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Albania
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FMF 5,000 2,976 3,500
IMET 1,198 900 900
NADR-EXBS 600 300 515
NADR-SALW - 300 300
Peace Corps 1,501 1,787 1,914
SEED 28,235 28,000 28,000

Albania continuesto play apivota and productiverolein regiona stability, and Support for East European
Democracy (SEED) assistance funds remain essential for ensuring Albania s ability to play that role. A
democratic, stable and economically prosperous Albaniais essentiad if Albaniaisto be an effective partner
in the Global War on Terrorism, smdl arms and light weapons proliferation, and transnational organized
crime, including narcotics and contraband smuggling and human trafficking. Therefore, the U.S.
Government (USG) targetsits assistance in the areas of economic reform, democratic institution building
and therule of law, as a meansto promote a greater degree of prosperity for Albaniawhile advancing U.S.
interestsin theregion.

Sustained U.S. engagement and support for political and economic reform measures are crucid if positive
trends are to continue and ultimately yield long-term results. The SEED request funds approximately 14
percent of the costs of the Organization for Security and Cooperation in Europe (OSCE) field misson to
Albania. Inadditiona, U.S. assistanceis essential for guiding Albania closer to a Euro-Atlantic partnership.
The U.S. coordinates assistance efforts closdly with our European alies and European ingtitutions, such as
Italy, Greece, the European Union (EU), NATO, OSCE, and Council of Europe (CoE) to maximizethe
benefit of our assistance programs.

Consolidating democratic ingtitutions and improving their capacities remains the highest priority for the
U.S.inAlbania FY 2006 SEED fundswill support specific initiatives within Albania to meet this priority.
SEED funds contribute significantly to our efforts to devel op civil society and human capital resourcesin
Albania, which is gtill recovering from the economic collapse of 1997 and 45 years of harsh, xenophaobic
communism. SEED funds support initiatives such as primary hedlth care upgrades, education
improvements, and professiond journalism. In addition, SEED-funded programs promote badly needed
agricultura reforms, creating employment opportunities, modernizing production and increasing output in a
country where nearly 70 percent of the work forceistied to the agricultural sector.

SEED funds aso support judicia reform initiatives and target ingtitutions that fight financid crimes such as
tax evasion, money laundering, and terrorism financing. Continued SEED assistance iskey to sustaining
Albania s recent successes in fighting corruption, stopping human trafficking, and slemming 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 regional
Total Information Management System (TIMS).

Foreign Military Financing (FMF) isimportant for continuing the modernization of the 13,750-member
Albanian Armed Forces (AAF). A NATO membership aspirant and staunch U.S. dly in the Globa War on
Terrorism, Albania contributes troops to peacekeeping effortsin NATO (formerly SFOR), Afghanistan and
Irag, and was one of only four countries in the world to send combat troops during Operation Iraqi

Freedom. FY 2006 fundswill be centrd to continued institutional and strategic reform aswell as support of
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deployed forces. Fundswill directly support the development of niche military capabilitiesin line with
Albania s current operationd responsihilitiesin Irag. Specificaly, funding will be used to help modernize
the Albanian military through contract servicesto meet NATO partnership goals, which in turn supportsthe
Globa War on Terrorism by reducing, restricting and/or eliminating transnationa threatsin the region.
Additionally, funding will be used for English language training for the Albanian forces, specifically to
upgrade English language training laboratories and procure instructor mobile training teams. FMF will dso
help cover the procurement cost for air surveillance and tactical radios, which support readiness of the AAF
and Albania sintegration into NATO.

In the process of assigting Albaniato fulfill its aspiration to join NATO, the International Military
Education and Training (IMET) program continues to provide both field and company-grade officerswith
training and professional development opportunities. IMET fundswill provide English language training;
professiona military educetion for officers; tuition for attendance a U.S. military academies; and mobile
training teamsto assist the implementation of human resources, training and logistics systems reforms.

Albaniaisdigiblein FY 2006 to receive grant transfers of Excess Defense Articles (EDA) under Section
516 of the Foreign Assistance Act. Thetransfer of EDA will further Albania s force modernization in
concert with its NATO Membership Action Plan (MAP) goals.

In an effort to prevent proliferation of weapons, ddivery systems, and other related technol ogies; the United
States has anumber of Nonproliferation, Anti-terrorism, Demining, and Related (NADR) Programs
ongoing in Albania. Export Control and Related Border Security (EXBS) assistance funds are dlso directed
towards establishing and maintaining afully effective export control and enforcement systemin Albania
NADR and EXBS programs support the Global War on Terrorism and the U.S. goa of stabilizing the
region by reducing arms proliferation and restricting the transfer of existing weaponry.

Albaniawill continue to receive support from the U.S. Small Arms/Light Weapons Destruction Program.
Programsto collect and destroy the enormous stocks of Man Portable Air Defense Systems (MANPADS),
smdl arms and light weapons (under 200mm) and ammunition will continuein FY 2006 both through
direct bilatera programsand U.S. supported destruction projects viathe OSCE. Over 100,000 weapons
have been destroyed to date through the combined assistance of the United States, Norway, and Germany.
The U.S. bilaterd program, utilizing NADR Small Arms/Light Weapons (SA/LW) funds, enhancesthe
overal security environment within the region by preventing illegal asamstransfersto Kosovo and
Macedonia. Matching funds from NADR International Trust Fund (ITF) are channeled through the ITF to
provide support for humanitarian mine action in Albania.
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Armenia
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FMF 2,485 7,936 5,000
FSA 74,558 70,000 55,000
IMET 869 750 750
NADR-EXBS 300 300 700
Peace Corps 1,604 1,717 1,743

The United States supports the transformation of Armeniainto afree-market democracy based on therule
of law with an active civil society that isintegrated into the world economy, has the capability to provide for
thewdfare of its citizens, and is a peace withits neighbors. U.S. security, law enforcement, and
nonproliferation ass stance and cooperation with Armenia are needed to prevent weapons and other illicit
trafficking and the spread of wesgpons expertise. Armenia has supported the Globa War on Terrorism,
Operation Enduring Freedom, and Operation Iraqgi Freedom by offering overflight rights, medica
assistance, and information sharing.

Achieving adurable resolution to Armenias conflict with Azerbaijan over Nagorno-Karabakh iskey to
severd U.S. interests. A peace settlement would eliminate amgjor cause of instability in the Caucasus
region. It would facilitate Armenias economic cooperation with its Caucasus neighbors and remove a
major impediment to normal relations between Armeniaand Turkey. Peace would aso free-up Armeniato
concentrate more of its political energy and economic resources on domestic reforms, and on improving the
socia well-being of its citizens.

In recognition of Armenia s progressin 16 criteria areas, Armeniawas one of only 16 countries deemed
eligible to compete for Millennium Challenge Account (MCA) fundsin FY 2004 and in FY 2005. Should
Armeniaactualy receive MCA funds, implementation would be closely coordinated with FREEDOM
Support Act (FSA)-funded programs to ensure maximum development effect and poverty aleviation.

U.S. assigtance to Armenia supports private-sector development, economic and energy reform, democracy
and good governance, and socid sector reform.  FSA-funded assistance to judicia and law enforcement
bodies of Armeniaishelping to ensure that Armenia plays a more effective rolein combating narcotics
smuggling, organized crime, and trafficking in persons, and works to support our effortsto combat
terrorism.

Continuing in FY 2006, FSA-funded humanitarian programswill provide critical medical and emergency
help to impoverished personsin underserved and remote areas of Armenia. U.S. private voluntary

organi zations working with the U.S. Government in partnership with the Government of Armeniaand local
non-governmental organizations (NGOs) administer basic medical services and provide essentia
medicines, clothing and food to children, the elderly and other vulnerable populations. Thisassistanceis
integra to dleviating poverty and preventing widespread health problems and suffering in populations
beyond the reach of limited local government socia welfare programs. Other programs support Armenian
effortsto provide health care for disadvantaged citizens and to improve health management education.

Armeniais continuing efforts to improve its business climate, increase investment, create jobs, and broaden
its economic base. FSA-funded programs will continue to focus on developing and marketing Armenian
agricultura products and helping Armeniameet its World Trade Organization commitments. At the macro-
level, U.S. Treasury Department advisorswill provide expertisein improving revenue collection and
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reducing budgetary deficits, insuring that the government will be able to maintain good relaions with
international financial ingtitutions. Technical advice aso will help the Armenian Government improve its
audit practices, thereby helping to fight corruption. Training programs, scholarships and other programs
will help Armenia devel op other sectors of its economy, seek investment, and create jobs, with an emphasis
on developing micro, small and medium-sized enterprises (SMES).

Democratic indtitutions and practices are developing in Armenia, but thisis threatened by poor economic
conditions, regional instability, and corruption. FSA-funded democracy assistance programs are working
with government agencies and NGOs to improve the technical capacity of legidative staff and to increase
public participation in government. Programs also 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 organi zations effectively articulate
and advocate public interests. To help counter Armenid sisolation, U.S. programs provide educationa and
informational linkswith the West.

With substantial U.S. assistance, the Government of Armenia has successfully implemented the mgjority 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 operational and physica safety of the plant.
Finding alternative sources of energy and further improving the efficiency of Armenia s domestic energy
sysemwill be key to the ultimate closure of Metzamor.

FY 2006 Internationa Military Education and Training (IMET) funding will provide opportunitiesfor the
Armenian military to attend U.S. military professona education, and to facilitate Armenia s defense reform
efforts through education in civil-military relations, defense resource management, and English language
training. FY 2006 Foreign Military Financing (FMF) funding will enhance security cooperation by
bolstering Armenia’ s communications capability, improving Armenia s ability to participatein regiona
peacekeeping operations, and improving interoperability with U.S., NATO and internationd forces.

Armeniawill be digibleto receive grant Excess Defense Articles (EDA) in FY 2006. Provision of EDA
grants will enhance Armenia s ability to participate in NATO and codlition operations, aswell as
international peacekeeping missions. Assistance provided under these programs will not be usable for
offensive purposes againgt Azerbaijan, will not affect the military balance between Armeniaand
Azerbaijan, and will not undermine or hamper ongoing efforts to negotiate a peaceful settlement between
Armeniaand Azerbaijan.

The Armenian Government has demonstrated a willingness to cooperate with the United Statesin
preventing the proliferation of weapons of mass destruction (WMD) and related technol ogies and other
illicit weapons trafficking, and fighting transnational crime. It has also taken several stepsto strengthen its
export controls and border control systems. U.S. Export Control and Related Border Security (EXBS)
Assistance programs funded under the FSA account are providing equipment and training assistance to
customs, border guard, and other law enforcement and border security authoritiesto improve their export
and border control capabilitiesto deter, detect, interdict, investigate and prevent weapons proliferation.

FSA-funded law enforcement programs provide training, technical assistance, and equipment to increase
Armenias capecity to fight international crime, corruption, and narcotics trafficking and to improve human
rights practices. FY 2006 funding will continueto assist Armeniain creating the procedures necessary to
investigate and prosecute crimina cases, including trafficking in persons; to improve law enforcement
communications infrastructure which will improve communication and cooperation between Armenian and
U.S. law enforcement agencies; to devel op effective and sustainable police academy training; to improve
forendcs capabilities; and to ass in the professional devel opment of prosecutors, investigators and
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defense advocates. Funding will also support implementation of the Armenian Government’ s newly
adopted anti-corruption action plan.

The U.S. Science Centers and Bio/Chem Redirect programs funded through the NADR Nonproliferation of
WMD Expertise account promote the participation of former Soviet weapons scientistsin peaceful research
projects. The International Science and Technology Center (ISTC) and Biotechnology Engagement
Program (BTEP) cooperate in the design and delivery of thisNADR assistance. TheU.S. Civilian
Research and Development Foundation (CRDF) uses FSA funds to support scientistsin Armenia, including
but not exclusively from the former Soviet WMD complex.
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Azerbaijan
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FMF 2,485 7,936 5,000
FSA 38,782 37,355 35,000
IMET 1,084 750 750
NADR-EXBS 600 1,545 1,650
NADR-HD 2,468 3,500 4,000
P.L.480Titlell 2,883 - -
Peace Corps 1,326 1527 1,729

U.S. national interestsin 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 conflict. Azerbaijan’s shared border with Iran, strategic position as alittora Caspian
Seadate, and its unresolved conflict with Armeniaover Nargorno-Karabakh causeitsinterna stability to
have adirect bearing on regiond stability. Theinvolvement of U.S. firmsin the development and export of
Azerbaijani oil iskey to our objectives of diversifying world oil supplies, providing asolid base for the
regiona economy, and promoting U.S. energy security and U.S. exports. Azerbaijan has supported the
Globa War on Terrorism, Operation Iragi Freedom, and Operation Enduring Freedom by offering crucia
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 President's January 2002 waiver of section 907 of the FREEDOM Support Act (FSA), which
prohibits certain types of assistance to the Government of Azerbaijan, ass stance programs previoudy
prohibited were initiated in the areas of budget reform, customs reform, law enforcement, and legal reform.
Thiswaiver was renewed in December 2003 and January 2005.

U.S. assigtance enhances Azerbaijan's ability to prevent, deter, detect, and investigate the proliferation of
wespons of mass destruction (WMD), weapons technology, expertise and conventional arms, and
encourages efforts to halt trans-shipment of narcotics acrossits borders. Meanwhile, the U.S. has continued
to provide humanitarian assistance in the form of food, medicine and medica supplies, seeking to ease the
plight of the disadvantaged and displaced. Democracy programs have sought to strengthen civil society.

In FY 2006, the United States will focus assistance on economic devel opment — particularly with regard to
expenditure of Azerbaijan’s anticipated oil wealth, hedlth care reform, judicial 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,
transparent 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 underdeveloped and
unemployment remains high. Spillover effects from the energy sector to other sectors of the economy have
not yet occurred. The agricultural sector ismired in low productivity, and privatized farms are smdl and
lack reliable accessto inputs, water, equipment and finance. Complex regulations, corruption, and
underdevel oped financial systems have hampered private business development. In FY 2006, FSA-funded
assistance will focus on accel erating economic growth, developing small and medium-sized agricultura
enterprises, and reforming the domestic energy sector. Training opportunitieswill focusincreasingly on
economics and business development. The U.S. Government will also continue to work with Azerbaijan on

368



oil development and to support American companies through U.S Overseas Private Investment Corporation
(OPIC), U.S. Export-Import Bank, and U.S. Trade and Development Agency (USTDA) activities.

Although Azerbaijan has made some progressin creating a democratic system of government, significant
problemsremain in the areas of mediafreedom, human rights, and politica pluralism, including free and
fair eections, as evidenced by the flawed October 2003 presidentia election and the 2004 municipal
eection. InFY 2006, the United States will continue to promote the development of Azerbaijan’s
democratic ingtitutions and civil society, with astrong emphasis on combatting corruption and
strengthening the rule of law. Programsto assist non-governmental organizations, political parties, and the
mediawill continue to help them more effectively to advocate public interests and serve as a check on
governmental authority.

U.S. assistance to Azerbaijan improves the country's capabilities to combat domestic and transnational
crimina activities, including drug trafficking. FY 2006-funded law enforcement assistance programs will
provide counter-narcotics training, help develop a specialized law enforcement training curriculum, support
efforts to detect, prevent and prosecute cases involving trafficking in persons, support the expanded use of
forensicsinvestigative 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 2006 security assistance will provide continued support for projectsinitiated in previousyears. The
U.S. will continue to provide equipment, services and training through the Foreign Military Financing
(FMF) and Internationa Military Education Training (IMET) programs. FMF will provide assistance for
monitoring the Caspian Sea, upgrading airspace management, and sustaining Azerbaijani troop
deployments in Operation Enduring Freedom and Operation Iragi Freedom. Funding will focus on
acquisition of search-and-rescue and el ectronic reconnai ssance equipment; on nava communications
infrastructure improvements and training; on equipment for a peacekeeping unit, including uniforms,
tactical radios, field equipment, night vision devices, and global positioning system units; and on airbase
infrastructure upgrades to accommodate NATO aircraft, and a contingency and modeling simulation center.
FMF and IMET will continue to promote interoperability with U.S. and NATO forces. Assistance provided
under these programs will not be usable for offensive purposes against Armenia, will not affect the military
balance between Armeniaand Azerbaijan, and will not undermine or hamper ongoing effortsto negotiate a
peaceful settlement between Armeniaand Azerbaijan.

The U.S. and Azerbaijan have amutual interest in addressing the serious dangers posed by potentia
trafficking in WMD, associated ddlivery systems, materias, technologies, conventional arms and weapons
expertisein and around Azerbaijan. At the end of 2003, Azerbaijan and the U.S. signed an implementation
agreement to upgrade Azerbaijan’ s maritime interdiction capabilities regarding WMD and associated dual-
use items under the U.S. Defense Department's Cooperative Threat Reduction (CTR) Program. CTRisaso
planning anew effort to work with Azerbaijan to increase their biosafety and biosecurity posture. The
Government of Azerbaijan has demonstrated its commitment to nonproliferation by intercepting shipments
of concern, and the U.S. will continue its program of assistance under the Export Control and Related
Border Security Assstance (EXBS) program funded through the FSA account and the Nonproliferation,
Anti-terrorism, Demining, and Related Programs (NADR) account in FY 2006. In an effort to prevent
weapons proliferation and complement counter-terrorism assistance, EXBS provides equipment to support
thetechnica capacity of Azerbaijan's Customs Service, Border Guards and Maritime Brigade, including
enforcement training, ingpection and detection equipment, and communications. EXBSis aso supporting
upgrades to and training on aU.S. Coast Guard cutter donated under the Excess Defense Articles (EDA)
program. Azerbaijan will be eligible to receive grant EDA in FY 2006. Provision of EDA grantswill
enhance interoperability and Azerbaijan’s ability to participate in NATO and Coalition operations, aswell
asinternationa peacekeeping missions.
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Azerbaijan acceded to the Intergovernmental Science and Technology Center in Ukraine (STCU) in 2003.
Latein FY 2004, Azerbaijan hosted a Governing Board mesting of the STCU. TheU.S. provided
Azerbaijani scientiststhefirst STCU research grant for the country, drawing on NADR Nonproliferation of
WMD Expertise funding devoted to the redirection of former Soviet WMD researchers. The
Administration continues to gather data, including through visitsto Azerbaijani inditutes, on the size and
capabilities of the country's WMD-scientist community. FY 2006 NADR-funded activities will include
training in proposal-writing and travel grants for regional and international networking, to assist these
scientigtsin their trangtion to non-military employment.

Landmines pose a significant danger in Azerbaijan to people, productivity, and socio-economic
development. NADR Humanitarian Demining funds will be used to support mine clearance and mine
awareness efforts that will save lives and create conditions for the return of displaced persons and refugees,
thereby also promoting increased economic growth and productivity. Other humanitarian assistance to
internally displaced persons and refugees will continue as needed, with an ongoing emphasis on sustainable
devel opment and community-based projects.
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Belarus
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FSA 8,055 6,500 7,000
NADR-EXBS - - 250
NADR-SALW - 300 300

Promoting democracy, human rights, and economic reform will help foster the independence, security and
prosperity of Belarus. Thiswill, in turn, contribute to regional stability, security and prosperity. Currently,
Belarus' s authoritarian regime, inchoate and besieged democratic ingtitutions, retrograde economic palicies,
and close relations with rogue states thresten regional development and security key U.S. foreign policy
gods. Thesepolicies aso isolate Belarus from its neighbors, four of which entered the European Union
(EV) in 2004 and one of which (Ukraine) made alarge step towards democracy with agenerdly free and
fair election of reform-minded Viktor Y ushchenko as president. These neighboring countries see Belarus
backwardness as an anachronism that jeopardizes their own future security and prosperity. Asaresult, the
United States, in order to implement the Belarus Democracy Act, has focused assistance efforts on
democracy, human rights, the fight against trafficking in persons, and HIV/AIDS.  Although the
Government of Belarus claimsto be willing to provide assistance in the Globa War on Terrorism, in fact,
credible allegations of the transfer of arms and dual -use equipment to countries of concern underscore the
importance of achieving amore open, trangparent form of governancein Belarus.

U.S. assstance to Belarus seeks to help promote a plurdistic and democratic political culture by
empowering alarge number of pro-democracy and human rights civil groups, and, to the extent that they
till exist asindependent entities, educationa ingtitutions, palitical parties, media outlets and associations of
small and medium-sized enterprise owners. A diversified gpproach to increasing Belarusians' participation
in civic activismisrequired, whereby the United States will not only provide assistance targeted at
democratic reform but also social-sector assistance targeted at combatting the spread of HIV/AIDS and
preventing trafficking in persons.

FY 2006 FREEDOM Support Act (FSA) funding will continue to support non-governmental organizations
(NGOs) that advocate human rights and promote demacratic reform. This support will include small grants
and training in such areas as advocacy, networking and coalition building. FY 2006 FSA funding will also
continue to support Belarus' besieged independent media, including material and technical support to
journdists and editors who are struggling to keep their publications open in the face of continued
harassment by the regime and competition from government-subsidized state media. With presidential
elections scheduled for 2006, FSA-funded activities will seek to foster amore open and baanced paolitical
debate, including non-partisan activities designed to help strengthen and unify democratically oriented
parties. Therewill continue to be an emphasis on empowering loca communities to devel op the capacity to
solve their own problems.

In addition, we will work with NGOs and Belarusian local authoritiesto devel op strategiesto addressthe
threats posed to Belarusian society and regiond stability by trafficking in persons and the HIV/AIDS
pandemic. NGOsreceiving U.S. support also work to address public heath concerns, including
tuberculosis, hepatitis, and women's wellness and infant care.

Opportunities to encourage economic reform through FSA-funded assistance programs are severdly
circumscribed in Belarus. Since the election of the current president in 1994, economic liberdization and
structural reform measures have been frozen, or in some casesreversed. The country haslargely retained a
centrally planned economy, with mogst large-scal e enterprises ill in government hands and barter trade
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dominating inter-enterprise transactions.  Indeed, the Russian Federation has linked further economic
integration with Belarus to specific reforms, which the regime has yet to adopt. Modest FSA-funded
economic ass stance programs have concentrated on supporting SMEs by devel oping business associations
for lobbying and advocacy, as well as a modest economic policy education initiative hosted by aBelarusian
think tank. Any further programsin FY 2006 will continue to focus on these arees.

