assistance will aso be provided to fund an annud regiond conference to help states implement prior-year
funds and continue engagement on an ad hoc bas's.
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Tajikistan

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
FMF - 695 700
FSA 25,853 24411 25,000
IMET 339 400 350
NADR-EXBS 350 300 300
P.L. 480 Titlell 9,9% 6,660 10,000

Tajikistan, afront-line Sate, shares a porous border with Afghanistan thet gives it specid importance in the
region in terms of interdicting terrorists and illegd narcotics. This smal nation faces daunting challenges:
its democratic ingtitutions are underdevel oped and fragile and its economy remains crippled from the effects
of its 1992-97 civil war. Tgjikistan has supported the Globa War on Terror, Operation Enduring Freedom
(OEF) and Operation Iragi Freedom (OIF) unreservedly from the beginning, and continues to do so.

U.S. assigance seeks to enhance Tqikistan' s territorid integrity and security, prevent the flow of narcatics,
illicit wegpons, and persons of concern, foster democratic and economic reforms and address dire
humanitarian needs. A stable, peaceful Tgikistan will help prevent the spread of radica groups and
terrorists, and increase the potentia for development in the region.

FREEDOM Support Act (FSA)-funded economic assstance includes aqudity primary heelth care program
that isworking with the Minigtry of Hedlth to creste a more cog-effective and equitable hedlth care system.
The effort to ingtitute a family doctor system based on the successful Kyrgyz Republic moded will continue
in FY 2005. Infectious disease programs will continue to focus on fighting tuberculosis and maaria.

U.S.-supported economic development programswill help to improve economics and business education,
and to indtitute accounting reform. A small and medium-szed enterprise (SVIE) program will seek to
dleviate poverty through expanded business opportunities and employment cregation, with a.continuing
focus on the voldtile Ferghana Valey region. In this heavily agricultura country, U.S. technica assstance
will dso help specidists to better manage water and energy resources and to repair irrigation sysemsand
improve on-farm water management practices.

FSA-funded democracy assistance will continue to support the development of civil society in Tgikistan by
strengthening politica parties and providing a network of support centers for non-governmenta
organizations (NGOs) and community associations and through direct grantsto NGOs. Democracy
programs will aso promote civic education in high schools, increase access to informeation viaindependent
media, work with the parliament to increase its effectiveness and responsveness to citizen interests, and
support legd educeation and associations.

A basic education program, begun in FY 2003, will help counteract the decline in primary and secondary
education, and better equip students with civic and labor force skills. The program will train teechersin
more interactive teaching methods, focused on integrating critical thinking skillsinto curricula and teeching
materiads. Other program gods include increasing parent and community involvement in schoals,
strengthening the capacity of school adminigtrators, and improving schoal infrastructure.

Trafficking in personsis a serious problem in Tgikistan. A prevention program will inform the public

about the risks and dangers associated with human trafficking through public service announcements,
brochures, tak shows, radio cdl-in programs, and a mohile theater group.
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Tgikistan has committed to cooperating with the United States on countering terrorism, the proliferation of
wegpons of mass destruction (WMD), wegpons technology and other illicit arms and drug trafficking. In
FY 2005, the United States intends to continue Export Control and Related Border Security (EXBS)
Assigtance funded under the FSA and Nonproliferation, Anti-Terrorism, Demining, and Related Programs
(NADR) accounts. The EXBS Program will address dl aspects of Tgikistan's export control systemto
prevent, deter, detect, investigate and interdict wegpons proliferation, with afocus on ingtitutiondizing
effective ingpection and detection training for border control personnel. Technica workshops on export
control enforcement and WMD awarenesstraining will give the Tgik Border Guard and Customs Service a
critica knowledge base for dedling with proliferation issues.

Tgikigtan’' s accesson to the International Science and Technology Center (ISTC) in early FY 2003
provided an opportunity for non-proliferation experts to begin ng wegpons expertise in the country
and develop a drategy for outreach. To dete, limited FSA funding has been provided to dlow Tgik
participation in regiona workshops to improve the qudity of grant proposds and expose scientiststo
commercidization opportunities.

Foreign Military Financing (FMF) will enhance Tqjikistan’simmediate capabilities to combat terrorigsin
the region, while promoting professondization of the military and interoperability with U.S. and
international forces.

In FY 2005, Tgikistan will be digible to recaive Excess Defense Articles (EDA) on agrant basis under
Section 516 of the Foreign Assstance Act. Transfer of EDA will assst Tgjikistan to meet its defense
requirements and further its NATO interoperability.

Internationa Military Education and Training (IMET) funds provided in FY 2005 will be used to continue
to expose the Tgjik armed forces to Western concepts of democracy, rule of law, and human rights, with the
god of transforming their military from a Sovieteramilitary to one more appropriate for contemporary
threats. IMET will continue to focus on English language training, and promoting interoperability.

