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Common Abbreviations

Common Abbreviations

ARS
CBRN
CFATF
DEA
DOJ
DOS
ESF
EU
FATF
FBI
FinCEN
FIU
GCC
IBC
IMF
INCSR
INM
INL

IRS
IRS-CID
JICC

MLAT

MOU

NBRF
NNICC

OAS
OAS/CICAD
OFC
OPBAT

UN Convention

UNODCCP
USAID
USG

ha
HCI
Kg
Mt

Alternative Remittance System

Caribbean Basin Radar Network

Caribbean Financial Action Task Force

Drug Enforcement Administration

Department of Justice

Department of State

Economic Support Fund

European Union

Financial Action Task Force

Federal Bureau of Investigation

Financial Crimes Enforcement Network

Financial Intelligence Unit

Gulf Cooperation Council

International Business Company

International Monetary Fund

International Narcotics Control Strategy Report

See INL

Bureau of International Narcotics Control and Law
Enforcement Affairs

Internal Revenue Service

Internal Revenue Service, Criminal Investigation Division

Joint Information Coordination Center

Mutual Legal Assistance Treaty

Memorandum of Understanding

Northern Border Response Force

National Narcotics Intelligence Consumers Committee

Organization of American States

Inter-American Drug Abuse Control Commission

Offshore Financial Center

Operation Bahamas, Turks and Caicos

1988 United Nations Convention Against lllicit Traffic in
Narcotic Drugs and Psychotropic Substances

United Nations Office for Drug Control and Crime Prevention

Agency for International Development

United States Government

Hectare

Hydrochloride (cocaine)
Kilogram

Metric Ton
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Introduction

Legislative Basis for the INCSR

The Department of State’s International Narcotics Control Strategy Report (INCSR) has been prepared
in accordance with section 489 of the Foreign Assistance Act of 1961, as amended (the “FAA,” 22
U.S.C. § 2291). The 2004 INCSR, published in March 2004, covers the year January 1 to December
31, 2003 and is published in two Parts, the second of which covers money laundering and financial
crimes. It is the 18th annual report prepared pursuant to the FAA. In addition to addressing the
reporting requirements of section 489 of the FAA (as well as sections 481(d)(2) and 484(c) of the
FAA and section 804 of the Narcotics Control Trade Act of 1974, as amended), the INCSR provides
the factual basis for the designations contained in the President’s report to Congress on the major
drug-transit or major illicit drug producing countries initially set forth in section 591 of the Kenneth
M. Ludden Foreign Operations, Export Financing, and Related Programs Appropriations Act, 2002
(P.L. 107-115) (the “FOAA”), and now made permanent pursuant to section 706 of the Foreign
Relations Authorization Act, Fiscal Year 2003 (P.L. 107-228) (the “FRAA”).

Section 706 of the FRAA requires that the President submit an annual report no later than September
15 identifying each country determined by the President to be a major drug-transit country or major
illicit drug producing country. The President is also required in that report to identify any country on
the majors list that has “failed demonstrably . . . to make substantial efforts” during the previous 12
months to adhere to international counternarcotics agreements and to take certain counternarcotics
measures set forth in U.S. law. U.S. assistance under the FY 2004 FOAA may not be provided to any
country designated as having “failed demonstrably” unless the President determines that the provision
of such assistance is vital to the U.S. national interests or that the country, at any time after the
President’s initial report to Congress, has made “substantial efforts” to comply with the
counternarcotics conditions in the legislation. This prohibition does not affect humanitarian,
counternarcotics, and certain other types of assistance that are authorized to be provided
notwithstanding any other provision of law.

The FAA requires a report on the extent to which each country or entity that received assistance under
chapter 8 of Part I of the Foreign Assistance Act in the past two fiscal years has “met the goals and
objectives of the United Nations Convention Against Illicit Traffic in Narcotic Drugs and
Psychotropic Substances” (the “1988 UN Drug Convention”). FAA § 489(a)(1)(A).

Although the Convention does not contain a list of goals and objectives, it does set forth a number of
obligations that the parties agree to undertake. Generally speaking, it requires the parties to take legal
measures to outlaw and punish all forms of illicit drug production, trafficking, and drug money
laundering, to control chemicals that can be used to process illicit drugs, and to cooperate in
international efforts to these ends. The statute lists action by foreign countries on the following issues
as relevant to evaluating performance under the 1988 UN Drug Convention: illicit cultivation,
production, distribution, sale, transport and financing, and money laundering, asset seizure,
extradition, mutual legal assistance, law enforcement and transit cooperation, precursor chemical
control, and demand reduction.