In February 1997, the President determined that he could not certify Belarusto be eligible for assistance
under the U.S. Defense Department's Cooperative Threat Reduction (CTR) Program due to the country's
poor human rights record. Developments since that time have not warranted reconsideration of this
decision. Bearus nevertheless remains amember of the International Science and Technology Center
(ISTC), amultilateral organization that funds grants to former Soviet wegpons-of-mass-destruction (WMD)
scientists to assist them to transition to non-weapons-related work. The U.S. generally does not fund grants
to Belarusian scientists, the only exception being unique opportunities to promote U.S. security interests or
address compelling humanitarian needs. Currently, the only U.S. contributionsto the ISTC that are
benefitting Belarus are supporting a National Cancer Ingtitute study of the health of Belarusians exposed to
radiation from the Chornoby! accident and a Nonproliferation and Disarmament Fund (NDF) project to
design better controls over nuclear materials. The Departments of State and Energy plan to fund projects
addressing blood-sugar monitoring systems for diabetics and less dangerous fuel for nuclear power,
respectively. We are also working carefully with the ISTC to ensure that the security upgrades previoudy
provided by the Department of Energy to Belarusian nuclear facilities remain effective in securing the
fissle materia therein.
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Bosnia and Herzegovina
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FMF 18,400 2,480 10,000
IMET 991 900 900
NADR-EXBS 600 500 675
NADR-SALW - 400 400
SEED 44,735 41,000 40,000

Bosnia and Herzegovina (BiH) has made significant progress since the signing of the Dayton Peace
Accords nineyears ago, but it remains afragile state in apotentialy volatile region. State-level defense,
intelligence, financial, law enforcement and judicial bodies have been established, but continue to
experience growing pains. BiH’stransition from a command economy to a market-based economy
continues, although it remains heavily dependent on foreign aid. With its porous borders, complex and
overlapping layers of government, persistent corruption and still weak state-level ingtitutions, BiH isan
attractive destination and transit point for terrorists and traffickers. Itisin U.S. interest to help BiH
strengthen its ingtitutions, reduce dependency on foreign assistance, and compl ete the transition to amodern
European date tied to Euro-Atlantic ingtitutions that contributes to regional stability.

In FY 2006, Support for East European Demacracy (SEED) programsin BiH will continue to support
democratic, economic and social sector reforms and strengthen local capacity to maintain internal security
and uphold theruleof law. SEED-funded democracy programswill assist inimproving the sustainability
and effectiveness of non-governmental organizations (NGOs), the management capacities of municipalities,
development of aprofessional and responsible independent media, and development of moderate political
parties and state and entity parliaments. Economic and socid sector programs will offer technical adviceto
restructure the banking and financia sector, including establishing a securities market, automating
commercia courts and providing training in commercia laws, supporting tax and customs administration
reforms and reforms of BiH’ s power sector. Grants and loanswill aso assist in developing smdl and
medium-sized enterprises and providing opportunities for minority returnees. Rule-of-law programswill
provide technical assistance, training and equipment to build the capacities of the full range of security
sarvices, including police forcesin both entities, the anti-trafficking in persons (T1P) strike force, the State
Border Service, the State Information and Protection Agency, aswell asthe War Crimes Court and the
High Judicia Prosecutorial Council, with the aim of strengthening anti-trafficking, counter-terrorism and
judicid ingtitutions. These programs will build on the progress made as aresult of prior years assistance.
The SEED regiond budget will fund the U.S. share of the Organization for Security and Cooperationin
Europe (OSCE) and the Office of the High Representative (OHR) missionsin BiH, with the goas of
containing and reducing instability and assigting with post-conflict rehabilitation.

Foreign Military Financing (FMF) funds contribute to United States foreign policy objectives by promoting
peace and stability in Bosnia. FMF funding in FY 2006 will contribute to BiH’ s comprehensive defense
reform effort. BiH enacted defense reform legidation in December 2003 that places both entity armies—
the Army of the Republika Srpska (VRS) and the Federation Army (VF) —under state-level command and
control. Successful implementation of the defense reformswill meet NATO' stechnical requirementsfor
participation in the Partnership for Peace and help create the conditions necessary to further drawdown of
the extraordinary internationa military and civilian presencein BiH. Under the new legidation, dl forces
fall under the operationa command of the BiH Tri-Presidency viaanew Ministry of Defense, Joint Staff,
and Operational Command. In addition to creating these new state-leve ingtitutions, the reforms require
downsizing the entity militaries, limiting conscription, destroying excess wegpons, and divesting surplus
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properties. FMF in FY 2006; will continue these efforts by providing advisory and technical support to the
Peace Support Operation and Training Center, spare parts to maintain and equip arapid-response brigade,
training and equipment for amulti-functional support battaion, and parts for UH-1 helicopters.

In FY 2006, the International Military Education and Training (IMET) program in Bosniawill train officers
and non-commissioned officers (NCOs) working in the state defense indtitutions. IMET activities will
include career development training for junior officers and leadership training for mid-to-upper-leve
defense officids. IMET fundswill also be made available to train properly vetted members of the VRS to
support their participation in the state defense institutionsin amanner consistent with U.S. law and policy.
IMET funding from previous years was used to strengthen state-level defense ingtitutions by training
officerswho agreed to servein a state-level capacity, such asthe Standing Committee on Military Matters
or asaDefense Attachéin aBiH Embassy.

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

In FY 2006, the United States will continue its Nonproliferation, Anti-Terrorism, Demining, and Related
Programs (NADR) Export Control and Related Border Security Assstance (EXBS) program to assist BiH
in establishing an effective export control and enforcement system as part of the U.S. effort to prevent the
proliferation of weapons of mass destruction, their delivery systems, related technologies, and other
weapons. In BiH, NADR-EXBS fundswill purchase detection equipment for border-control training,
support implementation of new dual-use export control regulations, and fund seminars for industry
representatives on export license requirements, including for dual-use items and technology.

FY 2006 NADR Small Armsand Light Weapons (SA/LW) Destruction 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 weaponsthat BiH does not
have the resources to properly secure. FY 2006 NADR Internationa Trust Fund (ITF) fundswill be
channeled through the USG-ITF matching program to support humanitarian mine action in BiH.
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Bulgaria
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FMF 8,450 6,944 19,000
IMET 1,463 1,395 1,400
NADR-EXBS 1,500 500 -
NADR-SALW 500 244 400
Peace Corps 3,214 3,387 3,496
SEED 27,835 27,000 28,000

Bulgaria strandtion to amarket oriented economy and its progress on democratic reforms continuesto
benefit from sustained U.S. assistance. Through its participation in international and regiona security
bodies, Bulgaria has played an increasingly larger role in building international and regional stability over
the past severa years. Bulgariawas akey partner inthe NATO action in Kosovo in 1999 and has provided
military forces to stabilizing operationsin Bosnia, Afghanistan, and Irag. Bulgariajoined NATO in 2004
and continuesits efforts to modernize and professionalize its armed forces for seamless participation in
NATO military activities. In 2004, Bulgaria was Chairman-in-Office of the Organization for Security and
Cooperation in Europe (OSCE). Bulgariahas closed al 30 chapters of its European Union (EU) Acquis
and plansto sign its EU accession treaty in April 2005 and to join the EU on January 1, 2007. U.S.

assi stance supports democratic processes and economic reform. U.S, assstance istargeted at rule of law
and judicia reform, anti-corruption, strengthening small and medium-sized enterprises, financia sector
integrity, and municipal governance and fiscal decentralization.

The Bulgarian Government’ s approval ratings have increased in recent opinion polls, despite persistently
high levels of unemployment and poverty, as well asfdtering hedlth care and pension systems. Genera
elections are scheduled to take place in early summer 2005. Despite the progress made on broad political
and economic issues, much of the generad citizenry, especialy those living outside the major cities, have yet
to fedl the effect of increased job creation and ahigher standard of living.

SEED assistance in FY 2006 will focus not only on judicia reforms but also on enhancing border controls
and largely improving civil security, which will in turn improve regiona security. FY 2006 isthe last year
of new SEED funding for Bulgaria, and the remaining fundswill be targeted accordingly. PreviousU.S.
rule-of-law and anti-corruption programs have facilitated the country's progress towards transparency and
accountability, significantly contributing to the building of democratic ingtitutions. Assstance in economic
reform has resulted in athriving banking sector, while aso improving the commercial regulatory
framework and assisting companies with export earnings potential, which include agriculture, light
manufacturing, information technology and tourism.  We will continue to focus on programs that
strengthen municipal government, thus bringing the democratization processto the local level.

As part of its efforts to prevent the proliferation of weapons of mass destruction, their delivery systems,
related technologies, and other weapons, 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 Bulgaria establish fully effective export controls over sensitive
items. EXBS funds provide advanced licensing training aswell astraining on basic detection, targeting,
and profile techniques for export control enforcement officers at the borders. FY 2006 NADR funding will
be focused on improving industry outreach capabilities through the regiona nonproliferation advisors.
Through the NADR Small Arms and Light Weapons (SA/LW) Destruction Program, we will continue to
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support the destruction of surplus and obsolete SA/LW and associated ammunition remaining in Bulgariaas
alegacy of the Cold War.

Foreign Military Financing (FMF) isavitd éement in the modernization and professionalization of
Bulgaria sarmed forces. Thismodernization is crucid in light of Bulgaria's new status as amember of
NATO and its need to be able to operate in ajoint NATO environment. The mgority of fundswill be
dedicated to upgrading command, control, communications, computers and intelligence (C41) systemsin
order to link Bulgaria sair defense system to NATO' s Integrated Air Defense System (NIADS). This
upgrade will dlow Bulgariato operate asafull partner within NATO, including participation in
peacekeeping and crisis operations. Through contractor-provided consulting services, FMF will dso
improve coordination between the General Staff and the Ministry of Defense and continue defense
modernization efforts. Purchasing equipment to develop niche capabilitiesin such areas as construction
engineering, chemical defense, military police, and field medicine will ensure that Bulgariais meeting
NATO standards, isableto deploy in al conditions, and can maintain minimum interoperability standards.
FMF will also fund much-needed simulation equipment, dramatically increasing levels of training and
raising overall levels of operationa readiness. Bulgariawill be digiblein FY 2006 to receive grant Excess
Defense Articles (EDA) under section 516 of the Foreign Assistance Act.

International 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 military professionaism, civilian/military relations, and national security affairs. IMET training
isfocused on improving Bulgaria s peacekeeping capabilities, gaining familiarity with U.S. methods of
combating terrorism, raising English language proficiency within the military, streamlining C4l, and
strengthening management skills.
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Croatia
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
IMET - 50 50
NADR-EXBS 850 690 910
SEED 24,853 20,000 15,000

The U.S. policy goa of regiona stability in the Balkans depends to a considerable extent on Croatia's
successful trandition to a stable democracy with amarket economy and on resolution of wartime legacies.
Supporting Croatid s entry into Euro-Atlantic ingtitutions, such as the European Union, also serves other
important American interests, such asfighting terrorism, crime, trafficking in persons, and other
transnational threats, aswell as creating a secure and attractive climate for U.S. business.

With U.S. assigtance, the Croatian Government has made significant democratic and economic reforms
since 2000. Continued assistanceis crucia to support Croatia's ongoing transition and resolution of war
legacy issues, including the plight of over 200,000 ethnic Serb refugees.

From the late 1990s until 2000, Support for East European Democracy (SEED)-funded programsin Croatia
focused on democracy-building activities, such astechnical assstanceto local governments, political
parties, labor unions, media and non-governmental organizations (NGOs). 1n 2000, the election of a
reform-oriented government opened the door to further U.S. support for economic restructuring and
revitdization, particularly in war-affected areas, which had been suspended under the Tudjman regime.

Our investment in Croatia s future has brought about meaningful progress toward macroeconomic stability.
SEED assigtance will continue to promote a competitive private sector by strengthening small business and
employment in the agriculture and agribus ness sectors.

SEED-funded programs will help Croatia strengthen democratic ingtitutions and rule of law, and complete
implementation of the Dayton Accords, including full cooperation with the International Criminal Tribunal
for the Former Yugodavia (ICTY) and ajudicial structure that encourages and protects foreign investment.
U.S. assistance builds more effective citizen participation, improves law enforcement and local governance,
and supports the development of avibrant NGO community. SEED-funded initiatives will continueto
support training of leaders at the local level who are reform-minded and responsive to community needs.
SEED funds help to restore basic utilities and community servicesin war-affected areas, and create
incentives for refugeesto return to their homes. In FY 2006, economic revitalization activities will continue
to build on past successesin partner municipaities. SEED funds cover the approximately 14 percent of the
U.S. share of the costs of the Organization for Security and Cooperation in Europe (OSCE) Field Mission to
Croatia

Other donors, including the internationa financia ingtitutions and the European Union, continue to consider
the U.S. assistance program in Croatiato be vitd in preparing the ground for, launching and complementing
their own programs.

In FY 2006, Croatiawill again be éligible to receive grant Excess Defense Articles (EDA) under section
516 of the Foreign Assistance Act. Thetransfer of EDA will help Croatia meet defense requirements and
enhance its ability to participate al ongside Partnership for Peace(PfP)/NATO forcesin crisis-response
operations and other activities.

Pursuant to the American Servicemembers Protection Act (ASPA), because Croatia has not signed an
agreement under Article 98 of the Rome Statute, it has been prohibited since July 2003 from receiving U.S.
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military assistance, including Foreign Military Financing (FMF), International Military Education and
Training (IMET), and Excess Defense Articles (EDA). Prior to 2004, FMF had supported Croatia's force
modernization and interoperability with PfP and NATO forces, the upgrade of Croatia's communications
capabilities, crestion of an Air Sovereignty Operations Center, and creation of an integrated command and
control structure capable of interacting with theintegrated NATO air defense structure.  Prior to FY 2004,
IMET programs exposed Croatian armed forces to Western military doctrine and provided them with the
training and related English language ingtruction necessary to function effectively in amodern, professiona
military force.

As part of our effortsto prevent the proliferation of weapons of mass destruction (WMD), their delivery
systems, and other wegpons, the United States will continue to provide Croatiawith Nonproliferation, Anti-
Terrorism, Demining, and Related Programs (NADR)-funded assistancein FY 2006. NADR Export
Control and Related Border Security Assistance (EXBS) activitieswill help the Government of Croatiato
establish an effective export control system. FY 2006 NADR-EXBS funding will also provide for training
inlicensing and in determining whether an item or technology is controlled. NADR-EXBS fundswill also
provide for advanced enforcement training at the Radiation Academy in Washington State.
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Cyprus

($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
ESF 38,420 13,392 20,000
NADR-EXBS 400 400 200

The United States has alongstanding interest in facilitating a comprehensive settlement on Cyprus. Since
Cyprusissuesinvolve Greece and Turkey -- our NATO dlies -- these issues affect regiona stahility for the
entire Eastern Mediterranean region.

Cyprus has been divided since the Turkish military intervention of 1974, following a coup d'etat directed
from Greece. Since 1974, the southern part of theidand has been under the control of the Government of
the Republic of Cyprus. The Republic of Cyprus joined the European Union in spring 2004. The northern
part of Cyprusisruled by a Turkish Cypriot administration. In 1983 that administration proclaimed itself
the “ Turkish Republic of Northern Cyprus’ (TRNC). The TRNC is not recognized by the United States or
any other country except Turkey. Thetwo parts are separated by abuffer zone patrolled by the United
Nations Peacekeeping Forcein Cyprus (UNFICY P).

U.S. assigtance seeks to reduce tensons and promote a climate that will foster reconciliation and adurable
peace settlement for Greek Cypriots and Turkish Cypriots. The U.S. Congresss abjectivesfor Cyprus, as
reflected in annua appropriationslanguage, include reunification of the idand, reduction of tensons, and
promotion of peace and cooperation between the two communities on Cyprus. U.S. ass stance supports
Congressiona objectives by focusing on increasing and strengthening cooperation and mutua tolerance
between the two communities, supporting initiatives that encourage a comprehensive settlement.

In FY 2006, Economic Support Fund (ESF) resources will support the peace process and eventual
reunification of theidand by increasing bicommunal efforts to build support for solution after the failure of
the United Nations (UN) settlement plan in referendain April 2004. The funding will continue to support
activities to strengthen the Turkish Cypriot economy and economic integration of theidand.

ESF-funded programs include initiatives to reduce economic disparities between the two communities so
that the Turkish Cypriot community can shoulder its share of the economic costs of settlement. ESF-funded
programs include support for economic development, civil society empowerment, good governance,
education, and social and cultural exchange, especially among youth. ESF assistance supporting
reconciliation includes technical assistance for sector-specific activities and implementing partners, related
training and workshops, sub-grants to non-governmental organizations and commodities including
material's, equipment and supplies.

InFY 2006, $1,600,000 is planned to be apportioned directly to the State Department for the Bicommunal
Support Program, managed by the U.S. Embassy in Nicosiafor politically sensitive, shorter-term,
priority/opportunity programsto support reconciliation. A tota of $4,000,000 is planned for transfer to the
State Department for scholarships and short-term training implemented by the Cyprus Fulbright
Commission to support reconciliation.

If apolitical settlement isreached, U.S. assistance will support the terms of the approved peace agreement

in strategic aress, facilitate the trangition, and be directed to the success and viability of the UN-brokered
agreement between the two communities.
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Under the Nonpraliferation, Antiterrorism, Demining and Related Programs (NADR) account, the Export
Control and Related Border Security (EXBS) Assistance Program is helping to establish fully effective
transshipment controlsin Cyprus. FY 2005 EXBS funding provided first-responder equipment and training
to help Cyprus respond to awesgpons-of-mass-destruction(WMD)-related event, aswell as a product
identification tool and associated training to assist in the identification of dual-use goods. EXBS funding
aso helped provide basic training to individuas working in customs and law enforcement fieldsin the
Turkish Cypriot community. Cyprus has madereal progressin the area of export control enforcement,
having established a dedicated Cypriot Customs team to ingpect transshipment container cargo.
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Czech Republic

($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FMF 7,869 5,952 6,000
IMET 2,276 1,900 1,900

Assstance from the United States has contributed to the Czech Republic’ s devel opment into ademocratic,
free-market-oriented NATO dly. The Czech Government, including the smdl but effective Czech Army,
has proven to be a stalwart partner in the Global War on Terrorism, and in peacekeegping missionsin
Europe, Africaand Central Asia. At the beginning of 2005, the Czechs had amilitary police unitin Irag
training Iragi policemen, and ateam of doctors and nurses at the British field hospital in Basra. Therewas
also asmall unit at the airport in Kabul handling weather reports and air traffic control. Over 400 Czech
troops servein Kosovo, and over 60 in Bosnia as part of the European Union’ s Operation Althea. They
have 10 peacekeepers on United Nations missionsin Africaand Georgia. Providing specialized support has
become a priority for the Czech Republic, as shown by these contributions.

The primary U.S. interest continues to be helping the Czech Republic improveits ability to contribute fully
to NATO missions and other operations related to the Global War on Terrorism. FY 2006 funds will focus
on training and equipping the Czech Republic's deployable forces, including Specia Forces, Military
Palice, and nuclear, biologica and chemica (NBC) defense personnd; building asecure, NATO-
compatible command and control system; improving survivability of forces and effective combat
engagement; and supporting reform within the Czech Armed Forces.

Helping the Czech Republic continue to make progressin the area of military modernization will maximize
Czech contributionsto NATO'srole in European security. Robust Foreign Military Financing (FMF) and
Internationa Military Education and Training (IMET) programs are essentia in helping the Czech Republic
redlize NATO forcegoas. FMF is particularly important, asit focuses on increasing the Czech Republic’'s
support capability to deploy or receive forces. Restructuring of the Czech miilitary will need to be
consolidated through training and further organizationa reform. U.S. assistance, in the form of FMF and
IMET funds, will complement the Czech Republic's national resources, grestly increase U.S. influencein
Czech defense policy and procurement decisions/process, and will help the Czech Government stay on
track initsreforms.

FY 2006 fundswill focus on promoting three objectives:

e Continuing to develop and equip deployable forces, to include specidized capabilitiesin the area of
NBC defensive, speciad operations, medical support and military police capabilities.  This support
will include biologica detection equipment, special forces equipment and NBC defense training.

e  Supporting continued defense reform by providing consultants to assist with reform, specificdly inthe
areas of training management, doctrine devel opment, organizationa transformation, and personnel
systems.

e Modernizing and integrating military forcesto support NATO by developing planning systems,
upgrading command and control equipment, and providing simulation tools.

In FY 2006, the Czech Republic will be digibleto receive grants of Excess Defense Articles (EDA) under

section 516 of the Foreign Assistance Act. Thetransfer of EDA will assist the Czech Republic in meeting
its defense requirements and furthering interoperability.
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As part of its efforts to prevent the proliferation of weapons of mass destruction, their delivery systems,
related technologies, and other weapons, the United States has provided substantial Nonproliferation,
Antiterrorism, Demining and Related Activities (NADR)-funded Export Control and Related Border
Security Assistance (EXBS) in the form of a cooperative program to strengthen the Czech Republic’'s
export control system.  Since the Czech Republic has made significant progressin establishing an
effective export control system, no NADR-EXBS funding is being requested specificaly for the Czech
Republicin FY 2006; however, regional NADR-EXBS fundswill continue to fund Czech
participation in regiona export control events, and an EXBS Advisor stationed regionaly will continue
to work with Czech officials on an ad hoc basis.
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Estonia
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FMF 5,979 4,960 5,000
IMET 1,408 1,200 1,200
NADR-EXBS 995 1,000 100

Estoniaand the other two Baltic states of Latviaand Lithuania are important to Northern Europe' slong-
term gtability. Inlight of EStonia s accession into NATO and the European Union in 2004, the country’s
prospects for the future appear promising.  The United States has maintained a significant assistance
relationship with Estonia ever sinceit regained its full independence from the Soviet Union. Now that
Support for East European Democracy Act (SEED) assistance to Estonia has phased out, U.S. assigtanceis
focused on the military and security fields.

Estonia has shown itsdlf to be areliable partner for the United Statesin the Global War on Terrorism and on
other vital foreign policy issues. Estonia has contributed forces to operationsin Iraq and Afghanistan. U.S.
godsfor Estoniaremain the promotion of good-neighborly relations between Estonia and nearby countries,
including Russia, and strengthened cooperation among the Nordic and Baltic countries. Estoniais
interested in sharing its experience in political and economic reform with the Eurasian countries, an effort
that the United States fully supports.

Since regaining its independence, Estonia has faced the difficult task of building its military from the
ground up; U.S. assistance has played akey rolein that process. AsEstoniaalocatesitsresourceson a
priority basisfor its defense needs, aswell asfor its contribution to overall European security and stability,
International Military Education and Training (IMET) fundswill be used to provide professiona military
education for personnel, uniformed and civilian, serving in key positionsin the Nationa Armed Forces and
Ministry of Defense. IMET will continue to expose Estonian officers and non-commissioned officers
(NCOs) to American tactics, doctrine, and leadership -- important elementsin raising their level of
professondism. IMET will aso providetraining for new Estonian English teachers at basic and advanced
levels.

Estonid s efforts to become fully interoperable for participation in NATO and NATO-associated operations,
including peacekeeping, peace enforcement, and humanitarian assistance, will be sustained in part by
Foreign Military Financing (FMF). In FY 2006, FMF fundswill contribute to the establishment of a
standardized, secure-mode-capable, NATO-interoperable communications network for the Nationa -
Strategic-Operations-Tacticd levelsto support Estonid s ahility to deploy and participate in peace and
wartime exercises and operations. In meeting this objective, fundswill be used to equip amilitary
intelligence battalion with modern, NATO-compatible tactical radios, equip the Estonian Nava Fleet with a
Navy tactical information system, and develop asimulation capability, among other projects. FMF funds
will dso sustain previoudy acquired U.S.-origin equipment.