A focus on inditution-building will continue to characterize U.S. effortsin Tgikistan in the areas of law
enforcement and judicid reform, particularly with regard to efforts to enhance the Tgjik Government's
ability to interdict the flow of illega narcotics out of neighboring Afghanistan. Previoudy gppropriated
FSA funds have been provided to support the continued operation of the Tgik Government's Drug Control
Agency (DCA), the provision of training and equipment for Tgjik Border Guards to carry out counter-
narcotics efforts, and programsto addressfinancia crime and to support the overdl development of the law
enforcement and judicia indtitutions of Tgikistan.

FY 2005 FSA funding will support the posting of aU.S. law enforcement advisor a the U.S. Embassy in
Dushanbe to better oversee U.S. law enfarcement programsin Tgikistan. U.S. law enforcement assistance
will incresse in FY 2005 to ensure continued support for the new Taik DCA, to support counter-narcotics
cooperation between such Tgjik law enforcement agencies and the U.S. Drug Enforcement Administration,
to expand law enforcement development programs to improve the very poor sete of Tgik law enforcement
agencies equipment, training and practices, to continue border security improvements, to continue reform
activities involving the judicial sector and the prosecutor’ s office, and to address terrorist financing and
money laundering.

In FY 2005, FSA -funded humanitarian assstance to Tajikistan will target the most vulnerable members of
society through the ddlivery of medicines, medica supplies, food and clothing.
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Turkey

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
ESF - 99,410 50,000
ESF-SUP 1,000,000 - -
FMF 17,350 40,000 34,000
IMET 2,800 5,000 4,000
NADR-EXBS 600 600 600

Turkey isamgor codition partner in the globa war on terrorism, an active aly and partner in the
recongtruction of Irag and Afghanistan, and a pro\Western democracy in atroubled region. Thetragic
terrorist bombingsin Istanbul in November 2003 further strengthened Turkey’ s resolve to participate with
the United States in the struggle againgt internationd terrorism. Strategically located between Europe and
the Middle Eagt, Turkey isakey North Atlantic Treaty Organization (NATO) dly and continuesto
demondtrate strong suppoart for Operation Enduring Freedom (OEF) and the Internationa Security
Assgtance Force (ISAF) in Afghanistan and Operation Iragi Freedom. In Afghanistan, Turkey quickly
responded to the U.S. request for additiona helicoptersfor ISAF, and former Turkish Foreign Minister
Hikmet Cetin has assumed respongbilitiesas NATO' s Senior Civilian Representative.  Turkey aso has
alowed criticd U.S. humanitarian shipments to passto Iraq and is dso supplying much-needed eectricity.
In addition, Turkey has granted the U.S. blanket overflight rights and use of itskey airbase Incirlik. It
offered stability forcesin reponseto U.S. requests, but agreed to suspend the offer in the face of the Iragi
reaction. U.S. bases and other facilities on Turkish territory are important e ementsin the ability of the
United States to maintain the security of the region and of itsregiond dlies.

Turkey’s mgor support comes despite its fragile economy, tight fiscal restrictions, and, regarding Irag, a
reluctant public. FY 2005 Economic Support Funds (ESF) will help Turkey to consolidate the economic
gainsit has achieved in 2003, through compliance with an International Monetary Fund (IMF)-backed
reform program, and will enable Turkey to expand its efforts in Afghanistan and the globd war on
terrorism. Theterrorist bombingsin Istanbul highlight the fragility of Turkey's progress. Thisfragility is
compounded by Turkey’s substantid debt-servicing requirements, asit struggles to implement an ambitious
reform program. Baance of payments support will help Turkey meet urgent financing needs, contribute to
internal ability, and demongtrate continuing U.S. support.

The Foreign Military Financing (FMF) Program is essentid to the U.S. policy of helping Turkey modernize
and grengthen its armed forces and to keep them fully compatible with those of other NATO dlies. Turkey
requires additiondl U.S. -origin equipment and services to continue itsimpressve level of support to |SAF,
OEF, and the globd war on terrorism. FMF-provided equipment and services will o further Turkey's
efforts to modernize its armed forces, improve its interoperability with NATO and codlition forces, and to
provide vehicles, disaster relief, and search-and-rescue equipment in support of their participation in anti-
terrorist, peacekeeping, humanitarian, and other operations.

InFY 2005, Turkey will be digible to receive grants of Excess Defense Articles (EDA) under Section 516
of the Foreign Assstance Act. Thetransfer of EDA will assist Turkey in meeting its defense requirements
and further NATO interoperability.

The Internationa Military Education and Training (IMET) Program continues to achieve grest success as
regiond ingability, increasng NATO demands, and internationd terrorism dictate the need for awell-
trained, U.S.-oriented Turkish officer corps. IMET isthe most effective mechanism to provide Turkish



officerswith the professond skills (including English language capabilities) and outlook that will solidify
Turkey's growing vaue to the United States as atrusted ally.