In attempting to evaluate whether countries and certain entities are meeting the goals and objectives of
the 1988 UN Drug Convention, the Department has used the best information it has available. The
2004 INCSR covers countries that range from major drug producing and drug-transit countries, where
drug control is a critical element of national policy, to small countries or entities where drug issues or
the capacity to deal with them are minimal. The reports vary in the extent of their coverage. For key
drug-control countries, where considerable information is available, we have provided comprehensive
reports. For some smaller countries or entities where only sketchy information is available, we have
included whatever data the responsible post could provide.
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The country chapters report upon actions-including plans, programs, and, where applicable,
timetables-toward fulfillment of Convention obligations. Because the 1988 UN Drug Convention’s
subject matter is so broad and availability of information on elements related to performance under the
Convention varies widely within and among countries, the Department’s views on the extent to which
a given country or entity is meeting the goals and objectives of the Convention are based on the
overall response of the country or entity to those goals and objectives. Reports will often include
discussion of foreign legal and regulatory structures. Although the Department strives to provide
accurate information, this report should not be used as the basis for determining legal rights or
obligations under U.S. or foreign law.

Some countries and other entities are not yet parties to the 1988 UN Drug Convention; some do not
have status in the United Nations and cannot become parties. For such countries or entities, we have
nonetheless considered actions taken by those countries or entities in areas covered by the Convention
as well as plans (if any) for becoming parties and for bringing their legislation into conformity with
the Convention’s requirements. Other countries have taken reservations, declarations, or
understanding to the 1988 UN Drug Convention or other relevant treaties; such reservations,
declarations, or understandings are generally not detailed in this report. For some of the smallest
countries or entities that have not been designated by the President as major illicit drug producing or
major drug-transit countries, the Department has insufficient information to make a judgment as to
whether the goals and objectives of the Convention are being met.

Unless otherwise noted in the relevant country chapters, the Department’s Bureau for International
Narcotics and Law Enforcement Affairs (INL) considers all countries and other entities with which the
United States has bilateral narcotics agreements to be meeting the goals and objectives of those
agreements.

Information concerning counternarcotics assistance is provided, pursuant to section 489(b) of the
FAA, in sections entitled “FY 2003-2004 Fiscal Summary and Functional Budget” and “Other USG
Assistance Provided.”

Major lllicit Drug Producing, Drug-Transit, Significant Source, Precursor Chemical,
and Money Laundering Countries

Section 489(a)(3) of the FAA requires the INCSR to identify:
(A) major illicit drug producing and major drug-transit countries,
(B) major sources of precursor chemicals used in the production of illicit narcotics; or
(C) major money laundering countries.

These countries are identified below.

Major lllicit Drug Producing and Major Drug-Transit Countries

A major illicit drug producing country is one in which:
(A) 1,000 hectares or more of illicit opium poppy is cultivated or harvested during a year;
(B) 1,000 hectares or more of illicit coca is cultivated or harvested during a year; or

(C) 5,000 hectares or more of illicit cannabis is cultivated or harvested during a year, unless
the President determines that such illicit cannabis production does not significantly affect the
United States. FAA § 481(e)(2).

A major drug-transit country is one:
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(A) that is a significant direct source of illicit narcotic or psychotropic drugs or other
controlled substances significantly affecting the United States; or

(B) through which are transported such drugs or substances. FAA § 481(e)(5).

The following major illicit drug producing and/or drug-transit countries were identified and notified to
Congress by the President consistent with section 706(1) of the Foreign Relations Authorization Act,
Fiscal Year 2003 (Public Law 107-228):

Afghanistan, The Bahamas, Bolivia, Brazil, Burma, China, Colombia, Dominican
Republic, Ecuador, Guatemala, Haiti, India, Jamaica, Laos, Mexico, Nigeria, Pakistan,
Panama, Paraguay, Peru, Thailand, Venezuela, and Vietnam.

Major Precursor Chemical Source Countries

The following countries have been determined to be major sources of precursor or essential chemicals
used in the production of illicit narcotics:

Argentina, Brazil, Canada, China, Germany, India, Mexico, the Netherlands, and the
United States.

Information is provided pursuant to section 489 of the FAA in the section entitled “Chemical
Controls.”

Major Money Laundering Countries

A major money laundering country is defined by statute as one “whose financial institutions engage in
currency transactions involving significant amounts of proceeds from international narcotics
trafficking.” FAA § 481(e)(7). However, the complex nature of money laundering transactions today
makes it difficult in many cases to distinguish the proceeds of narcotics trafficking from the proceeds
of other serious crime. Moreover, financial institutions engaging in transactions involving significant
amounts of proceeds of other serious crime are vulnerable to narcotics-related money laundering. This
year’s list of major money laundering countries recognizes this relationship by including all countries
and other jurisdictions, whose financial institutions engage in transactions involving significant
amounts of proceeds from all serious crime. The following countries/jurisdictions have been identified
this year in this category:

Antigua and Barbuda, Australia, Austria, the Bahamas, Brazil, Burma, Canada,
Cayman Islands, China, Colombia, Costa Rica, Cyprus, Dominica, the Dominican
Republic, France, Germany, Greece, Guernsey, Haiti, Hong Kong, Hungary, India,
Indonesia, the Isle of Man, Israel, Italy, Japan, Jersey, Lebanon, Liechtenstein,
Luxembourg, Macau, Mexico, Nauru, the Netherlands, Nigeria, Pakistan, Panama,
Paraguay, Philippines, Russia, Singapore, Spain, Switzerland, Taiwan, Thailand,
Turkey, Ukraine, United Arab Emirates, United Kingdom, United States, Uruguay, and
Venezuela.