In FY 2006, Estoniawill once again be eligible to receive grant Excess Defense Articles (EDA) under
section 516 of the Foreign Assistance Act. EDA materiel will help Estonia meet national defense
requirements and further its NATO interoperability.

Aspart of its efforts to prevent the proliferation of weapons of mass destruction, their delivery systems,
related technologies, and other weapons, the United States is providing Non-proliferation, Anti-terrorism,
Demining and Related Programs (NADR)-funded Export Control and Related Border Security assistancein
the form of acooperative program to help establish fully effective export controlsin Estonia. FY 2005
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NADR-EXBS funding focused primarily on providing sophisticated equipment to enhance the security of
Estonid sborders. Since Estonia has made significant progressin establishing an effective export control
system, only $100,000 in NADR-EXBS funding is being requested for FY 2006 in order to complete
program activities.

World War Il landmines and unexploded ordnance, as well asthe occasional seamine that washes ashore,

pose asignificant danger to peoplein Estonia. In FY 2005, regiond NADR Humanitarian Demining funds
contributed to saving lives and creating conditions for increased economic growth and productivity.
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Georgia
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FMF 12,000 11,904 12,000
FSA 71,701 86,000 67,000
IMET 1,228 1,200 1,200
NADR-HD 1,500 3,000 3,000
NADR-SALW - - 300
P.L.480 Titlell 2,974 - -
Peace Corps 1,525 1,618 1,754
PKO 3,000 - -

Since the November 2003 “Rose Revolution,” Georgia s new government has mobilized significant
legidative and public support for its mgjor reforminitiatives. The region of Ajara has now been brought
fully under the control of the central government, strengthening Georgias economic viability. Georgia
continuesto play akey rolein furthering U.S. interests and has been a strong supporter in the Globa War
on Terrorism, Operation Iragi Freedom (OIF), and Operation Enduring Freedom. Georgia granted the
United States blanket overflight rights and potential basing permission, and contributed personne to the
U.S. Central Command's (CENTCOM) area of operations. By enhancing Georgia s ability to control its
borders, the United States reduces the risk of conflict in the region and helps block the transit of terrorists
and weapons into and out of the North Caucasus. Furthermore, with the completion of oil and gas pipelines
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.

In recognition of Georgid s rapid improved performancein 16 criteriaareas, Georgiawas one of only 16
countries deemed eligible to compete for Millennium Challenge Account (MCA) fundsin FY 2004 and in
FY 2005. Should Georgia actudly receive MCA funds, implementation would be closdly coordinated with
FREEDOM Support Act (FSA)-funded programs to ensure maximum devel opment effect and poverty
alleviation.

FY 2006 funding will continue to support efforts of the new Georgian Government to undertake the
economic and politica reforms embarked upon after the November 2003 “Rose Revolution.” The funding
will support the new government’ s focus on anti-corruption, good governance, and economic development.
U.S. assistlance to Georgiawill dso enhanceitsterritoria integrity, promote regional security and
nonproliferation, support the rule of law, support market-based economic reform, strengthen civil society,
and help relieve human suffering. In FY 2006, the United States plans to continue arange of security-
related programs to improve Georgias ability to monitor and combat terrorism; deter, detect, prevent, and
investigate the flow of illicit wegpons of mass destruction (WMD), related materials and expertise; prevent
the cross-border illicit transshipment of contraband; and support military reforms.

The FSA-funded Georgia Border Security and Law Enforcement (GBSLE) Assistance Program will
continue to provide necessary equipment (such as radios, remote sensors, surveillance 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 Georgiasland and sea
borders. The GBSLE Program will continue to enhance Georgian capabilities to monitor and control
territoria borders, patrol internal checkpoints, and prosecute criminals and terrorists. In addition, this
program will continue to enhance interoperability between Georgian security forcesand U.S. and Coadlition
forces. GBSLE assistance will include support for uniforms, transportation, infrastructure upgrades,
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training, command/control/communications, vessels and aircraft, pares and maintenance, radar and
facilities operation and management, and new tactical utility vehicles.

The U.S. enjoys extensive security cooperation with Georgia. Asour partner in theinternationd coalition
againgt terrorism, Georgia has provided peacekeeping forcesto Irag and has submitted an Individualized
Partnership Action Plan (IPAP) to NATO. The centerpiece of U.S.-Georgian security and counterterrorist
cooperation has been the U.S. training of five Georgian battaionsin the high-profile Georgia Train and
Equip Program (GTEP), which ended in FY 2004. InFY 2006, Foreign Military Financing (FMF) will
sustain and bolster the high level of battalion level operationd capability attained during the course of
GTEP.

FY 2006 FMF will be used to provide follow-on training and equipment (including uniforms and personal
soldier packs) to the unitstrained under GTEP, dso serving in OIF, and will also sustain the GTEP training
base. Inaddition, FMF will fund contractors to work daily with Georgian leadership and forcesin order to
plan and enact necessary defense reforms. FMF fundswill aso provide for the maintenance of the UH-1H
“Huey” class helicopter program. Providing training and equipment for previoudy provided UH-1H
helicopters will increase the Georgian Armed Forces' capability to respond to threats.

The IMET program will be used to support and provide training related to the UH-1H program. In
addition, IMET fundswill be used to support the U.S. advisory program to the Georgian Defense Ministry
and Armed Forces. Our advisory program will ensure that Georgia has the benefit of U.S. expertisein
attaining their god of an effective, NATO-interoperable military.

In FY 2006, Georgiawill be digible to receive Excess Defense Articles (EDA) on agrant basis under
Section 516 of the Foreign Assistance Act. Thetransfer of EDA will assist Georgiain meeting its defense
requirements and furthering itsinteroperability.

FSA funds provide training and equipment to give Georgia the necessary capability to prevent the spread of
dua -use equipment and technology. Additiona ass stance through the FSA-funded Civilian Research and
Deve opment Foundation (CRDF) and the Nonproliferation, Anti-terrorism, Demining and Related
Programs (NADR)-funded Bio/Chem Redirect Program and Science Centers Program provides peaceful
research and employment opportunities for former-Soviet weapons expertsin Georgia, with aview to
preventing the spread of their expertise to rogue states or terrorist organizations. These research activities
include projects focused on HIV/AIDS and tuberculosis, aswell as activities that engage Georgian,
Azerbaijani and Armenian scientistsin regional collaboration, prominently in seismic risk assessment. The
Bio/Chem Redirect Program channels NADR Nonproliferation of WMD Expertise funds to support
collaborative research involving Georgian scientists with experts from the U.S. Environmental Protection
Agency (EPA) and the Department of Health and Human Services (HHS) Biotechnology Engagement
Program (BTEP), contributing to the U.S. pursuit of countermeasuresto biological and chemical weapons.

Georgid s new political environment is providing new opportunities for anti-corruption, law enforcement,
and judicid reform efforts. FY 2006 FSA funding will support initiatives to improve the professional
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

devel opment through assistance for curriculum development and training; support steps to address money
laundering and to implement the Criminal Code; continue judicia reform programs; and continue to
support research on crimina justice issues by Georgian academics for use by Georgian decision-makers.

In FY 2006, FSA-funded demaocracy programs will build on the momentum of the recent changes. Non-

governmental organizations (NGOs), many of which have benefited from U.S. assistance, are numerous
and active, asareindependent media.  FSA fundswill continue to support civil society programs,
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development of an independent judiciary, and governmental ingtitutiona reform at both the locd and
nationd levels. FSA-funded economic reform programswill support the Georgian Government's efforts to
reform the country'slegal and regulatory systems, privatize the economy, implement budgetary reforms,
achieve fisca stability, and fight corruption. The U.S. will continue to support development of private-
sector markets, including continued land reform and privatization of government assets. Assistanceto the
new Georgian government will continue to help them increase revenues, especialy in the areas of budget,
energy, and revenue collection. FSA funding in FY 2006 will continue to support programs devoted to the
non-governmental sector, including agriculture, and business support and credit programs that help small
and medium-sized private businesses.

In FY 2006, FSA-funded humanitarian programswill continue to provide critical medical and emergency
help to refugees, interndly displaced persons (IDPs), and other impoverished personsin underserved and
remote areas of Georgia. U.S. organizations working with the U.S. Government in partnership with the
Government of Georgiaand local NGOs will administer basic medical services and provide essentia
medicines, clothing and food to refugees, IDPs, children, the elderly, and other vulnerable populations.
Thisassistanceisintegral to aleviating poverty and preventing widespread health problems and suffering in
the populations beyond the reach of limited local government socia welfare programs.

The United States a so provides humanitarian assistance through the NADR-funded Humanitarian
Demining Program (HDP). In FY 2006, the HDP will continue to address the threat of landmines and
unexploded ordnance from the civil conflict in and around the Abkhazia region of Georgia. Past funding
has aready helped to train and equip ateam of Georgian deminers to United Nations standards, but much
more work needsto be done. The NADR-funded Small Arms/Light Weapons Destruction program plans
to provide assistancein FY 2006 to reduce Georgia s vast surplus of theseitems.
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Greece
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
IMET 568 1,000 600

A key NATO dlly, Greeceis strategicdly located near Balkan and Middle East trouble spots, and is
essentid to the ability of the United States and other dlies to respond to contingenciesin Southern Europe
and further east. The U.S. nava basein Crete has played apivota rolein recent U.S.-led military coalition
operations. Greece has given full support to Operation Enduring Freedom and has pledged over $3.6
million for assstance to Afghanistan. Greek forces are serving with NATO in Afghanistan. Astheonly
country in its region belonging to both NATO and the European Union, Greeceisarole modd for its
neighbors, aswell asaleading participant in international effortsto promote democracy, stability, and
development in Southeastern Europe. Greece dsoisessentid to U.S. effortsto promote a solution on
Cyprus and, more broadly, to encourage the peaceful resolution of disputesin the Aegean region.

The United States seeks to help Greece fulfil its NATO responsibilities, strengthen international cooperation
on counterterrorism, and take steps that facilitate U.S. businessinterests. In FY 2006, the Internationa
Military Education and Training (IMET) program will continue to promote the professionalization of the
Greek military, and thus U.S. interests, through the training of Greek officersin the United States, thereby
establishing cooperative relations with the U.S. military. Prior-year IMET funds have hel ped Greece
maintain a modern military capable of meeting the country’s NATO commitments. Furthermore, IMET
indirectly promotes the use of U.S. defense-rated articles, thereby enhancing NATO equipment
standardization goals.

Greece continues to take positive steps to reduce military tensonswith Turkey, as apart of the general
rapprochement in relations between the two countries.

Conggtent with its readiness needs and NATO obligations, Greece dso isarecipient of Excess Defense
Articles (EDA). It will again be digibleto receive grant EDA in FY 2006 under Section 516 of the Foreign
Assstance Act. Thetransfer of grant EDA to Greece accords with U.S. and NATO effortsto strengthen
regiona stability in Southeastern Europe and the Eastern Mediterranean. In view of Greece's srategic
location, the United Statesin recent years has asked Greece to become amore active participant in key
regional peacekeeping missionsin Albania, Bosniaand Kosovo. Asan active member of the Multilateral
Peacekeeping Force Southeast Europe, Greece may also use EDA in related regiona missions, all of which
are designed to promote stability in the region.
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Hungary

($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FMF 6,938 5,952 4,000
IMET 2,044 1,900 1,575

U.S. assigtance has helped Hungary develop into astable, democratic, market-oriented NATO aly and
member of the European Union that actively participatesin NATO operations, thereby contributing to the
security of the entire Central European region. Hungary has contributed to international community efforts
in the Balkans, Irag, Afghanistan and participatesin anumber of United Nations peacekegping missions.
Hungary has also been an dly in the Globa War on Terrorism. The Hungarian Government has been
supportive of Operation Enduring Freedom and has stationed Hungarian troopsin Iraq throughout 2004.
Hungary's ruling codlition supported extending the mandate for its troopsin Iraq into 2005; however, the
opposition effectively blocked that measure. Nonetheless, the Hungarian Government does not need
parliamentary approvd to deploy troops on NATO missions, and it has Iready offered to take part in the
NATO Training Mission in Irag beginning in 2005. Hungary reinforced its presence in Afghanistan by
sending a reconnaissance unit in September 2004. Hungary has also supported counter-terrorism training at
the Support for East European Democracy (SEED)-funded International Law Enforcement Academy
(ILEA) in Budapest. Hungary was one of the first wave of graduates from bilateral SEED Act support;
Hungary will not receive SEED assistancein FY 2006.

FY 2006 Foreign Military Financing (FMF) and Internationa Military Education and Training (IMET)
assistance will be used to devel op military capabilities that contribute to NATO Force Goals and increase
interoperability. Current FMF funds have been dlocated to address these larger god's, which are being
addressed through the following projects:

o Ingallation of amultiple integrated laser engagement system (MILES) at the future national training
center at Varpaota.

e Continuing contractor-provided defense advisory serviceswith afocus on: (1) helping Hungary meset
its NATO Force Goal's and enhance its ability to deploy out-of-country expeditionary forces, (2)
enhancing noncommissioned officer (NCO) reform and devel opment; (3) creating amore transparent
and useable defense planning system; and (4) furthering Hungary’ s progress toward the cregtion of a
professiond military.

e Purchase of high-frequency/very-high-frequency radios for improved communication with forces

deployed abroad.

Modernizing and sustaining the FM F-supported Air Sovereignty Operations Center.

Sustaining an ldentification Friend-or-Foe (IFF) system for fixed- and rotary-wing aircraft;

Establishing an English-language program at the Ministry of Defense's Nationa Defense University;

Providing rugged laptop computers; and

Facilitating the purchase of nuclear, biological and chemical (NBC)-related medica equipment.

IMET funds have complemented FM F assistance by supporting the larger goals of interoperability with
U.S. forces, fostering NATO integration, and defense reform by providing much-needed exposure to
American doctrine, tactics and leadership skills for Hungarian officersand NCOs.

With the help of previous U.S. Nonproaliferation, Antiterrorism, Demining and Related Programs (NADRY)-

funded Export Control and Related Border Security (EXBS) Assistance, Hungary has made significant
progress toward establishing an effective export control system. Hungary has maintained a strong
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nonproliferation record over the last several years, implementing stringent legal controls on exports of dual-
use equipment and arms. Although there isno NADR-EXBS request specifically for Hungary in FY 2006,
regiona NADR-EXBS fundswill continue to support Hungary’ s participation in regiona export control
events, and aregiondly based EXBS Advisor will cooperate with Hungarian officials on an ad hoc basis.

In FY 2006, Hungary will continue to be eligible for Excess Defense Articles (EDA) on agrant basis under

Section 516 of the Foreign Assistance Act. Thetransfer of EDA will assist Hungary in meeting its defense
requirements and enhancing its interoperability.
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Ireland

($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
ESF 21,870 21,824 12,000

A permanent political settlement in Northern Ireland remains a priority foreign policy goal of the United
States. The United States supports full implementation of the Good Friday Agreement, which providesa
framework for lagting peace and reconciliation in the region.

The Economic Support Fund (ESF) supports two programs which contribute to the peace process. the
International Fund for Ireland (IF1) and the Irish Peace Process Cultural and Training Program (also known
asthe Walsh Visa Program).

The IFl was established in 1986 by the British and Irish Governments to promote economic and socia
advancement and encourage contact, dialogue and reconciliation between nationdists and unionists
throughout Irdland and Northern Irdland. In addition to the United States, the European Union, Canada,
Audtradia, and New Zealand have contributed to the Fund, athough neither Australianor New Zedland isan
active donor. The U.S. contribution to the Fund helps foster cross-community interaction, economic
regeneration, and job opportunitiesin Northern Ireland and the border counties of Ireland.

Reconciliation projects and economic development will be supported from the FY 2006 request level of
$8,500,000. Disbursements from the Fund are made in support of equdity of opportunity and
nondiscrimination in employment, addressing needs in both Catholic and Protestant communities and
encouraging cross-community cooperation. Asameasure of the Fund's success, between 1987 and
September 2004, about 5,500 Fund projects created over 42,000 jobs. Over 800 organizations have been
assisted to promote socia and economic devel opment, involving more than 9,000 community leaders.
Continued U.S. support underpins U.S. efforts to create an enduring, sustainable peacein Northern Ireland.

A total of $3,500,000 in ESF funding is requested for the Walsh Visa Program, which is aso dedicated to
supporting economic regeneration and peace and reconciliation in Ireland and Northern Ireland. The
October 1998 law establishing this program was designed for young residents of Northern Ireland and the
border counties of Ireland, to enable them to “develop job skills and conflict resolution abilities.” Those
meeting the program criteria are digible for non-immigrant visas enabling them to work for up to three
yearsin the United States to gain job experience and work skills.

Thefirst group of Walsh Visa Program participants entered the United States in March 2000, and the most
recent group arrived in September 2003. In November 2004, Congress renewed the program through FY
2008. FY 2006 funding will provide continued support and monitoring for current Walsh participants until
their return home.
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Kazakhstan
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FMF 2,980 4,960 5,000
FSA 33,342 26,690 26,000
IMET 1,233 1,000 1,000
NADR-EXBS 2,000 2,000 1,400
NADR-SALW - 500 700
Peace Corps 2,312 2,686 2,874

The United States seeks to promote Kazakhstan' s devel opment as a stable, independent, democratic,
market-oriented and prosperous state that has good relations with its neighbors and strong linksto the West.
Kazakhstan has vast hydrocarbon reserves and isthe largest Central Asian state, sharing borders with
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 Iraqi
Freedom, contributing soldiersto Coalition forces.

Key U.S. interestsin Kazakhstan include the following: (1) building on the Kazakhstani Government’s
commitmentsto 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, market-based, transparent devel opment of
Kazakhstan’ s hydrocarbon resources, diversified routes for oil and gas exports to world markets, a
favorable investment climate for U.S. firms, and integration of Kazakhstan into the world trading system;
and (4) supporting efforts to enhance Kazakhstan' s capabilities to manage its borders and counter the
transport of illicit drugs produced in Afghanistan.

FY 2006 FREEDOM Support Act (FSA) fundswill continue to provide support for smal and medium-
sized enterprises (SMES), improved management of critical naturd resources, primary hedlth care, fighting
infectious diseases, and strengthening civil society and citizen participation in the political processes. In
addition, FSA-funded programs will continue to support nonproliferation cooperation and improvementsin
law enforcement and counter-narcotics capabilities.

The Administration has devel oped a phase-out plan for FSA-funded economic reform programsin
Kazakhstan that includes a plan for cost-sharing with the Government of Kazakhstan (GOK). The decision
to draw-down FSA-funded support in this area was based on the adoption of objective, quantifiable
indicators of the progress of reformsin the democratic, economic and socia sectors. Asapart of this
interagency process, FSA-funded economic reform assistance in Kazakhstan is expected to be phased out
by FY 2009. Under the U.S.-Kazakhstan Partnership for Economic Development (PED), the GOK will
sharein the costs of the U.S. Government's economic assistance programs and will play agreater rolein
their design and impelmentation. As the flow of revenue from Caspian oil increases over the next few years,
the GOK will be expected to share the cost of technical assistance and training in abroad range of areas.

Digparities in income between socio-economic groups and between oil and non-oil producing regions
continue to grow in Kazakhstan. Private-sector development programs are crucia to our effortsto help
diversfy the country’s sources of economic growth, and will continuein FY 2006.

A significant recent development in the regiona e ectric power sector isthe GOK'sinterest in making
investments in the hydropower infrastructure of the neighboring Kyrgyz Republic in order to offset
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projected energy shortagesin southern Kazakhstan. The U.S. Government will assist the GOK in regiona
energy trading by supporting negotiation of regiona agreements based on internationa standards and
supporting the implementation of those agreements.

FSA-funded hedlth care reform programs are facilitating the implementation of systemic changesto create a
higher quality, user-friendly, more cost-effective primary healthcare system in select regions of Kazakhstan.
Increased momentum for health sector reform was generated in FY 2004 by President Nazarbayev' s cal for
reform, adoubling of the Government of Kazakhstan health budget, and the passage of nine key pieces of
legidation. FSA-funded programsintroduced evidence-based medical practices, worked to improve
medical and nursing education, and addressed infant, child, and materna health issues. With the help of
U.S. assigtance, over one-third (37%) of the population was voluntarily enrolled in primary hedlth care, and
31% of health providers were paid, thanksto the introduction of new financing systems.

Kazakhstan’ s progress towards demaocracy continues to be uneven. The 2004 parliamentary dectionsfell
short of the international standards to which Kazakhstan has committed itself. While the registration of
opposition parties and improvements to the election law were signs of progress, anumber of aspects of the
law were not implemented effectively or impartialy, and there were serious shortcomingsin voter lists,
candidates accessto media, and the tabulation of voting results. Although President Nazarbayev vetoed a
new medialaw that would have severely restricted electoral and other coverage, media outlets critica of the
President faced excessive libel judgments and damage demands; anew draft medialaw is currently under
consideration. Inthe face of these challenges, FSA-funded democracy assistance programs are designed to
help maintain citizen participation through support for political processes and ingtitutions, strengthen
grassroots civic organizations, and develop more effective, responsive and accountable local government.

The U.S. will continue to provide assistance to independent broadcast and print mediain Kazakhstan.
Programswill help independent broadcast media adhere to the country's broadcast and production laws,
thereby decreasing the chances of legal challengesimpeding their operations. The U.S. will dso support
locd human rights defenders, government plansfor judicia reform, and activities to promote afree and fair
electora process. A loca government reform project will continue to work to promote citizen participation
and improve loca governments' responsivenessto citizens; this program has been successful in addressing
difficultieswith the privatization of housing. The U.S. will aso continueitswork to strengthen non-
governmental organizations by providing them with training, technical assistance and small grants.

With the dissolution of the Soviet Union, Kazakhstan became a de facto nuclear weapons sate. After
achieving itsindependence, K azakhstan began to work cooperatively with the United States and othersto
dismantle Soviet-eranuclear, biological and chemica weaponsinfrastructure and redirect related expertise.
U.S. nonpraliferation assistance programs address these potential sources of proliferation. FY 2006 FSA
and Nonproliferation, Anti-terrorism, Demining and Related Programs (NADR) fundswill continueto help
prevent, deter, detect, investigate and interdict threats of proliferation; ensure the security of nuclear
materias, redirect former Soviet weapons expertise to peaceful projects, and enhance Kazekhgtan's
capabilities and infrastructure to control exports and secureits borders. A high-profile example of bilateral
cooperation includes our work with Kazakhstan to render irreversible its decision to decommission the
Soviet-built BN-350 breeder reactor in Aktau. FY 2006 NADR Small Armg/Light Weapong/Light
Weapons (SA/LW) Destruction funds will help stop the proliferation of these items from Kazakhstan by
supporting physical security upgrades at weapons storage sites, aswell as the destruction of excess SA/LW.
In FY 2006, the development of Kazakhstan's maritime border security capabilities, funded by NADR and
FSA assistance, will continue to be a priority. The Export Control and Related Border Security (EXBS)
Assistance Program will continue to sponsor training programs on building effective legal export controls;
border searches counter-proliferation awareness; and international border interdiction training for
Kazakhstan's border security officials.
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Kazakhstan isa significant beneficiary of NADR Nonproliferation of WMD Expertise assistance, managed
by the Bio/Chem Redirect and Science Centers Programs. Kazakhstan is a party to the International
Science and Technology Center (ISTC). The Science Centers program is funding a project at the Pavlodar
Chemicd Plant, in which the U.S. Department of Energy's (DOE) Initigtives for Proliferation Prevention
will fund participation by U.S. national laboraties. The State Department’ s Bio/Chem Redirect Program
will fund additional projects a Pavlodar, involving experts from the U.S. Environmental Protection Agency
(EPA), and at the environmental monitoring laboratory in Stepnogorsk, where over 100 former biological
weapons researchers are engaged in trangparent work.