As part of its continued efforts to prevent the proliferation of wegpons of mass destruction, their ddlivery
systems, related technol ogies, and other weapons, the United Statesiis providing Nonproliferation, Anti-
Terrorism, Demining, and Related Programs (NADR) Export Control and Related Border Security (EXBS)
Assstance funds for a cooperative program to help establish afully effective export control systemin
Turkey. FY 2005 NADR-EXBS funding will provide training for export control enforcement officers at
the border for detection, targeting, and ingpection techniques and the upgrade and expansion of Turkey’s
radiaion detection program.
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Turkmenistan

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
FMF 690 695 700
FSA 7,805 5,700 6,000
IMET 216 450 450
NADR-EXBS 50 - -
Peace Corps 1,609 1,742 2,125

The United States has Strategic and economic interests in helping Turkmenistan achieve politica stability,
independence, and integration into the globa economy. Turkmenistan, which shares along border with
Afghanigtan, has been the second largest conduit for internationa ad into Afghanistan. The closed,
intolerant nature of the Niyazov regime, however, complicates dl interactionswith Turkmenistan.
Turkmenistan has the world' s fourth largest gas reserves and significant oil reserves. U.S. assstanceto
Turkmenistan seeks to enhance its long-term stability and to promote security cooperation that isin the
interests of both countries, while attempting to Strengthen civil society and improve health care.
Turkmenistan' s government is not currently receptive to democratic or economic reform, or to many types
of law enforcement assistance.

In 2003, the Turkmen Government took steps to crimindize the activities of unregistered non-governmental
organizations (NGOs). It is now even more important that the United States remain engaged in areas where
we share common interests, continue programs that provide tangible improvements to the lives of ordinary
citizens, and work toward projects that address significant U.S. interests, including efforts to cut off
proceeds fromillicit activities, such as narcotics trafficking, that may be financing terrorigt activities. FY
2005 FSA -funded programs will improve primary hedth care, and reach out to the next generation of
Turkmenigtan's leaders.

FREEDOM Support Act (FSA) funded socid sector programs focus on improving hedth care, controlling
tuberculosis and other infectious diseases, preventing the soread of HIV/AIDS, and improving maternal and
child hedlth services. Over 200 hedth care professionds have completed training. The Stop Diarrhea
campaign in two didricts resulted in a40% increase in families' knowledge of the hydration and dietary
requirements for children suffering from diarrhea. Such effortswill continue in FY 2005.

Due to the difficult business environment, the U.S. Government has discontinued its micro-credit activities
in Turkmenigan. The remaining economic development program will provide technica assstance and
training to entrepreneurs, agricultura producers, and saif-governing associations. Assistance supports
seminars on commercid law to lawyers, law students and entrepreneurs.

President Niyazov' sauthoritarian rule limits the scope of democracy programs. The United States will
continue to support grassroots initiatives and exchange opportunities for the youth of Turkmenigtan, with
the god of exposing them to democratic culture and values. Thiswill include continued FSA funding for a
scholarship fund for Turkmen students to attend the American University of Centrd Asa, aswell as
exchanges administered by the Bureau of Educationa and Culturd Affairs.

In FY 2005 the United States intends to continue assistance for Turkmenistan under the FSA in the area.of
export control and border security, and preventing terrorism and wegpons smuggling. It has proven difficult
to engage cons stently with the Government of Turkmenistan on many matters reaing to the reform of law
enforcement and the crimina judtice sector. The United States has nonetheless sought to move forward
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with FSA -funded law enforcement ass stance programs where they are possible and serve sgnificant U.S.
interests. With an eye to addressing the flow of drugs over the border from Afghanistan into and across
Turkmenistan, the United States has initiated assistance in four specific project areas. improvement in
Turkmen forensic laboratory capabilities; support for aUnited Nations Office on Drugs and Crime
(UNODC) effort to improve border security aong the TurkmenAfghan border; for an effort to improve
border controls aong the Turkmen border with Kazakhstan; and support for a project to reduce demand for
drugs within Turkmenistan. FSA funds aso go to support a project to research and andyze evidence of
trafficking in persons (T1P) in Turkmenistan and to develop Strategies to address causes of TIP. FY 2005
funding will support continued efforts in the area of counter-narcotics and support opportunities for
expanded measures againg trafficking in persons.

In FY 2005, FMF will bolster security cooperation in border controls, counterproliferation, and
counterterrorism. IMET assistance will continue to support sending Turkmen officersto the United States
for English language ingtruction and professona development for junior to mid-level officers. IMET funds
provided in FY 2005 will be used to educate and expose the armed forces and civilian officiasto Western
democracy, and the concepts of rule of law, human rights and free markets.

Turkmenistan will continue to be digible in FY 2005 to receive Excess Defense Articles (EDA) on agrant
bass under Section 516 of the Foreign Assstance Act. Transfer of EDA will assst Turkmenistan to meet
its defense requirements and further NATO interoperability.



Ukraine

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
CSH 1,750 1,750 1,750
FMF 3,000 2,985 6,500
FMF-SUP 1,500 - -
FSA 138,700 92,589 79,500
IMET 1,698 1,700 1,700
NADR-EXBS 2,000 1,500 1,500
NADR-SALW - 1,062 1,500
Peace Corps 4,785 4275 5,408

The United States has a nationd security interest in Ukraine's successful trangition to a stable, independent,
democratic, market-oriented, and prosperous sate, with good relations with its neighbors and strong linksto
the West. With a population of gpproximately 50,000,000 and a strategic location between Russaand
Centrd Europe, Ukraine isimportant for building a secure and undivided Europe. Ukranedso canbea
key partner of the United States in tackling mgor challenges, such as the proliferation of wegpons of mass
destruction (WMD), the expansion of mutudly beneficid trade and investment, and the shaping of amore
stable and secure Europe. A strong supporter of Operation Enduring Freedom, Operation Iraqi Freedom,
and the Globa War on Terror, Ukraineis contributing more than 3,000 peacekegpersto missionsin Irag,
the Bakans, the Middle East and Africa. Since November 1999, Ukrainian peacekeepers have been
deployed in Kosovo. Ukraine provides one of the largest contingents of soldiersin the Polish-led division
of troops of the codition forcesin Irag.

The FY 2005 request for FREEDOM Support Act (FSA) funding is lower than previous years, reflecting, in
part, progress achieved in economic reform in Ukraine. In FY 2004, the Administration will develop a
drategy for phasing down FSA assistance to Ukraine that will seek to leave behind alegacy of sustainable
ingtitutions that can continue to promote democretic reform and economic growth.  InFY 2005, FSA
assistance will be used to broaden Ukraing's growing civil society, foster participatory democracy, and
buttress the independent media The media environment in Ukraine continued to deteriorate in 2003 and
will mogt likely face eevated censorship pressure from the government in the run up to the 2004
presidentia eection. These actions threaten short- and long-term democretic processesin Ukraine. In FY
2005, the United States will therefore focus increased resources on strengthening local non-governmental
organizations (NGOs) and independent research indtitutions that serve as watchdogs over the government's
activities and articulate public interests. In addition, funding will continue for lega support and training for
independent media. FSA funding will aso continue to support the development of and accessto the
Internet throughout Ukraine and grassroots activism aimed a community empowerment.

Ukraine's long-term poalitical stability is closdy linked to its economic prosperity, and especidly to therise
of abroad entrepreneurid middleclass. In FY 2005, FSA funding will be provided for technica assstance
to the Ukrainian Government to assist in the preparation of laws and regulatory codes to establish a market-
oriented commercid lega framework. FSA funding aso will support the government's effortsto
implement economic reforms necessary to build on Ukraine's expected accession to the World Trade
Organization (WTO) in 2004. The bulk of FSA-funded economic reform assstance will go to private-
sector development. This assistance will help private enterprises become more competitive and efficient
through programs to improve credit availability and promote internationa accounting standards, corporate
governance and shareholder rights. Particular attention will be paid to the development of smal and
medium-sized enterprises (SMIES), the most likely source of long-term sustained innovation and growth,
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and potentialy important proponents of government trangparency and accountability. A critical mass of
privatized enterprises has dready been restructured, but the task now isto ingtitutiondize the Structura
reforms and the privatization in order to permit sustainadde economic growth in Ukraine s emerging vibrant
privete sector. FSA-funded programs will dso assst Ukraine in developing the GUUAM Group, aregiond
Eurasian corridor organization that includes Georgia, Ukraine, Uzbekistan, Azerbaijan and Moldova

FSA fundswill dso focus on the agriculture sector, continuing land privetization and support for newly
emerging private farms, and on deegpening technica assistance to commercia banks for mortgage and long-
term lending to help fund farmers purchases of agriculturd equipment. FSA funds aso will support further
development of agricultura SVMIEs. U.S. privatization efforts have contributed to an impressive growth in
agricultura output three yearsin arow. However, the blesk harvest of 2003, due to the worst westher
Ukraine had seen in 50 years, underscored the need for U.S. assstance to now focus on developing in
Ukraine a mature futures market to help farmers manage the volatile swingsin commodity prices. Inthe
energy sector, FSA -funded ass stance will continue to focus on the devel opment of a competitive wholesde
electricity market to improve the sector's performance and make it more competible with the European
network, Ukraing' s natural market.

The primary objectives of FSA -funded law erforcement assistance include improvements in Ukrainian law
enforcement agencies capabilities to combat money laundering, enforce intellectua property rights, and
improve border security againg transnationd crimina activities such as narcotics snuggling and trafficking
in persons (TIP). FY 2005 funding will support the development of afinancid inteligence unit to assist in
the detecting suspicious currency transactionsin Ukraine. The provision of training and specidized
forensic equipment will support the efforts of Ukrainian law enforcement agencies to detect and prosecute
crimind violations of intellectud property rights, and, pending the conclusions of an FSA -funded
assessment, FY 2005 assistance will aso support the creation of a patent, trademark, and copyright claims
database for use by Ukrainian agencies. To further support effortsto combat TIP, aTIP Prevention Center
will be financed to build community awareness of trafficking issues and TIP investigative techniques will
be shared with prosecutors and taught a Ministry of Internd Affairs training centers. Funding will aso
support the establishment of a bilaterd working group to guide the trangition of the paramilitary Ukrainian
Border Guardsto acivilian police force.