Kazakhstan’ s law enforcement agencies are poorly equipped and in need of reform and improvementsin
their capabilities. Kazakhstan's lengthy borders are inadequately monitored. Legidation criminalizing the
financing of terrorism has yet to be adopted, previoudy enacted legidation criminalizing money laundering
needs improvement, and there is no central financia intelligence unit to track suspicious financia
transactions. The U.S. Government is supporting a project to improve border controls on the southern
Kazakhstani border, modernize statistics collection, train financia investigatorsin money laundering related
to narcotics trafficking, and begin assistance and training to selected border guard and police units on the
northern and southern Kazakhstani borders focused on intercepting narcotics.

FY 2006 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 aimed at narcotics trafficking and other organized
crimina activities. FY 2006 funding will also support efforts to encourage modernization of Kazekhstan's
law enforcement agencies and improved respect for the rights of suspects and prisoners and will support
greater bilateral cooperation between Kazakhstani law enforcement agencies and the U.S. Drug
Enforcement Administration and other U.S. law enforcement agencies.

Although it is not requesting resources specifically for Kazakhstan in FY 2006, the NADR Antiterrorism
Assistance (ATA) Program will continue to useitsregiona funding to provide training to Kazekhstani law
enforcement and security e ements engaged in the prevention of terrorism.

FY 2006 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 continueto
provide assi stance to the Peacekeeping Battaion and help support development of arapid reaction brigade
near the Cagpian ail field in Atyrau. This brigade will enhance Kazakhstan's capability to respond to major
terrorist threatsto oil platforms or borders, while also enhancing itsinteroperability with NATO, U.S., and
Codlition forces. FMF fundswill support the purchase of equipment for a special operations unit in the

Caspian region.

FY 2006 International Military Education and Training (IMET) fundswill help facilitate greater
professiondism and reform of the armed forces. English-language training will continue to foster
cooperation and interoperability, especially with regard to the peacekeeping battalion and rapid reaction
brigade. IMET isthe vehicle through which the U.S. will continue to expand its security relationship with
Kazakhstan through military integration and promotion of interoperability.

In FY 2006, Kazakhstan will be digible to receive Excess Defense Articles (EDA) on agrant basis under

Section 516 of the Foreign Assistance Act. Provison of EDA will help Kazakhstan meet its defense
requirements and further itsNATO interoperability.
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Kosovo
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
SEED 78,534 75,000 72,000

Since the end of the conflict in 1999, the United States hasworked closely with itsinternationa partnersto
actively promote political and economic stability in Kosovo. In linewith United Nations Security Council
Resolution (UNSCR) 1244, the U.S. Government continues to work with the UN Interim Administration
Mission in Kosovo (UNMIK) and the Provisiona Ingtitutions for Self-Government (PISG), while
encouraging the continued transfer of respongbilitiestothe PISG. U.S. assistanceis designed to help the
PISG meet the Standards for Kosovo. These standards, deemed crucial to Kosovo'sfunctioning asa
stable, multiethnic, and democratic society, include the development of functioning demacratic ingtitutions,
rule of law, freedom of movement, sustainable return of refugees and displaced persons, a market-based
economy, property rights, direct diaogue with Belgrade, and professiondization of the Kosovo Protection
Corps.

FY 2006 Support for East European Democracy (SEED) fundswill continue to support projects that
strengthen democratic ingtitutions, promote rule of law and good governance, and develop amarket
economy integrated with the region and the rest of Europe. SEED assistance aims to solidify stability and
democracy within Kosovo in order to hasten the day when the NATO-led Kosovo Force (KFOR), which
currently includes approximately 1,800 U.S. troops, can withdraw. Given the importance of law
enforcement and administration of justice, the United States will continue to support the UNMIK
International Police Force and to train and equip the Kosovo Police Service (KPS), which isincreasingly
taking on expanded investigative processes, including againgt organized crime.

Ingtitution building, particularly in the areas of democracy, rule of law, and the economy, will remain
important components of SEED-funded assistancein FY 2006. U.S. support will continue to increase the
capacity of the PISG and municipa-level governments through training, advisors, and other support. SEED
assistance will also be provided to strengthen independent media, civil society organizations, and youth and
civic leaders. Support to the KPS and the Kasovo justice system will build capacity in therule of law. To
promote Kosova's economic recovery and integration into the regiona economy -- afundamental objective
of U.S. assistance -- the U.S. Government is providing technical assistance and advisors a both the central
and local levelsin key areas such as budgeting and finance, commercial law, privatization, energy
infrastructure, and private enterprise development. U.S. assistance will be designed to support asustainable
return and reintegration processin Kosovo, largely by helping the PISG meet the Standards for Kaosovo,
which will facilitate Kosovo's development into astable, multiethnic society.

In addition, SEED funds cover the U.S share (gpproximately 14 percent) of the costs of the Organization for
Security and Cooperation in Europe (OSCE) field mission in Kosovo (OMIK). In Kosovo, OMIK playsan
integral roleas UNMIK’s Pillar 111, under which it is charged with oversight of institution building and
human capacity building activities, including the training of the KPS, building ingtitutions responsible for
€lection supervision, and the monitoring, protection and promotion of human rights.
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Kyrgyz Republic

($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FMF 4,075 1,984 2,000
FSA 36,238 31,000 30,000
IMET 1,047 1,100 1,100
NADR-EXBS 500 500 810
Peace Corps 1,669 1,848 1,828

The United States seeks to hel p the Kyrgyz Republic become ademocracy that 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 raises living standards through economic opportunity, education and hedlth
care. The Kyrgyz Republicis providing crucia support for Codlition forcesin support of Operation
Enduring Freedom, and the Global War on Terrorism, most hotably in hogting the Coalition airbase at
Manas.

U.S. assistance to the Kyrgyz Republic seeks to enhance its sovereignty and territorial integrity, increase
democratic participation and civil society, support economic reform and devel opment, improve observance
of human rights protections, help prevent weapons proliferation, and more effectively combat transnationa
terrorism and transnational criminal activities including drug trafficking, and trafficking in persons.

In FY 2006, the United States plansto continue FREEDOM Support Act (FSA)-funded economic and
technical assistance for small and medium-sized enterprise development, civil society strengthening, and
hedlth reform. Efforts to improve the capabilities of Kyrgyz law enforcement agenciesto intercept major
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 FSA, Nonpraliferation, Anti-terrorism, Demining and Related Programs (NADR), Foreign Military
Financing (FMF) and International Military Education and Training (IMET) accounts.

FSA-funded economic assistance helps create free and viable markets where microenterprises and small
and medium-sized enterprises (SMEs) can thrive. FSA-funded programs have helped the Kyrgyz Republic
make progress in tax reform and government budget processes. Credit financing supports microenterprise
and SME development. FSA programs have also hel ped the Kyrgyz Republic become aregional leader in
hedlth care reform.

There were neither great setbacks nor significant advances in democratic reform in the Kyrgyz Republic
during 2004. Incidents of government harassment of non-governmental organizations (NGOs) continued to
occur. Whilelibd suits against the media have effectively ended, severd independent media outlets have
been bought by pro-government interests. Officid corruption continued to be an issue, despite the
formation of aNational Council on Good Governance. Reformist and anti-reform elements within the
Kyrgyz Government continued to struggle for dominance. A pro-government political party increased in
size and influence during the year, presenting a chalenge to the large number of smaller parties, most of
which lack strong platforms or congtituencies. A new eectord code was adopted that contains
improvementsin some areas, but gtill falls short of international sandards. Nevertheless, the Kyrgyz
Republic remained the most open and free society in Centrd Asia

Parliamentary and presidential elections scheduled for 2005 present an historic opportunity for the Kyrgyz
Republic to be amodel for peaceful, democratic transfer of executive power in the region. President
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Akayev has stated publicly that he will step down at the end of histerm in office in 2005, opening the
possibility of afurther transition toward democracy. In FY 2005 and 2006, FSA-funded democracy
assistance will continue to support nonpartisan training for political parties aswell as civil society and
independent media development, with afocus on promoting free and fair parliamentary and presidential
elections. Programsto work with local governments and citizens to strengthen the accountability of
government will so continue, aswill U.S. assstance in the field of education, including programs focusing
on civic education, basic education, and the continued development of the American University of Central
Asia(formerly the American University of Kyrgyzstan).

The FSA and NADR accounts will continue to fund peaceful scientific activities by former weapons
scientists. Through the Export Control and Related Border Security (EXBS) Assistance Program, whichis
funded under the FSA and NADR accounts, the U.S. will continue to work with the Kyrgyz Republic to
deter, detect and interdict weapons and technology of proliferation concern by establishing export control
laws, regulations, licensing and enforcement mechanisms. The U.S. will also continue to provide support to
enhance the Kyrgyz Republic's border security capabilities through the Aviatior/Interdiction Project. The
regionaly funded NADR Anti-Terrorism Assstance (ATA) Program will continue to provide counter-
terrorism training to Kyrgyz law enforcement and other security personne to bolster the country's ability to
maintain security at home and to participate in the Globa War on Terrorism. Kyrgyz ingtitutes with
weapons-of-mass-destruction (WM D)-relevant expertise in human and animal disease, seismic testing, and
radiological environmental effects will continue to receive support from the NADR Nonproliferation of
WMD Expertise account. Through the Kyrgyz Republic's membership in the International Science and
Technology Center (ISTC), the U.S. provides grants for peaceful research, training in proposal writing, and
information technology and travel support for professiona networking to Kyrgyz scientists with WMD-
relevant expertise.

The Kyrgyz Republicisamgjor transgit country for illega 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 terrorist entities. A substantial amount of FSA-funded U.S. law enforcement
assstance to the Kyrgyz Republic istherefore aimed at improving the interdiction and enforcement
infrastructure and training of counter-narcotics units. FY 2006 FSA fundswill further expand law
enforcement assistance programs to address the rapidly growing narcotics smuggling out of Afghanistan
and the very poor state of Kyrgyz law enforcement equipment, training and practices. FY 2006 FSA
funding will provide support for the operations of the new Kyrgyz Drug Control Agency, which will be
staffed by vetted Kyrgyz personnd. FSA-funded assistance will also be provided for further law
enforcement agency reforms, including reforms to ensure proper treatment of suspects; for continued
development of thejudicia sector; for expanded border control improvements; for work with Kyrgyz
prosecutors; and for improvements in the Kyrgyz government’ s ability to detect and halt money laundering
and terrorist financing.

Foreign Military Financing (FMF) will be devoted to arange of projects aimed at reinforcing the Kyrgyz
Republic’ s capability to combat terrorist insurgents moving through the region, establishing greater internal
security, and promoting regional stability. FMF will sustain the professionalization of the Kyrgyz Armed
Forces and will promote interoperability. FMF will aso fund the purchase of radiosand provide
infrastructure support for rapid reaction forces to enhance their modernization and professionalization;
radios, ground stations and associated equipment for peacekeeping units; and training and infrastructure
support for noncommissioned officer corps modernization and professiondization.

International Military Education and Training (IMET) fundswill help facilitate greater professionalism and
reform of the Kyrgyz Armed Forces and provide English languagetraining. Specia forces and English
language training for border guards will help combat the continuing threat of terrorists and insurgentsin the
Kyrgyz Republic and across the region, aswell as promote interoperability. In FY 2006, the Kyrgyz
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Republic will continue to be digible to receive Excess Defense Articles (EDA) on agrant basis under
section 516 of the Foreign Assistance Act. EDA transferswill help the Kyrgyz Republic to meet its defense
requirements and further itsNATO interoperability.

Continuing in FY 2006, FSA-funded humanitarian programswill provide critical medica and emergency
help to impoverished personsin underserved and remote areas of the Kyrgyz Republic. U.S. organizations
working with the U.S. Government in partnership with the Kyrgyz Government and local NGOs wiill
administer basic medical services and provide essential medicines, clothing and food to children, the elderly
and other vulnerable populations. This assistanceisintegral to aleviating poverty and preventing
widespread hedth problems and suffering in populations beyond the reach of the limited socid welfare
programs being implemented by loca governments.
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Latvia
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FMF 6,496 4,960 5,000
IMET 1,337 1,200 1,200
NADR-EXBS 2,185 1,000 100

Latviaand the other two Bdltic states of Estoniaand Lithuania are important to Northern Europe’ slong-
term gtability. Inlight of Latvid s accession into NATO and the European Union in 2004, the country’s
prospects for the future appear promising. The United States has maintained a significant assistance
relationship with Latvia ever since it regained its full independence from the Soviet Union. Now that
Support for East European Democracy Act (SEED) assistance to Latvia has phased out, U.S. assistanceis
focused on the military and security fields.

U.S. godsfor Latviaremain promoting good-neighborly relations between Latviaand nearby countries,
including Russia, and strengthened cooperation among the Nordic and Baltic countries. Latviaisinterested
in sharing its experiencein politica and economic reform with the Eurasian countries, an effort that the
United States fully supports.

Latviahas proven itsdlf to be ardiable partner for the United Statesin the Globa War on Terrorism and
other high-priority foreign policy issues. InFY 2006, U.S. defense and military assistance programs will
provide materid aid and training, complement alied and partner-state support for Latvia by facilitating
Latvias participation in multilateral projects, and strengthen the professionalism of the country’ s defense
establishment.

Latvid s military has had to start from amost nothing after the country regained its independence.
Nevertheless, in little more than a decade, it has become aterritorial defense force cagpable of taking part in
international operations. Latvia contributes personnel in Irag, Afghanistan and the Balkans. Progress by
the Latvian Government in devel oping its force and procuring significant new defense materidl is affected
by limited availability of national funding. However, the Government of Latviais committed to annua
allocations for defense spending at two percent of GDP through 2008. The chief goals of the Latvian
military are to enhance military professionalism and NATO interoperability. At the sametime, essentia
sdary reforms and quality-of-life projects, such asimproved housing, which are necessary for building a
professiond force, have been high priorities and will continue to consume alarge part of initial budget
increases.

Foreign Military Financing (FMF) isacritical factor in Latvid s effortsto make its military more
interoperablefor U.S. and NATO-associated operations, including exercises, peacekeeping, peace
enforcement, and humanitarian assistance. In FY 2006, FMF will be used to further develop and sustain
Latvia s command, control, communications, computers and intelligence (C41) capabilities by outfitting the
Latvian Armed Forces with modern communications equipment, among other projects. FMF will also
support the continued devel opment of the Regional Air Space Initiative and Baltic Air Surveillance
Network (BALNET), including the sustainment of Latvia s Air Sovereignty Operations Center (ASOC)
and procurement of navigationa aids, support equipment and components for arefueling station system at
Riga International Airport. Both initiatives will enhance Latvia's ability to meet national support
requirements for NATO aircraft operations. FMF will also be used to provide equipment to specia
operations, counter-terrorist and other special purpose forces, and to sustain previoudy acquired U.S.-origin
equipment.
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The International Military Education and Training (IMET) Program also supports Latvia s reform efforts.
In FY 2006, IMET will focus on providing military education for Latvian personnel serving in key
positions within the Latvian Ministry of Defense and Armed Forces. Other programs to be funded include
basic and advanced courses for officersin highly specidized areas, coursesfor Latvian border guards, and
assstance in the development of an English language training center.

In FY 2006, Latviawill again be digibleto receive grant Excess Defense Articles (EDA) under section 516
of the Foreign Assstance Act. Articlestransferred to Latviaunder EDA will help it in meeting defense
requirements and achieving NATO interoperability.

As part of its efforts to prevent the proliferation of weapons of mass destruction, their delivery systems,
related technologies, and other weapons, the United States is providing Nonproliferation, Anti-terrorism,
Demining and Related Programs (NADR)-funded Export Control and Related Border Security (EXBS)
assistance in the form of a cooperative program to help establish fully effective export controlsin Latvia. In
FY 2005, NADR-EXBS funding focused primarily on providing sophisticated equipment to enhance the
security of Latvid sborders. Since Latvia has made significant progressin establishing an effective export
control system, only $100,000 in NADR-EXBS funding is being requested for FY 2006 to complete
program activities.
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Lithuania
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FMF 6,389 5,456 5,000
IMET 1,343 1,200 1,200
NADR-EXBS 840 1,000 100

Lithuania and the other two Baltic Sates of Estoniaand Latvia are important to Northern Europe slong-
term gtability. Inlight of Lithuania s accessioninto NATO and the European Union in 2004, the country’s
prospects for the future appear promising. The United States has maintained a significant assistance
relationship with Lithuania ever since it regained its full independence from the Soviet Union. Now that
Support for East European Democracy Act (SEED) assistance to Lithuania has phased out, U.S. assistance
isfocused on the military and security fields.

Lithuania has proven itself to be ardliable partner of the United Statesin the Globa War on Terrorism, as
wdll asin other high-priority foreign policy areas. U.S. goasfor Lithuaniaremain promoting good-
neighborly relations between Lithuania and nearby countries, including Russia, and strengthened
cooperation among the Nordic and Baltic countries. Lithuaniaisinterested in sharing its experiencein
political and economic reform with the Eurasian countries, an effort that the United States fully supports.
At theend of FY 2004, Lithuania, together with Poland, played an important role in supporting afree and
fair presidentia electionin Ukraine.

Since regaining independence, Lithuania has had to build its military up from amost nothing -- adaunting
task. By joining the European Union and NATO, Lithuania has now achieved full integration into Euro-
Atlantic security structures. The United States is fostering the development of Lithuania s military by
supporting its ability to interact effectively with NATO, thereby facilitating Lithuania s contributionsto
stability and didoguein theregion. Lithuaniais committed to maintaining defense spending at two percent
of GDP and is seeking to prioritize its military spending, both for its own defense needs and for its
contributions to European security overdl.

The International 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. Specific training will include study at U.S. Senior Service Colleges, staff
colleges, captain career courses, basic officer courses, non-commissioned officer academies, and speciadty
training in logigtics, explosive ordnance disposal (EOD) and specid forces operations. The goa of this
assstance isto develop awell-educated, professional cadre that enhances support for democratic values,
civilian control of the military, and the adoption of procedures, doctrines, and training techniques that are
consistent with those of Western democracies.

Foreign Military Financing (FMF) provides essentia support to the Lithuanian military in its effortsto
become more interoperable for participation in NATO and other internationa  peacekeeping and peace
enforcement operations, aswell as humanitarian assstance.  Lithuania contributes personnel to Irag,
Afghanistan, and the Balkans. In FY 2006, FMF will be used for transportation modernization, specificaly
assistance in equipping the Rapid Reaction Brigade with additional high-mability multipurpose wheeled
vehicles (HMMWYVs or Humvees) and medium trucks, and equipping the Main Support Battalion with
medium trucks. These vehicleswill increase interoperability with U.S. and NATO forces. FMF will also
be used to sustain Lithuania' s Air Sovereignty Operations Center (ASOC) and previoudy acquired U.S.-
origin equipment and Excess Defense Articles (EDA), such as Humvees, M-113 armored personnel
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carriers (APCs), commercid utility cargo vehicles (CUCV's), and smdl arms. Fundswill also continue to
support contractor-provided assistance in defense reform and development of a simulation capability.

In FY 2006, Lithuaniawill once again be digible to receive grant EDA under section 516 of the Foreign
Assstance Act. Materid transferred as EDA will help Lithuaniato meet defense requirements, ingtitute
defense reforms, and further defense and NATO interoperability. The provision of EDA aso will
contribute to Lithuanian maritime sovereignty and facilitate the country’ s ongoing contribution to European
security and environmental amelioration through Baltic Naval/Demining Squadron (BALTRON)
operationsto remove World War |1 and Cold War-era sea mines and unexploded ordnance.

As part of its efforts to prevent the proliferation of weapons of mass destruction, their delivery systems,
related technologies and other weapons, the United Statesis providing Nonproliferation, Anti-terrorism,
Demining and Related Programs (NADR)-funded Export Control and Related Border Security (EXBS)
assistance in the form of a cooperative program to help establish fully effective export controlsin Lithuania.
In FY 2005, NADR-EXBS activities focused primarily on providing sophigticated equipment to enhance
Lithuania's border security. Since Lithuania has made significant progressin establishing an effective
export control system, only $100,000 in NADR-EXBS funding is being requested for Lithuaniain FY 2006
to complete program activities.
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M acedonia

($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FMF 7,950 5,208 5,000
IMET 858 650 650
NADR-EXBS 550 400 725
Peace Corps 1,542 1,632 1,624
SEED 38,770 34,000 39,000

U.S. interestsin Macedoniainclude further consolidation of the peace and stability gained in the wake of
the 2001 insurgency and accelerated progress on democratic, economic, and military reforms on the path to
full membership in Euro-Atlantic institutions. Macedonia could be avauable regional role model of a
successful multi-ethnic democracy with constructive relations with its neighbors and strong, stable political
ingtitutions. Macedonia has been a close and congtructive partner of the United Statesin theregion. It
played akey, supportive roleto 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 administration in
Kosovo. Macedonia has also improved relations with its neighbors and contributed to the Global War on
Terrorism, contributing troopsto codition effortsin Irag and Afghanistan.

By working to complete implementation of the 2001 Framework Agreement (FWA) that ended the 2001
ethnic Albanian insurgency, Macedonia has managed to keep incidents of ethnic tension, such asthosein
Strugaand Kondovo in 2004, from escalating into violence, and is making an invauable contribution to
regional stability, aswell asto Macedonias own future as a unified, multiethnic democracy. Thefailure of
aNovember 2004 referendum that would have halted decentralization -- a central pillar of the FWA -- has
paved the way for completing the implementation of the FWA.

The goals of U.S. assistance to Macedonia are to degpen inter-ethnic cooperation, further Macedonia's
trangition to a market-based economy, bolster its democracy and promote reforms that bring the country
closer to European Union and NATO membership. The U.S. strategy includes both short- and longer-term
efforts to build upon political and security gains, improve the environment for investment and sustained
economic growth, strengthen multi-ethnic democratic ingtitutions and cooperation in the context of the
FWA and support Macedonia s NATO Membership Action Plan (MAP).