Ukrain€ s growing problemsin the field of public hedlth are athreat to U.S. nationd security. Ukraine has
one of the fastest rates of increasein HIV and tuberculoss infection in theworld. Both diseases are at the
pre-epidemic breskout levels seen earlier in African countries, which were |ater devastated by these
infectious diseases. FY 2005 FSA fundswill focus on prevention and trestment of both HIV/AIDS and
tuberculogs with programs cdibrated to leveraging funds awarded to Ukraine by the Globa Fund to Fight
AIDS, Tuberculossand Mdaria U.S. programsto arrest the spread of HIV/AIDS will dso help address
the spread of multi-drug-resstant strains of tuberculosis and help prevent mother-to-child transmission of
HIV/AIDS.

In FY 2005 both FSA and Nonproliferation, Anti-terrorism, Demining, and Related Programs (NADR)
funded assistance activities will continue to reduce the risks of proliferation of wegpons of mass destruction
(WMD), related materids, and technologies and conventiona arms. Assistarce will focus on enhanced
border controls, mobile response teams, and enhanced communi cations/cooperation with law enforcement
in the area of border contral. Interna compliance with export controls will dso continue to be ahigh
priority of FY 2005 assstance.

The Export Control and Related Border Security (EXBS) Assstance Program funded under the FSA and
NADR accounts is designed to facilitate establishment of an effective nationd export control and border
security system to prevent the proliferation of WMD, their missile ddlivery systems, related items and other
wegpons. In FY 2005, the EXBS Program will further assst Ukraine in the development of laws,

405



regulations, and licensing procedures and practices, and interna control procedures for industry. It will aso
continue to provide ass stance to enhance border controls with training, equipment, and advisory assstance
through the resdent EXBS advisors. This assistance directly complementsthe U.S. overarching policy to
help Ukraine combat corruption and organized crime.

North Atlantic Treaty Organization (NATO)/ Partnership for Peace has identified over 1.5 million small
amg/light weapons (SA/LW) and over 133,000 tons of unsafe and unserviceable ammunition. Of dl the
former Soviet dates (aside from Russia) Ukraine was left with the most stocks of SA/LW in excess of
defense needs. After repeated attempts to engage the government of Ukraine (GOU) during the last three
years, we have recaived indications that the GOU isinterested in the destruction of excess SA/LW. We plan
to establish amulti-year project (possibly beginning in FY 2004) that will result in the dimination of
Ukraine's excess stocks using NADR SA/LW funding. Other NATO Memberslikely will contribute to this
effort.

The United States continues to engage Ukrainian former wegpons scientists by funding grant proposas
through the multinationa Science & Technology Center of Ukraine (STCU) and the U.S. Civilian Research
and Devel opment Foundation (CRDF). The god of these progransisto fully integrate Ukrainian scientific
indtitutes into the globa scientific and business communities, and thereby enable them to move toward sdif -
sugtainability. Funding in FY 2005 will therefore focus on projects with commercid potentid, or the
potentid to generate further research grants. In addition, there will be an emphasis on partnership projects
between private companies and Ukrainian ingtitutes.

The Department of Energy will continue programs to safeguard nuclear facilities (including nuclear power
plants), materia, and trangportation, a critica U.S. interest, aswell asincrease Ukraine' s energy
independence by fostering diversfication of its nuclear fud supply to include the ability to purchase U.S. -
produced nuclear fuel. The United States played an important role in helping to fund the closure of the
Chornobyl nuclear power plant, which took place in December 2000. InFY 2005, FSA funds will continue
to be obligated to the multi-year, multi-nationa project of building a sarcophagus around Chornobyl, thus
enhancing the world' s nuclear sefety.

Foreign Military Financing (FMF) will support defense reform and enhance command, control, and
communications capabilities, enabling Ukrainian forces to operate more effectively dongsde U.S,, NATO
and Codlition forces. International Military Education and Training (IMET) will develop a cadre of
Ukrainian mid- and senior-level officers capable of providing English language training to maximize
interoperability with Western militaries. The IMET Program will dso focus on training aspecidly
designed peacekeeping battalion that can rapidly react to shifting threats, following up Ukrain€ s provison
of forces to the Kasovo Force (KFOR) and Irag.

In FY 2005 Ukraine will be eigible to receive Excess Defense Articles (EDA) on agrant basis under
Section 516 of the Foreign Assstance Act (FAA). Transfer of EDA will assst Ukraine to meet its defense
requirements and further its NATO interoperability.

Asin other Eurasian countries, segments of the Ukrainian population, including the victims of Chornobyl,
arein dire need of humanitarian assstance. Humanitarian commodities are provided through U.S. priveate
voluntary organizations (PVOs), private donations or through the U.S. Defense Department's Excess
Property Program. FSA -funded humanitarian assistance to Ukraine will continue in FY 2005, targeting the
most vulnerable members of society through programs executed by PVOs.



Uzbekistan

($ in thousands)
Account FY 2003 Actud FY 2004 Edimae  FY 2005 Request
FMF 8,600 8,000 12,000
FSA 39,435 35,688 36,000
IMET 1,104 1,350 1,200
NADR-EXBS 1,927 1,200 1,200
Peace Corps 1871 2,154 2,817

Uzbekigtan is a key drategic partner in the Globa War on Terror and one of the mogt influential countries
in Centrd Asa Insupport of Operation Iragi Freedom and Operation Enduring Freedom, it has alowed
U.S. and Codlition forces to use a base in Karshi-K hanabad, while consstently supporting U.S. foreign
policy gods. It routindy votes with the United States et the United Nations and was the first country
worldwide to bring into force an Article 98 agreement with the United States regarding the jurisdiction of
the International Crimind Court. At the same time, however, Uzbekistan’s poor record on human rights
and religious freedom continues to be an issue complicating bilaterd relations. In 2003, Uzbekistan did not
demondirate a commitment to observing internationally recognized human rights, including the protection
of minorities. With respect to economic reforms, the Government of Uzbekistan managed to unify
exchange rates and introduced current account convertibility in October 2003 by placing severe limitations
on retall and wholesde trade, and tightening the money supply. These measures left many thousands
without employment and income.

U.S. assstance to Uzbekistan seeks to enhance its sovereignty, territoria integrity and security, strengthen
civil society, improve management of natura resources, and help rdieve human suffering. In FY 2005, the
United States plans to continue macroeconomic reform assistance, if it can be concluded that this
assgtance is pogitively affecting government policy. If positive movement is not evident, the U.S.
Government may reprogram macroeconomic assistance funding to microfinance, hedth care, non-
governmenta organization (NGO) development, human rights advocacy, and support for independent
media

U.S. assistlance will continue to strengthen primary hedlth care, fight infectious diseases including
HIV/AIDS and tuberculosis, and improve materna and child health services. A naturd resources
management program will seek to improve Uzbekistan’ s management of its weater and energy resources.
The program includes equipping and training new irrigetion system operating agencies, hdping to establish
water users associaions, and improving the policy and regulatory framework for management of water
resources. Natura resources assistance isimproving water-usage efficiency and mitigating the potentia for
conflict over regionaly shared water. Programs designed to improve the environment for the growth of
smal and medium enterprises (SMEs) will include business training and advisory services, accounting
reform, microfinance, and strengthening of economics and business education in higher education
ingtitutions.

FREEDOM Support Act (FSA)-funded democracy assistance will continue to help NGOs through a
network of seven civil society support centers. Support will dso continue for humantrights defenders,
independent media, civic education, anti-trafficking and judicid reform. U.S. assistance will continueto
pursue the longer-term god of building congtituencies for democratic reform among the broader population.
FSA-funded programs will expand access to information through work with the independent media
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FY 2005 security assistance funding will continue to enhance military cooperation between Uzbekistan and
the United States, aswell aswith NATO and Uzbekistan's Centrd Asian neighbors through the Warsaw
Initiative and Uzbekistan' s active participation in the Partnership for Peace (PfP). Increased Foreign
Military Financing (FMF) in FY 2005 will enhance Uzbekistan’s capability to secureits borders and
respond to threatsin the region while complementing strategic goas of military reform and
professondization. FMF will sustain interoperability between Uzbekistani, U.S,, and internationa forces.

Internationa Military Education and Training (IMET) will continue to assist Uzbekistanin developing a
modern, mobile, and professiond force that will enhance regiond stability through arobust program of
training for junior leaders. IMET will dso assigt in the development of aviable and strong non-
commissoned officer (NCO) corps, based on Western standards and norms.

In FY 2005, Uzbekistan will be digible to recaive Excess Defense Articles (EDA) on agrant basis under
Section 516 of the Foreign Assstance Act. Transfer of EDA will assst Uzbekistan in meeting its defense
requirements as well as promating itsinteroperability with NATO.

In FY 2005, the United States dso will continue to provide ass stance to enhance Uzbekistan' s ability to
cooperate with U.S. and Codlition forces to counter the flow of wegpons, narcotics, and terorist insurgents
across borders and to enhance Uzbekistan' s ability to protect its sovereignty and territoria integrity.
Assgtlance programs for weapons scientists under the FSA and Nonproliferation, Anti-Terrorism,
Demining, and Rdlated Programs (NADR) accounts will increasingly focus on funding research thet is self-
sugtainable through commercia or other means.

The Export Control and Related Border Security (EXBS) Program will continue to help hdlt the
proliferation of wegpons of mass destruction (WM D), their ddlivery systems, related technologies, and
other wegpons by helping the Government of Uzbekistan to detect, deter, prevent, investigete and interdict
illicit trafficking in such items and transfers to end uses and end-users of proliferation concern. The EXBS
program in Uzbekistan will continue to provide awide range of non-proliferation assistance, from licensing
and legd/regulatory technical workshops, to detection and interdiction equipment, and equipment and
training for border patrol, control and enforcement agencies. With U.S. Government assistance, Uzbekistan
will continue to tighten both its export controls and its ingpections of exports.

NADR-funded Antiterrorism Training Assistance (ATA) Program regiona fundswill continue to provide
counterterrorism training to Uzbek law enforcement to help maintain security in Uzbekistan and improve
Uzbekistan's cgpacity to participate fully in the Globa War on Terrorism.