In FY 2006, Support for East European Democracy (SEED) assistance programsin Macedonia will
advance economic reforms, democracy-building and decentralization, while broadening the scope of
ongoing activities that promote inter-ethnic relations and address minority concernsin the spirit of the
FWA. Theseinclude programsto assist governmental institutions to ensure non-discrimination and
equitable representation, by strengthening the effectiveness and representativeness of ingtitutions and by
implementing and reinforcing decentralization. SEED-funded programs will help strengthen rule of law
through assistance in areas such as counternarcotics, border control and judicia reform.

Other SEED-funded programswill stimulatelocal private-sector economic development and help the
Macedonian Government to devel op aprogressive legal framework that will foster job creation and growth.
SEED fundswill aso support assistance in enterprise development, legd, accounting, and judicid reform,
privatization and labor redeployment, and financial sector reform. SEED-funded programs are helping
Macedoniato improveits investment climate, economic capacity, and adherence to international standards.
The U.S. grategy includes programs to reduce the negative impacts of democratic and market transition on
all ethnic groups, with emphasis on those who have yet to benefit from the market transition or are
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disenfranchised, alienated, or politically under-represented. These assistance programs will reduce support
for extremism within these groups and will strengthen Macedonias democratic, economic, and civil
institutions through initiatives such as small grants to non-governmental organizations (NGOSs).

The armed insurgency of early 2001 fully engaged the Macedonian Government's security forces, delaying
and necessitating reassessment of military reorganization and training programs. In contrast, the Situations
in Struga and Kondovo in 2004 were defused without resort to force. The Macedonian military has made
significant progress since 2001; we expect it to continue to avalil itself of opportunitiesfor training and
equipment acquisition, to enhance its ability to counter thrests to Macedonian security, while preparing for
NATO membership and contributing to international military missions.

Foreign Military Financing (FMF) and International Military Education and Training (IMET) will continue
to advance reform and moderni zation of the armed forces by supporting Macedonia s MAP goads of NATO
membership, further development of aNATO interoperable force structure for out-of-country operations,
and improved civilian control of the armed forces. FY 2006 FMF will focus on upgrading the military’s
tactica communication systems for Macedonian Specia Forcesto improve their command and control and
interoperability, including spare parts, training and equipment for maintenance of communications
equipment and vehicles, including high-mobility multipurpose whedled vehicles (HMMWYV's or Humvees)
and Humvee parts, 2.5-ton trucks, contractor-provided support for defense reform, and English language
training. IMET fundswill continue to be used for professional military education and exchanges, aswell as
English language training.

The Macedonian military faces significant reorganization and modernization challenges in pursuit of
affordable force structures that adhere to aWestern-style, NATO-compatible model and are based on a
reglistic threat assessment. After losing ground during the 2001 insurgency when existing MAP-oriented
restructuring plans were shelved, Macedoniarecommitted itself to getting reforms back on track and
completed a bilateral defense assessment in 2002. Since then, it has made consistent stridesin meeting its
MAP goals whileimproving the quality and training of its non-commissioned officer (NCO) corps and
senior leadership. Macedonian Ministry of Defense civilians, senior military officers, and NCOs have
received ingtruction through the IMET Program. Macedonia continues its cooperative relaions with the
NATO/KFOR presence in Kosovo, utilizing this opportunity to familiarizeits officers with NATO
procedures, and actively seeking joint training opportunitieswith tactical NATO unitsin theregion. In FY
2006, Macedoniawill once again be eligible to receive grant Excess Defense Articles (EDA) under section
516 of the Foreign Assistance Act. Thetransfer of EDA would assist Macedoniain meeting short-term
defense needs, capability enhancements through continued defense reform, and further interoperability
improvements.

Aspart of its efforts to prevent the proliferation of weapons of mass destruction, their delivery systems,
related technologies, and other weapons, the United States is providing Nonproliferation, Anti-Terrorism,
Demining, and Related Programs (NADR)-funded Export Control and Related Border Security (EXBS)
assistance to help the Macedonian Government put in place afully effective export control and enforcement
regime. NADR-EXBS funding will provide training and inspection/detection eguipment to strengthen
export control laws, regulations, and enforcement, in order to bring Macedonia s control of sengtiveitems
in line with international nonproliferation norms.
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Malta

($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
IMET - - 50
INCLE - 2,976 -
NADR-EXBS 250 100 200

Malta slocation in the center of the Mediterranean allowsit to play acritical rolein theregion. Mdta
acceded to the European Union in May 2004, and cooperates fully with both the United States and its
European partners to promote regional security and stability. The ruling Nationaist Party fosters good
relations with the United States and has been responsive to requests related to the Global War on Terrorism.
Malta s economy, driven by the tourism, manufacturing and financia services sectors, is growing modestly.
With nearly onethird of al international maritime traffic passing by or through Mdta, the country's
Freeport Container Terminal serves asatranst link in the flow of goods to and from sensitive areas such as
Libya, Iran and the Balkans. The Iranian state-owned shipping line made Freeport its Mediterranean hub in
April 2004. Of greatest concern to the United Statesis the potential movement of wegpons of mass
destruction (WMD) and missile-systems-related items. Malta has become an active partner withthe U.S. in
combating terrorism and WMD proliferation and it isin the U.S. Government’ sinterests to continue to
assis Maltain strengthening its capabilities to support these efforts.

FY 2006 IMET fundswill be used to professionaize Malta's officer and enlisted corps and to provide
maritime interdiction training.

The U.S. Government is strengthening the Matese Armed Forces' counternarcotics, counterterrorism, anti-
trafficking and nonproliferation capabilities through assistance provided under the International Narcotics
Control and Law Enforcement (INCLE) and Nonproliferation, Antiterrorism, Demining and Related
Programs (NADR) accounts. Funding for counterterrorism training is also available through the U.S.
Defense Department's Counterterrorism Fellowship Program on an ad hoc basis.

As part of its efforts to prevent the proliferation of WMD, their delivery systems, related technologies, and
other weapons, the United Statesis providing Mata with NADR-funded Export Control and Related
Border Security (EXBS) assistance. In FY 2006, NADR-EXBS assistance will help Matato establish fully
effective transshipment controls by strengthening its seaport enforcement operations. Training will focus
on targeting and identification dua-use and WM D-related commodities, aswell as cargo vessal ingpection.
In previous years, NADR-EXBS funds hel ped purchase a non-intrusive inspection device, the mobile
Vehicle and Cargo Inspection Sysem (VACIS). FY 2006 NADR-EXBS funding will providefirgt-
responder equipment and training to help Mdtarespond to aWMD-related event.
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Moldova
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FMF 990 446 500
FSA 22,543 17,350 17,000
IMET 1,225 900 900
NADR-EXBS 640 495 320
Peace Corps 2,253 2,518 2,380

Moldova, perhaps the poorest country in Europe, isfurther constrained from devel oping its economy
because many of itsindustrial assets are under the control of the authorities of the breakaway region of
Transnistria. The Transnistria problem remains a great obstacle to regiona security; the U.S. has a nationd
interest in seeing this conflict resolved in away that protects Moldova sterritoria integrity and helps ensure
gtability in the arc of Europe from the Balkansto Russia. Thelack of responsible border controls along the
Transnistria-Ukraine border aso threatens U.S. interests and those of the broader region, asit provides
opportunities for weapons praliferation, smuggling, transnational crime and human trafficking. In addition
to promoting aresolution to the Transnistria situation, the United States has anational interest in
strengthening democracy and a free-market economy in Moldova, which until recently had made
significant advancesin reform.

In 2003, the Government of Moldova declared that integration into the European Union (EU) was the
country’ s strategic priority. By including Moldovain its New Neighbor Process, the EU hassignded a
willingnessto increase its assistance to help Moldova move closer to the EU’ s democratic and market-
based standards. Recent electionsin Moldova represented a setback compared to previous dections that
generaly met internationa standards. Moldovadtill needsto take bolder steps to promote democracy and
human rights. Moldova has been a strong supporter of the Global War on Terrorism, Operation Enduring
Freedom, and Operation Iragi Freedom, granting the United States overflight rights and basing rights, as
well as sending atroop contingent to support Coalition forces.

U.S. assigtance to Moldovais designed to strengthen itsterritorid integrity and security; prevent the
proliferation of weapons of mass destruction (WMD) and rel ated expertise; combat transnational crime;
support market-based economic reform; strengthen civil society and democracy; promote human rights; and
avert humanitarian crises. In FY 2006, the United States plansto continue arange of security-related
programs to improve Moldova s military capabilities and promote U.S. nonproliferation gods. Inthearea
of law enforcement, the U.S. will seek to support Moldovan efforts to combat narcotics, trafficking in
persons, money laundering and corruption, by providing training courses, equipment and legidative
drafting support. FREEDOM Support Act (FSA) fundswill continue to support post-privatization
programsin the agricultural sector, aswell asthe development of independent regulatory bodies, the
cregtion of jobsin rura areas, and the empowerment of local communitiesto solve their own problems.
FSA-funded programs will also promote Moldovasintegration into the regional political and economic
structures of Southeastern Europe and Moldova s participation in the GUUAM Group, a Eurasian corridor
regional organization that includes Georgia, Ukraine, Uzbekistan, Azerbaijan and Moldova.

Following itsvictory in the spring 2001 parliamentary and presidentia elections, the Communist Party’s
rhetoric and actions had drawn into question Moldova s previoudy strong commitment to reform.
However, Moldovan President VVoronin's declaration in 2003 of hisintention to lead Moldovatowards EU
integration, and the Government’ s subsequent adoption of a strategic document outlining the steps forward
may have signaled that political and economic reform will be back on track in Moldova.
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Continued support for FSA-funded post-privatization activitiesin the agricultural sector will remain a
priority in FY 2006. Particular emphasiswill be placed on assisting new landownersin developing viable
associations and cooperative structures, building markets, accessing credit, and creating an efficient input
supply and processing system. FSA-funded assistance will a so continue to contribute to the growth and
profitability of smal and medium-sized enterprises (SMEs) by facilitating their access to market-based
business skills, information, and finance and by supporting technological advancements focused on the
agricultura sector and sdlling to export markets. FSA fundswill also help promote foreign direct
investment by leveraging private investment with public funds through the U.S. Government-funded
Western NIS Enterprise Fund (WNISEF).

FSA-funded programs will promote accountahility by locd officials while empowering citizens and
community groups through integrated micro-lending and training programs to help bolster employment and
produce tangible improvementsin living conditions. FSA fundswill also continue to support open access
to information and development of the non-governmenta sector. Such assistance will strengthen civil
society, local democracy, and grassroots political activism, and will serve to democratize Moldovas
political system over time.

The U.S. will continue to provide targeted, FSA-funded humanitarian assistance to Moldova, including
pharmaceuticals, medical supplies, vaccine supplies, food and clothing for those most in need. In addition,
the U.S. will provide continued FSA-funded assistance to support health care reform, including health
partnerships and activities to combat tuberculoss and promote women's reproductive health.

Organized crime threatens Moldovan prospects for economic progress and erodes the rule of law. Because
of growing levels of organized crimein Moldova, the U.S. nationa security interest in the stabilization and
reform of the East European region, the Caucasus, and neighboring countries such as Ukraine is threatened.
Moldovais an active partner in both the Southeast European Cooperative Initiative (SECI) and GUUAM
regiond law enforcement programs. However, the capabilities of the Moldovan justice sector to investigate
and prosecute organized crimina activity and corruption remain wesak. In addition, Moldovaisaprimary
source and transit country for trafficking in persons. FY 2006 FSA-funded programs will providetraining,
technical assistance and equipment to enhance the M oldovan justice sector's capacity to investigate and
prosecute organized crime, corruption and trafficking in persons. FY 2006 FSA funding will also support
the continuation of a project to raise awareness among Moldovan citizens, media, and government and law
enforcement officias of the problem of trafficking in persons. FY 2006 FSA funding will support the
implementation of the new criminal code enacted in 2002. In FY 2004, Moldovawas identified as one of
the five countries to receive funding under the President’ s $50 million Anti-Trafficking in Persons
Initiative. By the end of 2005, anti-trafficking programsin Moldovawill have received $5.25 million from
the President’ s Initiative to strengthen Moldovas efforts to prevent trafficking, protect victims of
trafficking, and prosecute traffickers.

FY 2006 funding under the Nonproliferation, Anti-terrorism, Demining and Related Programs (NADR)
account will support activitiesto prevent the proliferation of WMD, conventional arms and related materials
and technologiesin Moldova. The NADR-funded Export Control and Related Border Security (EXBS)
Assigtance Program is designed to facilitate the devel opment of an effective nationa export control and
border security system to prevent weapons proliferation. The EXBS Program will further assist Moldovain
strengthening its export licensing procedures, with a particular emphasis on industry outreach and
compliance. It will dso provide interdiction training, infrastructure support, and advisory assistance
through aresident nonproliferation program advisor. A significant portion of this enforcement training and
will be used for monitoring the secessionist region of Transnidtria, with afocus on the potentia trangt of
munitions, radiological devices, and contraband. The U.S. Embassy in Chisinau, in coordination with the

407



Moldovan Department of Civil Defense, also will help Moldova create and sustain afirst-responder unit for
WMD incidents.

Moldova s accession to the Science and Technology Center in Ukraine (STCU) Agreement was finalized
early in FY 2005. The STCU isan intergovernmenta organization through which the United States,
European Union, and Canada help former WMD scientigts transition to sustainable, non-military
employment. In FY 2005, the Administration intends to gain more extensive and first-hand knowledge of
former WMD research and devel opment capabilitiesin Moldovaand to consider funding for thefirst time
STCU research grant proposals from Moldovan scientists; the scope of the challenge of redirecting
Moldovas WMD expertise may require increased funding in FY 2006. FSA funding provided through the
Civilian Research and Development Foundation (CRDF) also remains available as ameans of engaging
former Moldovan weapons scientistsin peaceful civilian research.

Despiteits budgetary limitations, Moldovais active in the Partnership for Peace (PfP) program and is
committed to reforming its military along Western lines. Foreign Military Financing (FMF) assistance will
continue to support efforts to deploy Moldova s peacekeeping battalion, which will help form the core of
the country’ sreforming military. FMF will provide the peacekeeping battalion with communications
equipment, and individual soldier equipment. FMF will also help Moldova procure persond equipment to
develop a gpecia forces capability and will support the placement of defense reform consultants. 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 International Military Education and
Training (IMET) funds provided to it. IMET-funded activitieswill focus on training peacekeepersin
English language, thereby promoting interoperability. In addition, IMET will provide professional military
education training and specia forcestraining.

In FY 2006, Moldovawill be digibleto receive Excess Defense Articles (EDA) on agrant basis under

section 516 of the Foreign Assistance Act. Provision of grant EDA will assist Moldovain meeting its
defense requirements and furthering its NATO interoperability.
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Poland
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FMF 32,500 65,472 30,000
IMET 2,283 2,000 2,000

Poland isakey aly 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 NATO. Poland isanet contributor to the NATO collective defense effort, and serves
asamode and a mentor for prospective NATO members. By sharing its experiencesin successfully
trangitioning to a free-market democracy with neighboring countries, Poland aso contributes significantly
to the enhancement of political and economic stability in Eastern and Central Europe. Poland played a
central rolein mediating the late 2004 political crisisin Ukraine; Polish efforts helped to ensure that
Ukraine's presidential eection was free and fair and to avoid an escalation of the country's political conflict,
which could have had disastrous consequences for regional stability.

Poland isagraduate of Support for East European Democracy (SEED) assistance, demonstrating that it can
sustain itstrangition to a free-market economy and democratic ingtitutions without significant economic
assistance from the United States.

Poland isawilling and able dly that contributes significantly to United Nations and NATO peacekeeping
missions, aswell as Operation Enduring Freedom (OEF). Poland has taken a strong leadership rolein Iraq,
commanding a multinational division and committing substantial forcesto Operation Iragi Freedom (OIF).
The Polish Government recogni zes the need to further improve the country's military capabilities and
continues to increase defense spending in real terms, despite constrained budget resources and growing
demandsfor increased socia spending. Poland coordinatesits military modernization and restructuring
closaly 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 missions are fully interoperable with
NATO by 2006.

Foreign Military Financing (FMF) and International Military Education and Training (IMET) programs are
an important way for the United States to show support for these efforts and directly contribute to their
success. FMF is particularly important, asit focuses on increasing Poland' s support capability to deploy or
receive forces, participate in coalition efforts, and accomplish acomprehensive plan for military
maodernization and reform.

FY 2006 FMF will focus on advancing professionalism, modernization and NATO-interoperability for
Poland’ s military forces. FMF support is expected to include unmanned aerid vehicles (UAV'S); support
and sustainment of C-130 aircraft; sustainment of nuclear, biologica and chemical (NBC) defensive
capabilities; command, control, communications, computers and intelligence (C4l) sustainment; upgrades
of airfields and navigational aids; asimulation center; follow-on technical support for two Excess Defense
Articles (EDA)-granted frigates and four SH-2G helicopters; training in acquisition management; upgrades
for an integrated logistics support system; noncommissioned officer (NCO) development, and sustainment
of high-mobility multi purpose whedled vehicles (HMMWVs or Humvees).
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In FY 2006, Poland will once again be digible to receive EDA grants under section 516 of the Foreign
Assstance Act. EDA transferswill assist Poland in meeting defense requirements, enacting defense
reforms, and furthering its NATO and Western interoperability.

Given the significant progress that Poland has made towards establishing an effective export control system,
no Export Control and Related Border Security (EXBS) assistance funding is being requested specifically
for Poland in FY 2006 under the Nonproliferation, Anti-terrorism, Demining and Related Programs
(NADR) account. However, Polish participation in regional export control eventswill be funded with
regional NADR-EXBS funds, and EXBS program advisors stationed regionaly will continue to work with
Palish officidsto implement programs with previoudy dlocated NADR-EXBS funds and continue
engagement on an ad hoc basis.
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Portugal

($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
IMET 752 850 600

Portugal's continued participation in both NATO and other international peacekeeping operations directly
benefits U.S. security goals. The United States a so seeks to maintain Portugal’ s strong cooperation at
Portugd's Lgjes Air Basein the Azores and support within the European Union (EU) for U.S. positionson
such issues as European Security Defense Program (ESDP)-NATO compatibility.

Portugdl is afounding member of NATO and a member of the EU. Portugal continues to maintain strong
transatlantic ties and pursue close military cooperation with the United States. The 1995 Agreement on
Cooperation and Defense provides U.S. forces continued accessto Lajes Air Base, which served asa
staging point for the United States during NATO's military operationsin Kosovo and Operations Desert
Storm and Desert Fox. Lagjes Air Baseis currently supporting ongoing U.S. operationsin Afghanistan and
Irag. Portuga aso contributes troops to the Kosovo Force (KFOR), has contributed assetsto the
International Security Assistance Force (ISAF) in Afghanistan, works closely with the United States on
United Nations security issues, and has over 120 paramilitary policein Iraq performing security functions
with the Coalition forces.

Internationa Military Education and Training (IMET) continuesto be an essential component of Portugd's
military force modernization program, itsinternal reorganization of service and joint headquarters staffing,
aswell asthe overall professional military education of the dlite of Portuga’s Armed Forces. FY 2006
IMET funding will continue to be a significant asset in this modernization effort, and will strengthen
Portugal's ability to play an active role in collective defense organi zation and international peacekeeping
efforts, eg., inlrag, Afghanistan, Bosnia, Kosovo and Africa. U.S. assistanceis also directed towards
enhancing Portugal's Atlanticist orientation by building ties with future military leaders and reinforcing
Portugd's exigting preference for U.S.-manufactured defense equipment.

IMET bolgtersthis strategy by establishing close bilaterd relationships between the U.S. and Portuguese
militaries. The mgjority of IMET funds requested for FY 2006 will be used to fund management courses,
in order to sustain productivity and professionalism, and train-the-trainer courses, to help maintain existing
English language |aboratories by supplying spare parts and instruction materials, and to assist with post-
graduate courses. In addition, IMET will fund professiona and operations-related courses to emphasize
command and control, readiness, sustainability and deployability. IMET will also provide informal
technical training with an emphasis on joint and combined operations.

In FY 2006, Portugal will once again be digible to receive grant Excess Defense Articles (EDA) under
section 516 of the Foreign Assistance Act. EDA will be used to support Portuga's force readiness efforts
and enable the country to participate in international peacekeeping. At the end of 2004, Congress passed
legidation to permit the transfer of two Perry-class frigatesto Portugal. The President authorized the
transfer, and in early 2005, the U.S. Government wasin thefina stages of releasing the frigates.
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Romania
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FMF 8,950 10,912 29,000
IMET 1,529 1,500 1,500
NADR-EXBS 715 750 -
Peace Corps 3,141 2,931 2,940
SEED 27,835 27,000 20,000

With its Strategic location and status as the largest, most populous country in itsregion, Romaniais
contributing to stability in Southeast Europe and beyond. 1t joined NATO in 2004 and has actively
supported the United States and NATO through substantia participation in the Allied military presencein
Bosniaand Kosovo, Irag and Afghanistan. The European Union's (EU) granting of “functioning market
economy status’ to Romaniain late 2004 represented a significant step forward in Romanias path to EU
accessionin 2007. The country’ s newly-elected president, who won through relatively free eections,
welcomes full integration into the West. Despite the positive developmentsin Romania s economic growth
and democratization, the country's reforms are not yet fully consolidated. U.S. assistance to Romania plays
akey rolein supporting market-based reforms, promoting participatory democracy, strengthening civil
society, and relieving human suffering. 1t dso helps Romaniato strengthen its anti-corruption activities
across all sectors -- an important goal.

In FY 2006, Support for East European Democracy (SEED) assistance will help Romaniaimprove its
agricultural and trade competitiveness, increase trade and foreign investment through an improved business
climate, and liberdlizeits energy sector. SEED-funded training and technical assistance will target the
financia sector, providing advisorsto the Central Bank and the Ministry of Finance to improve the budget
process. SEED-funded demaocracy programs will provide training programs to increase the capacities and
sustainability of local government units, civil society organizations and independent media. Therule of law
will aso be strengthened through programs that combat corruption, money laundering, and human
trafficking and that strengthen border controls. Training of prosecutors, judges, local police forces and civil
society organizations will help to create an effective law enforcement environment.

SEED fundswill aso help advance child welfare and women’ s hedlth care, areas where Romaniadtill is
serioudy behind. FY 2006 activitieswill seek to reduce the number of institutionalized children, promote
community-based care dternatives for such children, integrate reproductive health servicesinto primary
care, and promote modern contraception and HIV/AIDS prevention.

The Bucharest-based Southeastern Europe Cooperative Initiative (SECI) Anti-Crime Center, which
coordinates regiona criminal task forces working to combat trafficking in persons (T1P), smuggling, and
the drug trade, will continueto receive SEED funding in FY 2006. With financid and other support from
the Romanian Government, the SECI Anti-Crime Center has achieved anumber of successesin thefight
againgt transhorder crime. In FY 2006, other anti-TIP programsin Romania aso will be supported by
SEED funds.

With the largest armed forces among the countries that joined NATO in 2004, Romaniais militarily
sgnificant in the region. It has provided troopsto support U.S. and NATO objectivesin Southeast Europe,
Afghanistan and Irag. Through the Foreign Military Financing (FMF) and Internationa Military Education
and Training (IMET), the United States is providing the Romanian military with needed defense articles,
sarvices, and training. FY 2006 FMF funding will address the following objectives:
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o Defense reform and modernization, including noncommissioned officer development and professional
military education;

e Promotion of defense reform through the procurement of simulation equipment, amultiple integrated
laser engagement system (MILES), and digital mapping to modernize training;

e Increased interoperability with U.S., NATO and Codlition forces, including upgrading of the NATO
Integrated Extended Air Defense System, tactical communi cation, secure data management,
navigational aids, and night vision goggles;

e Procuring specia operations equipment for coalition support;

e Providing aircraft acquisition and maintenance, including support for C-130s and fighters; and

e Upgrading Romanias national command infrastructure equipment, including command, control,
communications, computers and intelligence (C4l) equipment to devel op the country's surveillance
capabilities on the Black Sea.

The Romanian Government seeks the inclusion of as many officers aspossiblein U.S. military training. In
FY 2006, the IMET program will support professiona military education, specia operationstraining as
combat divers and rangers, English language training, and mobile training team development.

In FY 2006, Romaniawill once again be digible to receive grant Excess Defense Articles (EDA) under
section 516 of the Foreign Assistance Act. Thetransfer of materid to Romania under grant EDA will help
it meet its defense requirements, ingtitute defense reforms, and further implement NATO interoperability.

Romania and the United States are cooperating closely on improving Romania s export controls. As part of
its efforts to prevent the proliferation of weapons of mass destruction, their delivery systems, related

technol ogies, and other wegpons, the U.S. Government is providing Nonproliferation, Anti-terrorism,
Demining and Related Programs (NADR)-funded Export Control and Related Border Security (EXBS)
assistance in the form of a cooperative program to establish an effective export control system in Romania.
FY 2006 NADR-EXBS regiona funding will be provided to Romania on an ad hoc basis, with an emphasis
on improving licensing, enforcement, and industry outreach capabilities coordinated through regiona

EXBS nonproliferation advisors.
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Russa
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
CSH 3,000 3,000 3,000
FSA 96,350 85,000 48,000
IMET 778 800 750
NADR-EXBS 1,800 2,800 1,000
P.L.480Titlell 5121 - -

Cooperation with Russiaplays akey rolein the advancement of key U.S. national security interests,
including nonproliferation and counter-terrorism.  Through arms control, threat reduction efforts, and
nonproliferation activities, the United Statesis working with Russiato reduce threats posed by weapons of
mass destruction (WMD). Russia has also been a strong supporter in the Global War On Terroriam,
offering key political support, granting the U.S. overflight rights and sharing intelligence. Given Russa's
drategic importance, the United States has acompeling nationd interest in seeing Russiacomplete a
successful trangition to amarket-based democracy. The United States advancesthisinterest by supporting
civil society, the independent media, entrepreneurs, and local governmentsin their efforts to implement
democratic and economic reform. FREEDOM Support Act (FSA)-funded programs support Russia' s
transformation into a market-based democracy fully integrated into the mainstream of world political and
economic relations.

In 2003, the Administration devel oped a strategy to phase out FSA-funded assistance to Russia over the
next severd years. Condstent with this strategy, FSA funding for economic sector programs will be phased
out at theend of FY 2006. FSA assistancein FY 2006 will emphasize support to Russian organizations and
ingtitutions to ensure that the gains made through FSA-funded programs are integrated into Russian society
and governmentd structures well beyond the phase-out of U.S. assistance.

Severa developmentsin 2004 called into question the commitment of Russia' s leadership to building
genuine demacratic ingtitutions. These developments included the increasing control exercised by the
Russian Government over the media, especialy nationa television, pressure on civil society organizations
and private philanthropists, human rights abuses and politica pressurein Chechnya, crimina prosecutions
possibly based on political motivations, and the decision to eliminate el ections of regional governors. In FY
2006, FSA-funded programs will focus on strengthening civil society and democratic inditutionsasa
necessary check on the power of the centra government. Thiswill include improving the effectiveness of
human rights groups and the legal profession, expanding political participation by youth, and advancing the
national capacity of civil society networksto advocate effectively for their agendas.

FSA-funded programs will continue to support the partnerships aready in place with civil society groups
and reform-minded Russian officiasin the Russian Far East and other regions under the aegis of the U.S.
Government's Regiond Initiative. In FY 2006, we will emphasize dissemination of the Regiond Initiative
experience to other regions.

FSA-funded assistance has contributed to important legidative reforms that have improved the business
environment, particularly in the areas of tax and regulatory reform, often through support for the work of
think tanks and provision of technica assistance to inform key policy decisons. An interagency review in
2004 concluded that by FY 2006, economic reform in Russawould have improved sufficiently to alow for
aphase-out of assistance in the economic sector. Although Russia sinvestment policies need significant
improvement, opportunities aready exist in the vast Russian market for U.S. exporters and investors.
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Accordingly, FY 2006 FSA assistance will focus on consolidating the gains achieved to date, aswell as
continuing to support the development of small and medium-sized enterprises (SMES).

Russia sgrowing problemsin thefield of public health are hurting the country’ s prospects for stability and
prosperity and are thereforea U.S. national security concern. Russia has one of the fastest-rising rates of
increasein HIV infection intheworld. FY 2006 FSA- and Child Surviva and Hedth Programs (CSH)-
funded programs will focus on prevention and treatment of HIV/AIDS in Russia and support partnerships
between U.S. and Russian medical professionasto combat HIV/AIDS around theworld. U.S. programsto
combat the spread of HIV/AIDS will help prevent mother-to-child transmission of HIV/AIDS in particular,
and will also help combat the spread of multi-drug-resistant strains of tuberculosis.

The United States provides ass stance through programs of the Departments of State, Defense and Energy
to prevent the proliferation of WMD, related materias, technologies and expertise. In FY 2006, the U.S.
will continue to provide nonproliferation assistance under the FSA and Nonproliferation, Anti-terrorism,
Demining and Related Programs (NADR) accounts. The State Department will continue to use NADR
Nonproliferation of WMD Expertise funds to support research grantsin nuclear materias, aerospace,
chemical, biologicd, seismic and other fields through the International Science and Technology Center
(ISTC) in Moscow to help former weapons scientists transition to sustainable commercid activities. Key
emphases of the Science Centers Program include shared research priorities (notably infectious human and
animal diseaseslike HIV/AIDS) and businesstraining to hel p ingtitutes better serve governmentd and
private consumers. The State Department will also continueitstargeted effort to engage former Soviet
biological and chemica weapons scientists through the NADR-funded Bio-Chem Redirect Program, which
supports the involvement of the Department of Health and Human Services, Department of Agriculture,
and the Environmental Protection Agency in redirection efforts.  In addition, the State Department will
continueits Bio-Indugtry Initiative, which was established in FY 2002 with a unique mandate to reconfigure
Soviet-era biological weapons production facilities for civilian use, and support accelerated drug and
vaccine development to combat bioterrorism. The U.S. Civilian Research and Devel opment Foundation
(CRDF) will continueto leverage FSA-funded grant assistance with Russian Government and international
non-governmental matching funds.

With funding from the FSA and NADR accounts, the United Stateswill continue to provide assistance to
enhance Russian controls on transfers of sengitive materials and technologies for industry/government
outreach programs to educate Russian companies about the requirements of Russian export control laws.
The United States will also continue to equip key trangit points with radiation detection equipment to deter,
detect and interdict illicit nuclear transfers. An Export Control and Related Border Security (EXBYS)
Assistance 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
asrelated to curbing proliferation, counter-proliferation awvareness courses, and international border
interdiction training for border security officials.

Even though International Military Education and Training (IMET) will be the only form of U.S. military
assistance provided to Russiain FY 2006, Russiaremainsapriority country for the United Statesin the area
of military cooperation. IMET English language training and professional education isdirectly supportive
of U.S. interests and the President’ sgoals as outlined in the Camp David Checklist and in the Defense
Department’ s Security Cooperation Guidance.

FY 2006 IMET fundswill be used to provide language training to Russian military officers and to enable
them to attend and one year of professional military education at staff and war colleges. In addition, IMET
would provide Enhanced IMET (E-IMET) courses and mobile training teamsfor seminars on civilian
control of the military, military justice, civil-military relaions, and criss management. IMET fundswould
also support English language training, which will facilitate our efforts to communicate with Russian forces
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and will improve their interoperability. In FY 2006, Russiawill once again be digible to receive grant
Excess Defense Articles (EDA) under section 516 of the Foreign Assistance Act. Transfers of grant EDA
will assst Russiain meeting its defense requirements, enacting defense reforms and furthering
interoperability.

Russian and Russian-speaking organized crime groups operate alone and in concert with other
transnational crime groups across Russia, Eurasia, Europe, the United States and elsewhere. Russian
authorities recognize the threat to their society and economy presented by such organized crime, and
they have turned to the U.S. and other Western partners for assistance in addressing that threat.
Russian officials are also increasingly aware of the specific challenges posed by the growing
narcotics trafficking out of Afghanistan, which crosses both Central Asiaand Russia. This trafficking
contributes to growing drug addiction and HIV/AIDS infection rates in Russia and provides a means
of financing terrorist activities. Russia has recently partnered with the United Statesin an eight-
country multilateral anti-narcotics effort, headgquartered in Tashkent, to collect and analyze heroin
trafficking patternsin an effort to implement aregional strategy. In FY 2006, FSA-funded programs
will continue to address criminal procedure reforms, criminal violation of intellectual property rights,
corruption, cyber-crime, trafficking in persons, money laundering and terrorist financing, narcotics
smuggling and other transnational criminal activities, and implementation of the U.S.-Russia Mutual
Legal Assistance Treaty.
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Serbiaand Montenegro

($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
IMET - 50 50
NADR-EXBS 750 735 1,290
NADR-SALW - 800 800
SEED 133,803 93,600 75,000

Serbiaand Montenegro (SaM) isalinchpin in the Balkans. The United States continues to have a
compelling nationa interest in securing the sustainable political and economic stability of SaM. This
includes the establishment of a secure, democratic governing framework in which political, socid and
economic rights are respected and conflict is channeled and resolved through legal structures. If the citizens
of Serbiado not receive sustainable economic, aswell as political, benefits from the break with the
country's authoritarian past, agrowing number of them will be susceptibleto callsfor rgecting a transparent
and inclusive democratic system or supporting nationalistic calls that inflame ethnic, religious and cultural
differences. Democratic political ingtitutionsin Serbiaand Montenegro remain fragile, and U.S. assistance
istargeted to Srengthen these fledgling indtitutions. The FY 2006 Support for East European Democracy
(SEED) assistance request is based on two main pillars. economic development/job creation, and rule of
law. Magor work remainsto be done on domestic war crimestria capacity, rule of law, privatization, job
creation and economic growth, and building local democracy, al of which are key to making Serbiaa
positive regiona player. The SaM Government has worked closely with the United Statesto halt arms
transfers and military assistance by SaM entitiesto states of concern, including Irag. The SaM Government
continues to work with the U.S. in implementing a modern and transparent export control syslem and isaso
cooperating in the destruction of excess small arms and light weapons (SA/LW), including man-portable air
defense systems (MANPADS). SaM has a'so cooperated on implementing financid sanctions against
terrorist groups, including establishing an anti-terrorism task force and afinancia intelligence unit. The
United States seeks to accelerate SaM's Euro-Atlantic integration in order to promote regional stability in
the Balkans, thus hastening the day when U.S. and NATO forces can be withdrawn from the region.

SEED assstance to SaM supports demacratic transition, civil society, democratic institutions and economic
reforms, and legal and criminal justice sector reform. The USG funds approximately 14 percent of the costs
of the Organization for Security and Cooperation in Europe (OSCE) mission to Serbia and Montenegro.
SEED assistance has helped the SaM Government implement and build popular support for difficult
political and economic reforms. SEED funding has provided critical economic and humanitarian
assistance, especialy in areas subject to ethnic tensions and instability. Programs specifically targeting
southern Serbiaand the Presevo Valley helped to stabilize the area dong the administrative boundary line
with Kosovo. SEED programs and the contacts developed in the course of those programs aided in
avoiding spillover into southern Serbia of inter-ethnic violence in Kosovo in March 2004. Over the past
year, the U.S. accelerated its support for the SaM Government’ s efforts to prosecute domestically war
criminals and organized crimefigures.

FY 2006 SEED fundswill be used to promote the reform processes under way in SaM. Government
leaders at the state union, republic and local levels understand the importance of strengthening democratic
ingtitutions and making progress on critical economic and legd reforms. SEED-funded programs will seek
to strengthen democracy and civil society, including local government and community devel opment, media,
non-governmenta organizations, political parties, and rule of law issues, including judicia reform. A
SEED-funded community development program will expand to include crucia job creation efforts, which
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should help the popul ation see tangible benefits from the reform process, thus building support for SaM's
difficult trangition to a market-based democracy.

The United Stateswill continue to provide SEED-funded technical assistance for economic restructuring
and reform, including in the areas of fiscal, budget and banking reform. Effortswill focus on boogting
private-sector development, especidly small business. SEED assstance is designed to accelerate 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 focused
principaly on the banking and financial systems and on the fiscal regime, while restructuring involves the
transfer of state-owned assetsto the private sector and the reform of the ingtitutions and the legidative,
regulatory and judicia frameworks necessary to ensure effective markets.

Foreign Operations-funded assi stance to the central SaM Government is conditioned on its cooperation with
the International Criminal Tribund for the Former Yugodavia (ICTY). The corresponding, legidatively
mandated certification requirement isakey policy instrument with which the United States can encourage
the SaM Government's full cooperation with the ICTY and resolution of outstanding war crimes issues.
SEED funds are being used to enhance SaM's capacity to investigate, prosecute, and try war crimes and
organized crime cases, and have helped fund the establishment of special domestic courtsto deal with these
cases. A key am of these effortsisto enhance the ability of the Serbian authoritiesto pursue war crime
cases not adjudicated by the ICTY. SaM's cooperation with the ICTY and arrest of publicly indicted war
criminals continue to be top U.S. priorities. Other U.S. anti-crime efforts target criminal justice reform,
corruption and trafficking in persons.

In an effort to build on the SaM Government's recent cooperation with the investigation into past and
present SaM weapons exports to states of concern and passage of anew export control law consistent with
international standards, the United Statesis expanding its export control and enforcement activitieswith
SaM. Nonpraliferation, Anti-Terrorism, Demining and Related Programs (NADR)-funded Export Control
and Related Border Security (EXBS) assistance will support an accelerated program to help establish an
effective export control system in SaM, with an emphasis on devel oping implementing regulations, industry
outreach seminars and weapons-of-mass-destruction (WM D) inspection training and equipment for
Customs Service enforcement agents.

NADR-EXBS fundswill dso provide for non-intrusive detection equipment to be deployed in Montenegro.
The EXBS programis part of the U.S. effort to prevent the proliferation of WMD, their ddlivery systems,
related technologies, and other weapons. In addition, FY 2006 NADR fundswill aso support an EXBS
program advisor stationed at Embassy Belgrade, who will work with host-country officials to coordinate
and implement EXBS assistance in Serbiaand M ontenegro and Bosniaand Herzegovina. FY 2006 NADR
funding is aso being directed to continue threat reduction activities that are effectively iminating excess
SA/LW (including MANPADS) while improving the physical security of national stockpiles. Matching
regiona fundsfrom the NADR International Trust Fund (ITF) are channeled through the I TF to provide
support for humanitarian demining in SaM.

The United Statesisin the process of broadening and deegpening strong bilateral military relationswith
SaM. In May 2003, a Presidentia Directive authorized the establishment of an Internationa Military
Education and Training (IMET) program with SaM. In FY 2006, IMET fundswill be used to support
professiond military education and exchanges, aswell as English language training.
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Sovakia

($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FMF 6,603 4,960 5,000
IMET 1,075 950 950
NADR-EXBS 305 550 300

The past year has brought profound changes for Slovakia. Slovakia acceded to NATO membershipin
March 2004 and to full European Union (EU) membership in May 2004. Even prior to these momentous
events, the Slovaks acted asan aly 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 asamilitary engineering unit in Operation Iragi Freedom (OIF). The United Stateshasa
grong interest in helping Slovakiaimprove its military capabilities and NATO interoperability and
encourages Slovakid sinitiatives to shareits successes in democracy building and development of civil
society with other countriesin trangition. In recognition of its continued progressin transition, Slovakia has
graduated from the Support for East European Democracy (SEED) assistance program, and modest
regional SEED funding for Slovakiawas discontinued in FY 2004.

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 2006 Foreign Military Financing
(FMF) and International Military Education and Training (IMET) will assist Sovakiain its effort to creste a
modern, capable force that can ensure national defense, contribute to NATO operations, and enhance
regiona stability. Slovakiasimportance to NATO was shown during the Kosovo and Afghanistan
conflicts, when the Sovak Government immediately granted crucia overflight and trangit rights. In
addition, Slovakia deployed 100 troops to KFOR and two trangport helicoptersto SFOR.  The contribution
of military engineering unitsto OIF and OEF further demonstrates the Slovak Government’ s commitment
to support both NATO goalsand U.S. effortsin the Globa War on Terrorism (GWOT).

FMF and IMET programsare acrucia way for the United States to show support for Slovakia s efforts and
directly contribute to their success. TheFY 2006 FMF and IMET requests will fund avariety of programs
focusing on defense reform and development of Slovakias niche capabilities, thereby helping the Slovaks
to meet their god of force modernization, ensuring their NATO interoperability, and enabling continued
Slovek assstancein the GWOT. Specific FMF projectswill include: nuclear, biological, and chemical
(NBC) consequence-management capability; search and rescue capability (including night-vision
equipment); communi cations equipment; in-country English language training; defense reform consultants,
and instrumentation for a national maneuver training area. IMET assistance will focus on officer and NCO
training, the reorganization of the officer corps along Western lines through professional military education
courses, English language training, technical training, and the development of mobile training teamsto train
large numbers of military and defense personnd.

In FY 2006, Slovakiawill once again be eigible to receive grant Excess Defense Articles (EDA) under
section 516 of the Foreign Assistance Act. Thetransfer of EDA will assist Sovakiain meeting its defense
requirements and furthering itsinteroperability.

Aspart of its efforts to prevent the proliferation of weapons of mass destruction, their delivery systems, and
other weapons, the United Statesis providing Nonproliferation, Anti-terrorism, Mining and Related
Projects (NADR)-funded Export Control and Related Border Security (EXBS) assstance to help Slovakia
strengthen its export control system. Thisis particularly important as Sovakiais part of the EU’ s eastern
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Schengen border with Ukraine. FY 2006 NADR-EXBS funds will support the provision of enforcement
equipment, including radiation detection devices, along with overland, air, and rail investigative training.
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Slovenia
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FMF 1,974 1,488 1,000
IMET 950 950 900
NADR-EXBS 365 495 50

Sloveniabecame amember of the European Union and NATO in 2004. Serving as a bridge between East
and West, Sloveniaplaysacentral role in exporting peace and stability to southeast Europe. Asapeaceful,
middle-income democracy, Soveniaisastabilizing factor in acriss-ridden area, especidly given its
cultural, historical, social and political tieswith the states that congtituted the former Yugodavia. Sovenia
provided 180 troops to the NATO-led Stabilization Forcein Bosnia and Herzegovina (SFOR) and
contributes 35 troops to the Kosovo Force (KFOR). Sloveniaisaleading investor in the Bakans and plays
an important role in regional demining efforts. Slovenia has also promoted security in Central Asiaand the
Middle East by providing 20 troops (currently on second deployment) to the International Security Force
(ISAF) in Afghanistan and reconstruction assistance to Iraqg, including police trainers and psycho-socid
assistance to children affected by the conflict.

Sloveniamodelsits armed forces on those of the United States and other NATO Allies. Although
Slovenia s sound economic Stuation has enabled it to fund alarge portion of its defense reform needs, U.S.
assistance continuesto play acritical role, heping Sloveniato modernize and reform its military and to
assg it inimplementing its NATO Membership Action Plan gods. FY 2006 Foreign Military Financing
(FMF) will address the following top priorities: upgradesto the airfield at Cerklje Airbase; the procurement
of amultipleintegrated laser engagement system (MILES); instructors for an English language center; and
the provision of command, control, communications, computers and intelligence) (C4l) and data
management equipment. FMF assistance will support greater interoperability between NATO and
Sovenian forces, aswell ascritical reform of Slovenias military command structures. FMF assistance may
also be used to support programs such as defense reform and continued implementation of Partnership and
Individual Country Action Plan goals. This may include communications equipment, air defense radar,
English language training and equipment for their simulation center.

In FY 2006, Sloveniawill once again be eigible to receive Excess Defense Articles (EDA) on agrant basis
under section 516 of the Foreign Assistance Act. Transfer of grant EDA to Sloveniawill assst Soveniain
meeting its defense requirements and further its NATO interoperability.

FY 2006 International Military Education and Training (IMET) will help Sloveniato continueits
integration into NATO structures and to serve as along-term guarantor of peace and stability through
expanded English-language training as well astraining in rule of law, civil-military control and human
rights. IMET courses have strengthened the professionalism and leadership skills of Slovenia's military and
civilian personnel and have hel ped improve the technical and managerial skills of the Ministry of Defense.
FY 2006 IMET will target non-commissioned officer (NCO) development, English language training,
officer corpstraining, Ministry of Defense civilian development, and provide coursesin combating
terrorism through mobile training teams.

Aspart of its efforts to prevent the proliferation of weapons of mass destruction, their delivery systems,
related technologies, and other weapons, the United States is providing Nonproliferation, Anti-Terrorism,
Demining, and Related Programs (NADR)-funded Export Control and Related Border Security (EXBS)
assstance in the form of a cooperative program to help Sloveniaestablish fully effective export controls
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over sengitiveitems. FY 2006 NADR-EXBS funding will focus on improving export licensing and
industry outreach capabilities through regional EXBS nonproliferation advisors.
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Tajikistan
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FMF 1,995 496 500
FSA 24,451 27,000 25,000
IMET 351 350 350
NADR-EXBS 300 300 600
NADR-SALW - - 300
P.L.480Titlell 7,009 15,458 10,374

Tajikistan shares a porous border with Afghanistan that givesit specia importance in the region in terms of
interdicting terrorists and illegal narcotics. Thissmall nation faces daunting challenges: its democratic
institutions are underdeveloped and fragile, and its economy remains crippled from the effects of its 1992-
97 civil war. Tgjikistan has supported the Globa War on Terrorism (GWOT), Operation Enduring
Freedom (OEF) and Operation Iragi Freedom (OIF) unreservedly from the beginning, and continues to do
0.