Uzbekigtan is atrangt country for narcotics produced in neighboring Afghanistan. The United States
cooperates with the Government of Uzbekigtan in the interdiction of illicit narcotics and in the denid of
illega revenues from such drug smuggling for use asfinancing by terrorist groups. FY 2005 FSA law
enforcement funding will be increased to ensure continued support for counter-narcotics interdiction by
Uzbek law enforcement agencies and for Uzbek law enforcement agencies' improved cagpability to
cooperate with the U.S. Drug Enforcement Administration. FY 2005 funding will aso continue effortsto
improve the treetment of suspects and prisoners and prevent the use of torture in law enforcement.

InFY 2005, FSA -funded humanitarian assistance to Uzbekistan will target the most vulnerable members of
society through ddlivery of medicines, medicd supplies, food and clothing.



OSCE Regional - Europe

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
PKO 7,858 9,245 2,500

Funding is provided for the Organization for Security and Cooperation in Europe (OSCE) peacekesping
and post-conflict activities. The U.S. Government pays for a share of OSCE operations, which support U.S.
gods of preventing destabilizing conflicts in the former communist states, resolving certain ongoing
disputes, containing and reducing ingtability in the Balkan states and states of the former Soviet Union,
assisting with post-conflict rehabilitation, combating trans-nationd threets to stability, and implementing
measures againg terrorism. OSCE aso provides arapid crisis response cgpability through the Rapid Expert
and Assistance Coaperation Team (REACT), and undertakes respongbilities as called for under the Dayton
Agreement. OSCE gahilization efforts hep prevent conflicts and unrest that can be exploited by terrorist

groups.

FY 2005 Peacekeeping Operations (PKO) funds for European Regiond programswill fund asmall portion
of the U.S. share of the OSCE's field missions in the Bakans and the former Soviet Union missons and to
pay the salaries of certain American citizens seconded to work in those missons. In FY 2005, the U.S.
contribution toward the cost of operating non-peacekeeping related OSCE activities in European and
Eurasian countries will be funded from the SEED and FSA accounts. The day-to-day work of the OSCE
Feld Missons varies depending on the individua mission mandates agreed upon by the OSCE Permanent
Council. All of the mission activities are in support of the OSCE's core mission of early warning, conflict
prevention, crisis management and post-conflict rehabilitation, and are focused on the economic,
environmenta, human and political aspects of security and stability.



Regional FSA

($ in thousands)
Account FY 2003 Actud FY 2004 Edimate  FY 2005 Request
FSA 59,970 48,960 49,000

FREEDOM Support Act (FSA) regiond programs bolster security and stability throughout Eurasia, thereby
enhancing U.S. national security. FSA programs increase the ahility of the Eurasian states to address issues
of mutual concern, such asreducing therisk of terrorism, proliferation of wegpons of mass destruction
(WMD) and combating the trafficking of narcotics and persons. These programs promote regiond
cooperation and stability by providing opportunities for citizens of the region to work together to promote
economic restructuring and democratic reform.

Severd U.S. nationd interestsin this region are advanced through assistance projects that involve more than
one country. Examplesinclude conflict prevention in Centrd Asia, the pursuit of a peace settlement in
Nagorno-Karabakh, promoting energy-sector reform in Central Asia, enhancing border security throughout
the region, and providing support for refugees and digplaced people who are the victims of regiond
conflicts.

Centrd Asan regiona programs focus on conflict prevention, energy and environmentd issues. The FSA -
funded Community Action Investment Program (CAIP) seeksto address the poverty, unemployment,
inadequate communal services and educetion that provide fertile soil for extremist groups and have the
potentia to create unrest.

Caucasus regiond programs focus on responding to urgent humanitarian needs and other specid initiatives,
including support for earthquake victimsin Armeniaand refugees and interndly displaced persons (IDPs)
from the Nagorno-Karabakh conflict. Support for refugees and | DPs adso comes from Eurasian regiond
programs.

The FSA regiond account dso includes asmdl contingency fund to endble the U.S. Government to
respond quickly to targets of opportunity such as peace settlements and the appearance of signs of genuine
commitment to reform on the part of regiond governments. Thisfund is aso used to augment projects that
perform very well during the year and require additiona support.

Eurasian regiond programs address the entire range of the U.S. Government’ s assi stance objectives,
including increased trade and foreign investment, development of smadl and medium-sized enterprises
(SMEs), combating crime and corruption, fighting trafficking in persons, and promoting economic
restructuring and democretic reform. Eurasian regiond funds also support programs thet redirect former
Soviet WMD expertise to peaceful activities and enhance the ability of the Eurasian countries to prevent the
proliferation of WMD (and associated ddlivery systems, materids and technologies), conventiona weapons
and other illicit trafficking across their borders.

In addition, Eurasian regiond funds support the activities of severd U.S. agenciesin the region, including
Trade and Development Agency feasibility studies, Treasury Department technical assistance, Agriculture
Department training and exchange programs, Commerce Department training programs and trade and
investment support activities, and State and Justice Department regiond law enforcement training programs
that help states combet trafficking in narcotics and persons, reduce the likelihood of internationa terrorist
operations, and improve human-ights practices in crimind justice indtitutions.
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Beginning in FY 2005, the FSA account will fund the bulk of costs for OSCE missonsin the Eurasian
countries. These missions undertake high-priority responsbilitiesin conflict prevention and post-conflict
democratization and stabilization. Also, regiona FSA rather than Peacekeeping Operations (PKO) funds
will be used to pay non-peacekeeping related activities, including the slaries of American citizens
seconded to the OSCE Secretariat and field missions, aswell asthe travel costs of Americans serving as
election monitors for the OSCE' s Office of Democratic Ingtitutions and Human Rights (ODIHR). The
service of theseindividudsis both acruciad U.S. Government contribution to the effective work of the
OSCE and akey means of maintaining U.S. influence and involvement in OSCE activities.

Regiond FSA fundswill aso continue to be used for extra-budgetary contributions to the OSCE for high-

priority projects to promote human rights, democratization, economic development and environmental
protection in the Eurasian countries.
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Regional SEED
($ in thousands)

FY 2003 Actud FY 2004 Edimate  FY 2005 Request

SEED 69,437 37,775 59,000

Support for East European Democracy (SEED) regiond programs sustain the trangition to democracy,
market economies, and socid stability in Southeast Europe. Through these programs, the United States
pursues its interests in economic growth, trade and investment promotion, and reducing internationa
crimind and terrorigt thregtsto U.S. citizens.  In addition, regionad SEED funds will cover dmost dl
assessed codts for the OSCE's Bakans missons and provide U.S. support to the Office of the High
Representative (OHR) in Bosniaand Herzegovina

In FY 2005, SEED regiond funding will help accelerate Southeast Europe's integration into Euro-Atlartic
ingtitutions. Regiona programswill target terrorism, corruption, international crime, and trafficking in
persons, as well as develop regiona capacitiesfor war crimestrialsin the Balkans. These funds will
support sgnificant regiona effortsto promote energy efficiency and will help facilitate infrastructure
development. Through regiona funding for both the Stability Pact for Southeastern Europe and the
Regionad Center for Combating Trans-Border Crime (under the Southeast Europe Cooperdtive | nitiative or
SECI) in Bucharegt, the U.S. targets crosshorder problems and leverages assistance from European and
international donorsto support U.S. policy priorities.

The SEED regiond budget aso coverstraditiond Congressond directives in the filds of hedth and
HIV/AIDS, grantsto regiona non-government organizations (NGOSs) through the Nationad Endowment for
Democracy (NED), and the professiona development of U.S. academics studying Southeast Europe under
the Program for the Study of Eastern Europe and the Independent States of the Former Soviet Union (Title
VIH).

Through the regiona account, the United States funds technica assistance, leverages significant funding
from other donors, and promotes regiona cooperation, including in law enforcement.  Countries of the
region areincreasingly “taking ownership” of border and customs control reform efforts and cooperetive
regiond law enforcement operations that combat organized crime, terrorism, and trafficking in persons.
Continued U.S. engagement with these efforts, through our support for the Bucharest Anti-crime Center as
well asthe International Law Enforcement Academy (ILEA) in Budapest, Hungary, remains an important
catalyst to increased and effective regiona cooperation. For example, U.S. technica assstanceto the
Bucharest Center’ s Trafficking Task Force supported two regionaly coordinated law enforcement
operations that identified 933 traffickers and led to crimina proceduresin 792 cases. ILEA provides high-
quality training and technica assistance, supports ingtitution building and enforcement capability, and
encourages strong partnerships between countries in the region.

Through SEED contributions to the Stability Pact, the United States |everages resources from Europeanand
other donors. The USAID-administered Regiond Infrastructure Program in Southeastern Europe has
worked closdly with internationd financid inditutions and the EU to facilitate and accelerate over two
billion Eurosin water and transport infrastructure projects. That cooperation led to ajoint USAID-
Internationa Finance Corporation (IFC)-financed Bakans Infrastructure Development (BID) Facility that
will provide technical assstance in program proposd development. The BID Facility has garnered support
from avariety of Western European donor countries.

Beginning in FY 2005, the SEED account will fund the bulk of assessed costs for OSCE missonsin the
Bakans, U.S. contributions to the OHR in Bosnia, and security cogts for senior Americans leading such
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missons. These missions undertake high-priority responghilities in conflict prevention and post-conflict
democrdtization and stabilization. Also, regiona SEED rather than Peacekeegping Operations (PKO) funds
will be used to pay non-peacekeeping related activities, including the sdlaries of American citizens
seconded to the OSCE Secretariat and field missions, aswell asthe travel costs of Americans serving as
election monitors for the OSCE' s Office of Democratic Inditutions and Human Rights(ODIHR). The
service of theseindividudsis both acrucia U.S. Government contribution to the effective work of the
OSCE and a key means of maintaining U.S. influence and involvement in OSCE activities.

Regiona SEED fundswill o continue to be usedfor extra-budgetary contributions to the OSCE for high-

priority projects to promote human rights, democratization, economic development and environmental
protection.
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