U.S. assgtance seeks to enhance Tgjikistan’ sterritoria integrity and security, prevent the flow of narcotics,
illicit weapons, and persons of concern, foster democratic and economic reforms and address dire
humanitarian needs. A stable, peaceful Tqjikistan, secure within its own borders, will help prevent the
spread of radical groups and terrorists, and increase the potential for development in the region.

FREEDOM Support Act (FSA)-funded health assistance includes a quality primary hedlth care program
that isworking with the Ministry of Health to create amore cost-effective and equitable hedlth care system.
Other hedlth programsinclude drug awareness and prevention, reproductive and maternal/child health, and
smdl grantsto non-governmental organizations (NGOs) activein the area of hedlth. The effort to indtitute a
family doctor system based on a successful Kyrgyz Republic modd will continuein FY 2006. Infectious
disease programs will continue to focus on fighting tuberculosis, maaria, and HIV/AIDS.

FSA-funded economic development programs combine support for small and medium-sized enterprises
(SMES), business educetion, microfinance, with support for policy reform efforts, including accession to the
World Trade Organization (WTO), fiscal and banking reform, judicia and commercial law reform, and
updating the country'sland tenure legidation. Assistanceto SMEswill seek to alleviate poverty through
expanded business opportunities and employment creation, with a continuing focus on the volatile Ferghana
Valley region. Inthisheavily agricultural country, FSA-funded technical assistance will also help
specidiststo better manage water and energy resources and to repair irrigation systems and improve farms
water management practices.

FSA-funded democracy assistance will continue to support the development of civil society in Tgjikistan by
assisting anetwork of NGO support centers and community associations and through direct grantsto
NGOs. Democracy programs will also promote civic education in high schools, increase accessto
information viaindependent media, work with the parliament to incresse its effectiveness and
responsiveness to citizen interests, and support legal education and associations. Nonpartisan political party
development efforts will continue, with afocus on the 2006 presidentia elections; FSA funding will also
support training for poll workers, voter education initiatives, grantsto civil society groups to conduct get-
out-the-vote campaigns, and training for journalists, with the aim of encouraging afree and fair electora
process.
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An FSA-funded basi ¢ education program will continue to help counteract the decline in primary and
secondary education, and better equip students with civic and labor-force skills. The program will train
teachers in more interactive teaching methods, focused on integrating critical thinking skillsinto curricula
and teaching materias. Other program godsinclude increasing parent and community involvement in
schools, strengthening the capacity of school administrators, and improving school infrastructure.

Trafficking in personsis a serious problem in Tgjikistan. Through public service announcements,
brochures, talk shows, radio call-in programs, and amobile thester group, a prevention program will inform
the public about the risks and dangers associated with trafficking in persons. FSA fundswill continue to
support prosecution of traffickers, in cooperation with the Ministry of Internal Affairs. FSA-funded efforts
to protect victims of trafficking will continue, through support for victim repatriation and vocational
training programs.

T4jikistan has committed to cooperate with the United States on countering terrorism, the proliferation of
weapons of mass destruction (WMD), weapons technology and other illicit arms and drug trafficking. In
light of the 2005 Russian Border Guard's withdrawal from the Tgjik-Afghan border, and the lack of any
government guards on the Afghan side of the border, in FY 2006, the United States intends to increase
funding for the Export Control and Related Border Security (EXBS) Assistance Program funded through
the FSA and Nonproliferation, Anti-terrorism, Demining, and Related Programs (NADR) accounts. The
EXBS Program will continue to improve Tgjikistan's export control system to detect, deter, and interdict
WMD and other destabilizing technology. The EXBS Program will address specific challenges posed by
the withdrawa of the Russian Border Guard, through training and equipment to establish security and stop
proliferation at the borders. Technica workshops on export control enforcement and WMD awareness
training will give the Tajikistani Border Guard and Customs Service a critical knowledge base for dealing
with proliferation issues. FY 2006 NADR Small Armg/Light Weapons Destruction (SA/LW) funds will
help stop weapons proliferation through the funding of physical security upgrades at weapons storage Sites
and destruction of excess SA/LW. NADR regional Nonproliferation of WMD Expertise funds provided
through the Science Centers Program and the Bio/Chem Redirect Program will extend efforts to redirect
Tajikistani scientists with WM D-rel evant expertiseinto peaceful, economicaly sustainablework. U.S.-
funded research isengaging Tajikistani scientistsin fields of human and anima disease research,
remediation of environmental damage including radioactivity, and Central Asia-wide seismic monitoring.

Taikistan supports U.S. security interests and objectives. Tgjikistan permitted U.S. and codition forcesto
land and refud in itsterritory while conducting operationsin Afghanistan. It has also expressed support for
the Proliferation Security Initiative (PSl). However, Tgjikistan remains the poorest and least well equipped
military of theformer Soviet Union. Tgjikistan requires substantial assistance for military reformin all
aress.

FY 2006 Foreign Military Financing (FMF) will be used to equip and train the Tgjikistani Army with
uniforms, night-vision devices and communications equipment. Additional areas of focusfor FMF
assistance will include medical equipment for Tgjikistani forces and maintenance systems to account for
and track U.S.-supplied equipment of al kinds. InFY 2006, Tgjikistan will once again be digibleto
receive Excess Defense Articles (EDA) on agrant basis under section 516 of the Foreign Assistance Act.
Transfers of EDA will assist Tgjikistan to meet its defense requirements and further itsNATO
interoperability.

FY 2006 Internationa Military Education and Training (IMET) fundswill be used to professonaize and
Westernize Tgjikistan's Armed Forces and improve Tagjikistan's capability to support GWOT objectives.
IMET classes planned for FY 2006 include basic/advanced officer education courses, specialized combat
training, and English language training. The combat training is required to enable Tgikistan to secureits
mountainous borders and remote regions against narco-traffickers and terrorist infiltrators, and will be
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provided in direct support of U.S. interest and force protection for U.S. forces operating in Uzbekistan and
Afghanistan.

FSA-funded law enforcement and judicia reform effortswill continue to focus on ingtitution-building,
particularly with regard to efforts to enhance the Tgjikistani Government's ability to interdict the flow of
illega narcotics out of neighboring Afghanistan. FSA funds will to support the continued operation of the
Tgjik Government's Drug Control Agency (DCA), the provision of training and equipment for Tajik Border
Guardsto carry out counter-narcotics efforts, programs to address financia crime and to support the overall
development of the country's law enforcement and judicia ingtitutions.

FY 2006 FSA funding will continue to support the posting of aU.S. law enforcement advisor at the U.S.
Embassy in Dushanbe to better oversee U.S. law enforcement programsin Tgjikistan. U.S. law
enforcement assistance will increasein FY 2006 to ensure continued support for the new Tgjikistani DCA,
to support counter-narcotics cooperation between such Tgjikistani law enforcement agenciesand the U.S.
Drug Enforcement Administration, to expand law enforcement devel opment programsto improve the very
poor state of Tgjikistani law enforcement agencies equipment, training and practices, to continue border
security improvements, to continue reform activities involving the judicia sector and the prosecutor’s
office, and to address terrorist financing and money laundering.

Continuing in FY 2006, FSA-funded humanitarian programswill provide critical medical and emergency
help to impoverished personsin underserved and remote areas of Tgjikistan. U.S. NGOs working with the
U.S. Government in partnership with the Government of Tgjikistan and local Tajik NGOs will administer
basic medica services and provide essential medicines, clothing and food to children, the elderly and other
vulnerable populations. Thisassstanceisintegra to aleviating poverty and preventing widespread health
problems and suffering in popul ations beyond the reach of the limited social welfare programs implemented
by local governments.
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Turkey

($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
ESF 10,000 - 10,000
FMF 35,000 33,728 25,000
IMET 5,000 4,000 3,000
NADR-EXBS 600 600 750

Turkey isamajor codlition partner in the Global War on Terrorism (GWQOT), an active ally and partner in
the reconstruction of Irag and Afghanistan, and a pro-Western democracy in atroubled region.
Strategically located between Europe and the Greater Middle East, Turkey isakey NATO dly and
continues to demonstrate strong support for Operation Enduring Freedom (OEF), the International Security
Assistance Force (ISAF) in Afghanistan, and Operation Iragi Freedom. In February 2005, Turkey will
assume the command of 1SAF for asecond time. Turkey continuesto allow criticd U.S. humanitarian
shipmentsto passto Irag and is aso supplying Irag with much-needed eectricity. In addition, Turkey has
granted the United States overflight rights and use of itskey airbase, Incirlik. U.S basesand other facilities
on Turkish territory areimportant elementsin the ability of the United States to maintain the security of the
region and of itsalies.

Turkey’smgjor support for these U.S. and Allied efforts comes despite afragile economy, tight fiscal
restrictions and, with respect to Irag, areuctant public. The FY 2006 Economic Support Fund (ESF)
request will help Turkey to consolidate the economic gainsit has achieved through an ambitious reform
program, despite substantial debt-servicing requirements, and will enable Turkey to expand its effortsin
Afghanistan and the GWOT. ESF fundswill support programsto help Turkey address poverty and
employment problems, thereby contributing to the country'sinternal stability and demonstrating continued
U.S. support.

Foreign Military Financing (FMF) is essentid to the U.S. policy of helping Turkey modernize and
strengthen its armed forces and to keep them fully compatible with those of other NATO dlies. Turkey
requires additional U.S.-origin equipment and servicesto continue itsimpressive level of support to I1SAF,
OEF, and the GWOT. FMF-provided equipment and services will aso further Turkey’ s effortsto
modernize its armed forces, improve its command, control, communications, computers and intelligence
(CAl) interoperability with NATO and coalition forces, and to provide vehicles, disaster relief, and search
and rescue equipment in support of Turkey's participation in anti-terrorist, peacekeeping, humanitarian, and
other operations. FY 2006 FMF will fund the acquisition of C4l equipment for anationa command center;
five- and ten-ton trucks; upgraded communi cations equipment with mobile satellite ground terminals;
Harpoon missiles and MK-46 torpedo upgrades; an integrated logistics computer system; contracted
drategic airlift; UH-1 helicopter upgrades; equipment to establish a counter-terrorism center of excellence;
aPartnership for Peace (PfP) center; weapons of mass destruction (WMD) detection equipment; support for
an air warfare and combat training center; enhanced man-portable air defense sysem (MANPADS)
detection equipment; and upgrades to a Perry-classfrigate.

In FY 2006, Turkey will once again be digible to receive grants of Excess Defense Articles (EDA) under
section 516 of the Foreign Assistance Act. Thetransfer of EDA will assist Turkey in meeting its defense
requirements and further its NATO interoperability.

International Military Education and Training (IMET) continuesto achieve great successin Turkey, as
regiond ingtability, increasing NATO demands, and international terrorism dictate the need for awell
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trained, U.S.-oriented Turkish officer corps. IMET isthe most effective mechanism for providing Turkish
officerswith the professiona skills (including English language) and outlook that will solidify Turkey’s
growing vaue to the United States as atrusted ally.

As part of its continued effortsto prevent the proliferation of WMD, their ddlivery systems, related
technologies, and other weapons, the United Statesis providing Nonproliferation, Anti-terrorism, Demining
and Related Programs (NADR)-funded Export Control and Related Border Security (EXBS) Assistancein
the form of acooperative program to help Turkey establish afully effective export control system. NADR-
EXBS activitiesinclude training in industry and government outreach training and in the effective
identification of WMD commodities. FY 2006 NADR-EXBS funding will provide training in detection,
targeting and ingpection techniques for export control enforcement officers stationed along Turkey's border,
aswaell as an upgrade and expansion of Turkey’ sradiation detection program.
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Turkmenistan
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FMF 500 694 400
FSA 5,700 6,505 5,500
IMET 340 450 300
NADR-EXBS - - 400
Peace Corps 1,858 1,672 1,486

The United States has strategic and economic interests in helping Turkmenistan achieve political stability,
independence, and integration into the global economy. However, the highly centralized and authoritarian
rule of President Niyazov islimiting the scope of U.S. assistance programs. Turkmenistan hasthe world's
fourth largest gas reserves and significant oil reserves. U.S. assistance to Turkmenistan seeks to enhance
Turkmenistan's stability and to promote security cooperation in the interests of both countries, while
atempting to strengthen civil society and improve hedth care. Turkmenistan's government is not currently
receptive to democratic or economic reform, or to many types of law enforcement assistance.

FREEDOM Support Act (FSA)-funded socid sector programs focus on improving hedlth care, controlling
tuberculosis and other infectious diseases, preventing the spread of HIV/AIDS, and improving maternal and
child health services. The Turkmen Government's positive response to materna and child hedlth efforts has
led the U.S. to concentrate on modelsfor reform in this context, with encouraging results. An assessment
found amore than 50% decrease in child mortality in one region and a25% decrease in another over the
course of two yearsdueto U.S. interventions. Tuberculosis control efforts have also begun to pay
dividends. Intwo pilot Sites, the trestment success rate has increased from over 66% to over 73%.

Dueto the difficult environment for doing business in Turkmenistan, the U.S. Government has
discontinued its FSA-funded micro-credit activitiesthere. The remaining economic devel opment program
will provide technical assistance and training to entrepreneurs, agricultural producers, and self-governing
associations. FSA assistance aso supports seminars on commercid law to lawyers, law students and
entrepreneurs.

While some small steps have been taken by the Turkmen Government in 2004 to legalize certain forms of
activity by non-governmenta organizations (NGOSs), the space for civil-society activity remains extremely
limited. Parliamentary electionsin December 2004 reflected the lack of democratic process and freedom of
choice. FSA assistance will continue to support civil society where possible, and work with grassroots
citizen initiative groups outside the capital to make tangible improvements to the lives of ordinary citizens.
Effortsto reach out to the next generation of Turkmenistan'sleaders, with the goal of exposing them to
democratic culture and values, will include exchanges, training, Internet access, and a scholarship fund for
Turkmen students to attend the American University of Centrd Asa.

In FY 2006, the United States intends to continue to provide assistance under the FSA and
Nonproliferation, Anti-terrorism, Demining, and Related Programs (NADR) accountsin the areas of export
control and border security, and preventing terrorism and weapons smuggling. The NADR-funded Anti-
Terrorism Assstance Program (ATA) currently does not have an active program in Turkmenistan dueto a
lack of cooperation on the part of the Turkmen Government. Theseissuesare of particular concernin
Turkmenistan, which lies dong centuries-old trade and smuggling routes between the North Caucasus and
Southwest Asia. The NADR- and FSA-funded Export Control and Related Border Security (EXBS)
Assistance program will continue to enhance Turkmenistan’s capabilitiesto deter, detect, and interdict the
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proliferation of weapons of mass destruction and other destabilizing technology through the establishment
of alegal/regulatory framework, licensing system and enforcement mechanism for export controls.

Whileit has proven difficult to engage consistently with the Government of Turkmenistan on many matters
relating to the reform of law enforcement and the criminal justice sector, there have been some instances of
increased cooperation with government ministriesin thisarea. The U.S. has sought to move forward with
FSA-funded law enforcement assistance programs where they are possible and where they serve significant
U.S. interests. With an eyeto 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 a United Nations Office on Drugs and Crime
(UNODC) effort to improve border security aong the Turkmen-Afghan border; support 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 have a so supported a project to research and analyze
evidence of trafficking in persons (TIP) in Turkmenistan and to devel op strategiesto address causes of TIP.
FY 2006 FSA funding will support continued effortsin the area of counter-narcotics and support
opportunities for expanded measures againgt trafficking in persons.

Turkmenistan has received minima levels of Foreign Military Financing (FMF) and International Military
Education and Training (IMET) assistance. FY 2006 FMF will bolster security cooperation in border
controls, counterproliferation, and counterterrorism, providing funding for handheld radios and ground
gations. The IMET Program will continue to send Turkmen officersto the United States for English
language instruction and will support professiona development for junior to mid-level officers. FY 2006
IMET fundswill be used to educate and expose Turkmenistan's Armed Forces and civilian officialsto
Western-style democracy, and the concepts of rule of law, human rights and free markets.

In FY 2006, Turkmenistan will once again be eligible to receive Excess Defense Articles (EDA) on agrant

basis under section 516 of the Foreign Assistance Act. Transfer of EDA will assist Turkmenistan to meet
its defense requirements and further its NATO interoperability.
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Ukraine
($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
CsH 1,750 2,198 2,250
FMF 5,000 2,976 16,500
FSA 94,283 79,000 88,000
IMET 1,834 1,700 1,700
NADR-EXBS 1,500 1,500 1,600
NADR-SALW 642 1,500 1,500
Peace Corps 4504 4,642 4,345
PKO-SUP 3,500 - -

The United States has a nationa security interest in Ukraine's successful transition to a stable, independent,
democratic, market-oriented, and prosperous state, with good relations with its neighbors and strong linksto
the West. With apopulation of gpproximately 50 million and a Strategic location between Russiaand
Centrd Europe, Ukraine isimportant for building a secure, democratic, undivided Europe. Ukraine aso
can be akey partner of the United Statesin tackling mgjor challenges, such asthe proliferation of weapons
of mass destruction (WMD), the expansion of mutually beneficia trade and investment, and the shaping of
amore stable, democratic, and secure Europe. A strong supporter of Operation Enduring Freedom,
Operation Iragi Freedom, and the Global War on Terror, Ukraine is contributing more than 3,000
peacekeepersto missonsin Irag, the Balkans, the Middle East and Africa. Ukrainian peacekeepers have
been deployed in Kosovo since November 1999. Ukraine provides one of the largest contingents of
soldiersin the Polish-led division of troops of the codlition forcesin Iraqg.

The FY 2006 request for FREEDOM Support Act (FSA) funding is significantly higher than the FY 2005
alocation, reflecting the heightened possibility of making solid progress in both economic and democratic
reformsin partnership with the Y ushchenko government.  In FY 2004, the Administration developed a
gtrategy for phasing-out FSA-funded economic reform assistance to Ukrainein FY 2009. The United States
now has anew opportunity to put in place alegacy of sustainable ingtitutions that can continue to promote
demoacratic reform, human rights, and economic growth. In FY 2004, FSA assistance was used to broaden
Ukraine's growing civil society, foster participatory democracy and human rights, and buttress the
independent media. While the media environment in Ukraine deteriorated in 2004 in the face of
government pressure in the run up to the presidentia election, the strongly expressed will of the Ukrainian
peoplein the “ Orange Revolution” gave many journdists, even those in the state-sponsored media, the
courageto report freely. These actions bode well for democratic processesin Ukraine. InFY 2006, the
United States will focus increased resources on supporting the economic, democratic, rule of law, and
security reform efforts of the new government. Democracy assistance will continue to support independent
media, locd non-governmenta organizations (NGOs), palitical parties, independent research ingtitutions
that serve as watchdogs over the government's activities and articulate public interests.

Ukraine'slong-term political stability is closely linked to its economic prosperity, and especiadly to therise
of abroad entrepreneurial middle class. FY 2006 FSA funding will support technical assistance to the
Ukrainian Government in the preparation of laws and regulatory codes to establish a market-oriented
commercid lega framework. FSA funding also will support the Ukrainian Government's effortsto
implement economic reforms necessary to build on the country's expected accession to the World Trade
Organization (WTO). Much of FSA-funded economic reform assistance will be focused on private-sector
development. This assistance will help private enterprises become more competitive and efficient through
programsto improve credit availability and promote international accounting standards, corporate
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governance and shareholder rights. Particular attention will be paid to the development of smal and
medium-sized enterprises (SMES), the most likely source of long-term sustained innovation and growth,
and potentially important proponents of government transparency and accountability. A critical mass of
privatized enterprises has been restructured, but the task remains to ingtitutionalize the structurd reforms
and the privatization in order to permit sustainable economic growth in Ukraine' s emerging vibrant private
sector.

Ukraine continuesits participation in regiond law enforcement efforts, as an observer to the Southeast
European Cooperation Initiative (SECI) Center participating in organizational and operational activities.
Within the GUUAM Group, the regiona organization comprised of Georgia, Ukraine, Uzbekistan,
Azerbaijan, and Moldova, Ukraine has crested a national strategy which complements regiond activities
and is participating in the creation of the concept of avirtua law enforcement center. Ukraine hasaso
detailed two narcotics officersto Tashkent to assist in an Afghan heroin anti-trafficking project.

In addition, FSA fundswill focus on the agriculture sector, continuing land privatization, and on degpening
technical assistance to commercia banks for mortgage and long-term lending to help fund farmers
purchases of agricultural equipment. FSA fundswill support further development of agriculturd SMEsand
technical assistance to the government to promote agricultural policy reform. In the energy sector, FSA-
funded assistance will continue to focus on the development of a competitive wholesale electricity market
to improve the sector's performance and make it more compatible with the European network, Ukraine' s
natural market.

In FY 2006, the primary objectives of FSA-funded law enforcement assistance will include supporting the
Y ushchenko government’ s goa of reducing corruption and promoting rule of law, and bringing about
improvementsin Ukrainian law enforcement agencies capabilitiesto combat money laundering, enforce
intellectual property rights, and improve border security against transnational crimina activitiessuch as
narcotics smuggling and trafficking in persons (T1P). FY 2006 FSA funding will help the recently
established Financia Intelligence Unit detect suspicious currency transactionsin Ukraine. The provision of
training and specialized forensic equipment will support the efforts of Ukrainian law enforcement agencies
to detect and prosecute criminal violations of intellectual property rights. To further support effortsto
combat TIP, training will be provided to prosecutors and judges. Funding will also support the transition of
the paramilitary Ukrainian Border Guardsto acivilian policeforce.

Ukraine s growing problemsin thefield of public health pose apotentia threat to U.S. national security.
Ukraine has one of the fastest rates of increasein HIV and tuberculosisinfection in the world. Both
diseases are a the pre-epidemic break-out levels seen earlier in African countries, which were later
devadtated by these infectious diseases. FY 2006 FSA and Child Survival and Health Programs (CSH)
fundswill focus on prevention and treatment of HIV/AIDS, with some funds for supporting implementation
in Ukraine of programs being provided by the Global Fund to Fight AIDS, Tuberculosisand Maaria
(Globd ATM Fund). FSA-funded programsto arrest the spread of HIV/AIDS will dso help prevent
mother-to-child transmission of HIV/AIDS, and will also address the spread of multi-drug-resistant strains
of tuberculosis.

In FY 2006, both FSA and Nonproliferation, Anti-terrorism, Demining, and Related Programs (NADR)-
funded assistance activities will continue to help the Ukrainian Government reduce the risks of proliferation
of WMD, related materials, and technologies. Assistiance will focus on enhanced border controls, mobile
response teams, and enhanced communications and cooperation with law enforcement in the area of border
control. Internal compliance with export controlswill also continue to be ahigh priority of FY 2006
assstance. Through the Small Arms/Light Weapons (SA/LW) destruction program funded under the
NADR account, the U.S. will continue to be the lead nation in the NATO Partnership for Peace Trust Fund
for destruction of man-portable air defense systems (MANPADS), SA/LW, and munitions.
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The Export Control and Related Border Security (EXBS) Assistance Program funded under the FSA and
NADR accountsis designed to facilitate establishment of an effective nationa export control and border
security system to prevent the proliferation of WMD, their missile delivery systems, related items and other
weapons. In FY 2006, the EXBS Program will further assist Ukraine in the development of laws,
regulations, and licensing procedures and practices, and interna control proceduresfor industry. It will aso
continue to provide assistance to enhance border controls with training, equipment, and advisory assistance
through the resident EXBS advisors. This assistance directly complements the U.S. overarching policy to
help Ukraine combat corruption and organized crime.

The U.S. continues to engage Ukrainian former weapons scientists by funding grant proposals through the
intergovernmental Science and Technology Center in Ukraine (STCU) and the U.S. Civilian Research and
Deveopment Foundation (CRDF). Thegod of these programsisto fully integrate Ukrainian scientific
ingtitutes into the global scientific and business communities, and thereby enable them to move toward self-
sudtainability. Funding in FY 2006 will therefore focus on projects with commercia potentia or the
potential to generate further research grants. 1n addition, there will be an emphasis on partnership projects
between private companies and Ukrainian ingtitutes.

Ensuring the safe and reliable provision of nuclear energy, and working toward completion of the
Chornoby! nuclear plant closure and confinement remain high priorities. The Department of Energy will
continue programs to safeguard nuclear facilities (including nuclear power plants), materia, and
transportation, acritica U.S. interest, aswell asincrease Ukraine s energy independence by fostering
diversfication of its nuclear fuel supply to include the ability to purchase U.S.-produced nuclear fud. 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. In FY 2006, a higher proportion of FSA fundswill be provided to the
multi-year, multi-nationa project of building a sarcophagus around Chornobyl. Funding for Chornobyl
confinement is particularly critical at this stage as work commences on the new shelter itsef, the single
largest, most complex, and most expensive e ement of the project.

FY 2006 Foreign Military Financing (FMF) will continue to support defense reform and enhance
command, control, and communications capabilities, enabling Ukrainian forces to operate more effectively
alongside U.S., NATO and Coalition forces. Funding will focus on amodeling and simulation network;
military education curriculum devel opment; anon-commissioned officer professona devel opment
program; organizational reform; ajoint center for lessons learned (including computers and software);
training on operational planning procedures; force management technica assistance; communications
equipment; support for arapid reaction force; and spare parts for high-mobility multipurpose wheeled
vehicles (HMMWVs or Humvees). International Military Education and Training (IMET) will seek to
develop a cadre of Ukrainian mid- and senior-level officers capable of providing English language training,
with the goa of maximizing interoperability with Western militaries. The IMET Program will aso focus
on training aspecidly designed peacekeeping battalion that can rapidly react to shifting threets, following
on Ukraine' s provision of forcesto the Kosovo Force (KFOR) and Irag. InFY 2006, Ukraine will once
again be digible to receive Excess Defense Articles (EDA) on agrant basis under section 516 of the
Foreign Assistance Act (FAA). Transfer of EDA will assist Ukraine to meet its defense requirements and
further itsNATO interoperability.

Asin other Eurasian countries, segments of the Ukrainian population, including the victims of Chornobyl,
arein need of humanitarian assstance. Humanitarian commodities are provided through U.S. private
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 2006, targeting the
most vulnerable members of society through programs implemented by U.S. PVOs.
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Uzbekistan

($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FMF - 10,912 4,000
FSA 35,888 33,500 30,000
IMET 484 800 600
NADR-EXBS - 1,200 500
Peace Corps 2,070 2,305 2,293

Uzbekistan isakey dtrategic partner in the Globa War on Terrorism (GWQOT) and one of the most
influential countriesin Central Asia. Uzbekistan has consistently supported U.S. foreign policy godls,
alowing U.S. and Coadlition forces to use abase in Karshi-Khanabad in support of Operations Enduring
Freedom and Iragi Freedom. However, Uzbekistan's poor record on human rights, democracy, and
religious freedom continues to be an issue complicating its relations with the United States. Whilethe
Uzbek Government has taken some important steps to address torture and to establish police accountability,
it has not made any progress on democretic reform, placing further restrictions on the activities of non-
governmental organizations (NGOs) and the press.

The Organization for Security and Cooperation in Europe (OSCE) concluded that Uzbekistan's December
2004 parliamentary dectionsfdl significantly short of the country’s OSCE commitments and other
international standards for democratic elections. In 2004, the Secretary of State declined to make the
determination required in section 568(a) of the Foreign Operations Authorization Act, 2004, that
Uzbekistan was making progress in meeting its commitments under the 2002 Strategic Partnership
Framework; asaresult, U.S. military, border security, and economic reform assistance planned for the
central government of Uzbekistan was reprogrammed to other uses.

In thefield of economic policy, the Government of Uzbekistan managed to unify exchange rates and
introduced current account convertibility in October 2003, but did so by placing severe limitations on retail
and wholesaletrade. These measures crippled the informa sector and left many thousands without
employment and income. Similarly, in 2004, there wasllittle progress on economic reform.

U.S. assistance to Uzbekistan seeks to enhance the sovereignty, territorial integrity and security of
Uzbekistan, diminish the appeal of extremism by strengthening civil society and urging respect for human
rights, improve management of natural resources, and help relieve human suffering. FREEDOM Support
Act (FSA)-funded assistance will continue to strengthen primary health care, fight infectious diseases
including HIV/AIDS and tuberculosis, and improve maternal and child health services. A natural resources
management program will seek to improve Uzbekistan’ s management of its water and energy resources.
The program includes equipping and training new irrigation system operating agencies, helping to establish
water users associations, and improving the policy and regulatory framework for management of water
resources. Natural resources assistance isimproving water-usage efficiency and mitigating the potential for
conflict over regionaly shared water. FSA-funded programs designed to improve the environment for the
growth of small and medium-sized enterprises (SMEs) will include business training and advisory services,
accounting reform, micro-finance, and strengthening of economics and business education in higher
education ingtitutions.

FSA-funded democracy assistance will continue to pursue the longer-term goa of building constituencies

for democratic reform among the broader population. The main prioritiesfor this assistance include
promoting human rights, combating trafficking in persons, assisting the development of independent
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politica parties (to the extent alowed by Uzbek law), fostering an independent judiciary, asssting in the
professiond development of young lawyers and the provision of legd aid to citizens, and enhancing civic
participation through the growth of independent mediaand a strong NGO sector. FSA-funded democracy
assistance will continue to help NGOs through a network of seven civil society support centers and small
grantsfor civicinitiatives. The U.S. will also continue to assist independent television and radio stations
throughout the country through production grants, training opportunities, and legal defense. Whileno
independent parties were able to participate in the December 2004 parliamentary elections, the U.S. will
continue, in the hope of encouraging democratic devel opment but within the constraints set by the Uzbek
authorities, to provide training and technica assistance to both opposition movements and officially
registered parties.

Uzbekistan permits base access and overflight rightsto U.S., International Security Assistance Force
(ISAF), and NATO forces operating in Afghanistan under Operation Enduring Freedom (OEF). Despite
the presence of U.S. forces, Uzbekistan continuesto face terrorist attacks by the Idamic Movement of
Uzbekistan (IMU) and other extremist groups. Uzbekistan requires military assistance to combat these
threats within itsterritory and at its borders, as well as assistance for genera reforms aimed at Partnership
for Peace (PfP) cooperation and NATO interoperability. FY 2006 security assistance will continueto
enhance military cooperation between Uzbekistan and the United States, aswell aswith NATO and
Uzbekistan’ s Centra Asian neighbors through the Warsaw Initiative and Uzbekistan' s active participation
in PfP. The establishment of Uzbek forces capable of interdicting trafficking in weapons, persons and
narcotics, and combating the threat of terrorism in the region will contribute immensely to U.S. interests and
regional security.

FY 2006 Foreign Military Financing (FMF) will be devoted to establishing communications capability,
building on previous FMF-funded procurements of communications equipment. FMF will also be focused
on border security enhancements for the land border aswell asriver patrols, to improve Uzbekistan's
capacity to combat transnational threats. FMF funding will also be used to support defense reform through
career development programs for non-commissioned officers (NCOs), thereby enhancing interoperability
with NATO and PfP forces.

In FY 2006, Uzbekistan will once again be eigible to receive Excess Defense Articles (EDA) on agrant
basis under section 516 of the Foreign Assistance Act. Transfer of EDA will help Uzbekistan mest its
defense requirements and further its NATO interoperability.

FY 2006 IMET fundswill be used to develop a professiona military education system and astrong NCO
corps, and to deliver robust programsin the areas of mountain training, infantry training, specia forces
training, border security training, civil-military relations, emergency and disaster response, and English
language training.

In FY 2006, the United States is requesting funds to provide ass stance to enhance Uzbekistan' s ability to
cooperate with U.S. and Coalition forces to counter the flow of weagpons, narcotics, and terrorist insurgents
across borders and to enhance Uzbekistan’ s ability to protect its sovereignty and territorial integrity.
Assistance programs for weapons scientists under the FSA and Nonproliferation, Anti-terrorism, Demining,
and Related Programs (NADR) accounts will increasingly focus on funding individual scientiststo conduct
research that is salf-sustainable through commercial or other peaceful means.

The NADR- and FSA-funded Export Control and Related Border Security Assistance (EXBS) program
will improve Uzbekistan' s capacity to prevent the proliferation of weapons of mass destruction (WMD) and
other destahilizing technologies by enabling the Government of Uzbekistan to detect, deter and interdict
illicit trafficking in such items and transfers to end uses and end-users of proliferation concern. The EXBS
program in Uzbekistan would provide arange of assistance to support nonproliferation objectives, which
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include licensing and legd/regulatory technical workshops, and detection and interdiction equipment and
training for customs and border guards.

The NADR Antiterrorism Training Assistance (ATA) Program will continue to provide regionaly funded
counterterrorism training to Uzbek law enforcement agencies to help Uzbekistan respond to terrorist threats
and improve Uzbekistan' s capacity to participate fully in the GWOT. Theregionadly funded NADR
Science Centers and Bio-Chem Redirect programs engage Uzbek former weapons scientists through the
Science and Technology Center in Ukraine (STCU), amultilateral nonproliferation program focused on
preventing the proliferation of WMD expertise by redirecting former weagpons of mass destruction scientists
to peaceful and sustainable activities. The Bio-Chem Redirect Program provides funding to the Department
of Agriculture (USDA), the Department of Health and Human Services (HHS), and the Environmental
Protection Agency (EPA) to engage priority scientistsin collaborative civilian research programs.
Callectively, these NADR programs are funding research on arid land agriculture, seed crop development,
animal health, water quality, and endemic diseases such as madariaand cholera.

Uzbekistan isatrangit country for narcotics produced in neighboring Afghanistan. The United Statesis
cooperating with the Uzbek Government in the interdiction of illicit narcotics and in the denia of illega
revenues from such drug smuggling for use as financing by terrorist groups. In FY 2005, FSA law
enforcement funding increased to ensure continued support for counter-narcotics interdiction by Uzbek law
enforcement agencies and for Uzbek law enforcement agencies’ improved capability to cooperate with the
U.S. Drug Enforcement Administration. Thisincreased funding will continuein FY 2006. FY 2006
funding will aso continue efforts to improve the treatment of sugpects and prisoners, to prevent the use of
torturein law enforcement, to bring Uzbek law into compliance with international obligations and to
strengthen Uzbek border controls.

Continuing in FY 2006, FSA-funded humanitarian programswill provide critical medical and emergency
help to impoverished personsin underserved and remote areas of Uzbekistan. U.S. private voluntary
organizations working with the U.S. Government in partnership with the Government of Uzbekistan and
local NGOswill administer basic medica services and provide essential medicines, clothing and food to
children, the elderly and other vulnerable populations. Thisassistanceisintegra to aleviating poverty and
preventing widespread hedlth problems and suffering in populations beyond the reach of the limited social
welfare programs implemented by local governments.
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OSCE Regional - Europeand Eurasia

($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
PKO 8,014 2,400 2,000

FY 2006 Peacekeeping Operations (PK O) funds will support regional activities of the Organization for
Security and Cooperation in Europe (OSCE) , including peacekeeping, post-conflict and el ection-rel ated
activities, aswell asasmall portion of the U.S. share of the OSCE's field missionsin the Bakans and the
former Soviet Union and the salaries of certain American citizens seconded to work in those missions. The
bulk of the remaining voluntary contribution, staffing and regiona activity costswill be covered using
$29,350,000 in FY 2006 Support for East European Democracy (SEED) regiona funds and $10,000,000 in
FY 2006 FREEDOM Support Act (FSA) regional funds, to be used for the benefit of SEED and FSA
recipient countries, respectively. In addition, $1,500,000 in SEED regiond funds and $3,000,000 in FSA
regiona fundsisbeing requested for extra-budgetary contributions to the OSCE for high-priority projectsto
promote human rights, democratization, economic development and environmental protection.

The U.S. paysfor ashare of OSCE operations, which support U.S. goas of preventing destabilizing
conflictsin the former communist states, resolving certain ongoing disputes, containing and reducing
instability in the Balkan states and states of the former Soviet Union, assisting with post-conflict
rehabilitation, combating transnational thrests to stability, and implementing measures against terrorism.
OSCE aso provides arapid crisis-response capability through the Rapid Expert and Assistance
Cooperation Team (REACT) program, and undertakes responsibilities as called for under the Dayton
Agreement. OSCE stabilization efforts help prevent conflicts and unrest that can be exploited by terrorist

groups.

The OSCE' s core objectivesinclude early warning, conflict prevention, crisis management and post-
conflict rehabilitation, and are focused on economic, environmental, human, and political aspects of
security and stability. The requested fundswill support U.S. contributions to the OSCE, whose expertisein
conflict prevention, confidence and security-building measures, conventional arms control, peacekeeping,
good governance, democratization, human rights, rule of law, and eections are closaly linked with U.S.
Government policy objectives. These fundswill also support OSCE el ection observation missions and
elections-related activities, peacekeeping-related activities such as conventional arms control projects,
OSCE fidld activities to monitor implementation of agreements to resolve existing regional or inter-ethnic
conflicts, fielding of rapid-response teams to prevent new regiond tensions from developing into armed
conflict, counter-terrorism and border security initiatives within the OSCE region (including measuresto
improve document and container security), and staffing (and related costs) for OSCE bodies in positions
that support U.S. foreign policy objectives. Funding for the salaries 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) is both acrucial 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.

Program Assessment Rating Tool (PART)/Perfor mance Evaluation

For preparation of the FY 2005 budget, the Administration reevaluated the Department’s PKO OSCE
Program using the Program Assessment Rating Tool (PART). The program was not reassessed for FY
2006. Inits second PART review, the program showed significant improvement from the FY 2004 rating of
Results Not Demongtrated to Moderately Effective. The program purposeisto provide funding to the
OSCE to ensure regional and sub-regiond stability in the independent states of the former Soviet Union and
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the countries of southeastern Europe. Findings from the PART process were afactor in the overall decision-
making processfor resources allocation. The FY 2005 OMB PART assessment acknowledged significant
improvements in the areas of strategic planning and program results. Other FY 2005 assessment
recommendations have been addressed, including the establishment by the USOSCE Mission Performance
Plan (MPP) of detailed performance indicators for resolution of conflictsin OSCE dtates.

Key Indicators: (1) Per Unit Cost of USG-Funded OSCE €l ection observation; (2) Conclusion and
implementation of acomprehensive political settlement of the conflict between Moldova and its breakaway
constituent region of Transnigtria; (3) OSCE Secretariat implementation of a comprehensive regulatory
framework on the basis of its program for Integrated Resource Management (IRMA); (4) A settlement of
the Nagorno-Karabakh conflict between Armeniaand Azerbaijan; (5) Adoption of decisonsand
implementation of measures to strengthen the OSCE budgeting process; (6) Implementation of a
comprehensive system to ensure accountability for U.S. extra-budgetary contributions to the OSCE; (7)
ODIHR/OSCE assessment of participating State compliance with international standards in the conduct of
elections; and (8) Level of implementation of an OSCE Action Plan on Activitiesto Combat Trafficking in
Human Beings.
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Regional FSA

($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
FSA 42,646 49,620 48,500

FREEDOM Support Act (FSA) regiond programs address the entire range of the U.S. Government’s
assistance objectives, including increased trade and foreign investment, development of small and medium-
sized enterprises (SMEs), combating crime and corruption, fighting trafficking in persons, and promating
economic restructuring and democratic reform. Eurasian regiona funds aso support programs that redirect
former Soviet weapons-of-mass destruction (WMD) expertise to peaceful activities and enhance the ability
of the Eurasian countries to prevent the proliferation of WMD and associated ddlivery systems, materias
and technologies, conventiona wegpons and other illicit trafficking acrosstheir borders.

Severa U.S. national interests in the Eurasian region are advanced through assistance projects that involve
more than one country. These programs, implemented by the Department of State, USAID, Department of
Homeland Security, and other U.S. Government agencies, include enhancing border security throughout the
region, fighting trafficking in narcotics and persons, and promoting water and energy-sector reformin
Central Asia. In the Caucasus, regiond funds support humanitarian relief effortsin Nagorno-Karabakh.

In addition, FSA regiona funds support the activities of several U.S. Government agenciesin the region,
including Trade and Development Agency feasibility studies, Treasury Department technical assistance,
Department of Agriculture training and exchange programs, Commerce Department training programs and
trade and investment support activities, and State and Justice Department regiona law enforcement training
programs that help states combat trafficking in narcotics and persons, reduce the likelihood of international
terrorist operations, and improve human-rights practicesin criminal justice institutions. These programs
promote regional cooperation and stability by providing opportunitiesfor citizens of the region to work
together to promote economic restructuring and democratic reform.

The FSA regiond budget also includesasmall contingency fund to enable the U.S. Government to respond
quickly to targets of opportunity such as democratic and economic reforms and peace settlements. This
fund is also used to augment projects that perform very well during the year and require additional support.

Beginning in FY 2005 and continuing in FY 2006, the FSA regiona account is aso funding U.S.
contributions toward the costs of maintaining Organization for Security and Cooperation in Europe (OSCE)
missionsin the Eurasian countries -- contributions that were previoudy funded with Peacekeeping
Operations (PKO) funds. OSCE missions undertake high-priority responsibilitiesin conflict prevention and
post-conflict democratization and stabilization. FSA regiona funds are also being used to pay the sdaries
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 I nstitutions and Human
Rights (ODIHR). The service of theseindividuasisboth acrucia U.S. Government contribution to the
effective work of the OSCE and akey means of maintaining U.S. influence over OSCE activities. A tota
of $10,000,000 in FY 2006 FSA regiona funding is being requested for these purposes. In addition,
$3,000,000 in FSA regiona funding is being requested to support extra-budgetary contributions to the
OSCE for high-priority projects to promote human rights, democratization, economic development and
environmental protection. (For additional details, please seethe “OSCE Regiond - Europe and Eurasia’

page.)
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Regional SEED

($in thousands)

Account FY 2004 Actua FY 2005 Edimate  FY 2006 Request
SEED 37,775 47,827 65,000

Support for East European Democracy (SEED) regiona funds help sustain the transition to democracy,
market economies, and socia stability in Southeast Europe. Through regional programs that bring together
several SEED countries, the United States pursuesits interests in economic growth, trade and investment
promotion, and reducing international criminal and terrorist threatsto U.S. citizens. In FY 2006, these
programs will focus on hel ping Southeast Europe accel erate its integration into Euro-Atlantic ingtitutions.
SEED-funded regiona programswill target terrorism, corruption, international crime, and trafficking in
persons, aswell as develop regiona capacitiesfor war crimestriasin the Balkans. SEED regiona funds
will aso support significant regional effortsto promote energy efficiency and help facilitate infrastructure
development. The SEED regiona budget also funds Congressiond directives related to health and
HIV/AIDS, and assistance to regiona non-governmental organizations (NGOs) through the National
Endowment for Democracy (NED).

Through regiond funding for both the Stability Pact for Southeastern Europe and the Regional Center for
Combating Transborder Crime (under the Southeast Europe Cooperative Initiative or SECI) in Bucharest,
the United States targets cross-border problems and leverages significant funding from European and
international donorsto support U.S. palicy priorities. Through the Stability Pact and SECI, the United
States funds technical assistance and promotes regional cooperation in such areas aslaw enforcement. The
countriesin thisregion areincreasingly “taking ownership” of border and customs control reform efforts
and cooperative regional law enforcement operationsthat combat organized crime, terrorism, and
trafficking in persons. Continued U.S. engagement with these efforts, including through support for the
Bucharest Anti-crime Center and the International Law Enforcement Academy (ILEA) in Budapest
remains an important catalyst to increased and effective regiona cooperation. ThelLEA provides high-
qudity training and technica assistance, supports ingtitution building and enforcement capability, and
encourages strong partnerships between countriesin theregion. The SECI Center has administered a series
of regional law enforcement operationsin the areas of human trafficking and the smuggling of narcotics,
smdl arms and excise value goods. These operations have cemented SECI’ srole as aregional forum for
law enforcement cooperation and information-sharing. The success of these cooperative efforts has dso
served to identify weaknessesin the criminal justices processes, which are being addressed by both U.S.
and European Union economic assistance.

Through SEED contributions to the Stability Pact, the United States leverages resources from European and
other donors. The USAID-administered Regiond Infrastructure Program in Southeastern Europe has
worked closdy with international financial ingtitutions and the European Union to facilitate and accelerate
over 2 hillion Euros worth of water and transport infrastructure projects. That cooperation led to ajoint
USAID- and International Finance Corporation-financed Balkans Infrastructure Development (BID)
Facility that will provide technical assistance in program proposa development. The BID Facility has
garnered support from avariety of Western European donor countries.

Starting in FY 2005 and continuing in FY 2006, the largest single item funded with regional SEED fundsis
saffing costs and U.S. voluntary contributions for Organization for Security and Cooperation in Europe
(OSCE) field missionsin Southeast Europe. The SEED regiona budget is funding the bulk of U.S.
voluntary contributions for OSCE missionsin the Balkans, U.S. contributions to the Office of the High
Representative (OHR) in Bosniaand Herzegovina, and security costs for senior Americans leading such
missions -- activities that were previoudy funded with Peacekeeping Operations (PKO) funds. OSCE
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missions undertake high-priority responsibilitiesin conflict prevention and post-conflict democratization
and dabilization. Regional SEED funds are also being used to pay the sdaries of American citizens
seconded to the OSCE Secretariat and field missions, aswell asthetravel costs of Americans serving as
election monitors for the OSCE' s Office of Democratic I ngtitutions and Human Rights (ODIHR). The
service of theseindividualsis both acrucid U.S. Government contribution to the effective work of the
OSCE and akey means of maintaining U.S. influence over OSCE activities. A total of $29,350,000in FY
2006 regional SEED funding is being requested for these purposes. In addition, $1,500,000 in regiona
SEED funding is being requested to support extra-budgetary contributions to the OSCE for high-priority
projects to promote human rights, democratization, economic devel opment and environmental protection.
(For additiond details, please see the “ OSCE Regional - Europe and Eurasid’ page.)
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