Further information on these countries/entities and United States money laundering policies, as
required by section 489 of the FAA, is set forth in Part II of the INCSR in the section entitled “Money
Laundering and Financial Crimes.”
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Presidential Determination

White House Press Release
Office of the Press Secretary
Washington, DC
September 15, 2003

Presidential Determination No. 2003-38

Memorandum for the Secretary of State: Presidential Determination on Major Drug Transit or
Major Illicit Drug Producing Countries for 2004

Consistent with section 706(1) of the Foreign Relations Authorization Act, Fiscal Year 2003 (Public
Law 107-228) (the “FRAA”), I hereby identify the following countries as major drug-transit or major
illicit drug producing countries: Afghanistan, The Bahamas, Bolivia, Brazil, Burma, China, Colombia,
Dominican Republic, Ecuador, Guatemala, Haiti, India, Jamaica, Laos, Mexico, Nigeria, Pakistan,
Panama, Paraguay, Peru, Thailand, Venezuela, and Vietnam.

The Majors List applies by its terms to “countries.” The United States Government interprets the term
broadly to include entities that exercise autonomy over actions or omissions that could lead to a
decision to place them on the list and, subsequently, to determine their eligibility for certification. A
country's presence on the Majors List is not necessarily an adverse reflection of its government's
counternarcotics efforts or level of cooperation with the United States. Consistent with the statutory
definition of a major drug-transit or drug-producing country set forth in section 481(e)(5) of the
Foreign Assistance Act of 1961, as amended (the “FAA”), one of the reasons that major drug-transit or
drug producing countries are placed on the list is the combination of geographical, commercial, and
economic factors that allow drugs to transit or be produced despite the concerned governments most
assiduous enforcement measures.

Consistent with section 706(2)(A) of the FRAA, I hereby designate Burma and Haiti as countries that
have failed demonstrably during the previous 12 months to adhere to their obligations under inter-
national counternarcotics agreements and take the measures set forth in section 489(a)(1) of the FAA.
Attached to this report are justifications (statements of explanation) for each of the countries so
designated, as required by section 706(2)(B).

I have also determined, in accordance with provisions of section 706(3)(A) of the FRAA, that
provision of U.S. assistance to Haiti in FY 2004 is vital to the national interests of the United States.

Combating the threat of synthetic drugs remains a priority, particularly the threat from club drugs,
including MDMA (Ecstasy). Since January, we have redoubled our efforts with The Netherlands, from
which the majority of U.S. MDMA seizures originate. | commend the Government of The Netherlands
for its efforts to address this scourge, including increased enforcement, improved risk assessment and
targeting capabilities of passenger aircraft and cargo, and international cooperation to control
precursor chemicals. I urge the Government of The Netherlands to focus its efforts on dismantling the
significant criminal organizations responsible for this illicit trade, using all tools available to law
enforcement. Continued progress in implementing our joint action plan, developed in March, should
have a significant impact on the production and transit of MDMA from The Netherlands to the United
States. Although we have seen a stabilization of MDMA use rates domestically, there is an increase in
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the number of countries in which MDMA is produced and trafficked. We will continue to monitor the
threat from synthetic drugs and the emerging trends.

The United States and Canada are both targeted by international trafficking organizations. We
continue to work closely with the Government of Canada to stem the flow of illicit drugs to our
countries and across our common borders. The United States remains concerned about the diversion of
large quantities of precursor chemicals from Canada into the United States for use in producing
methamphetamines. We hope that Canada’s newly implemented control regulations will disrupt that
flow. The United States is also concerned about widespread Canadian cultivation of high-potency
marijuana, significant amounts of which are smuggled into the United States from Canada. We will
work with the Government of Canada in the coming year to combat these shared threats to the security
and health of our citizens.

In the 8 months since my January determination that Guatemala had failed demonstrably in regard to
its counternarcotics responsibilities, the Government of Guatemala has made efforts to improve its
institutional capabilities, adhere to its obligations under international counternarcotics agreements, and
take measures set forth in U.S. law. These initial steps show Guatemala’s willingness to better its
counternarcotics practices, but the permanence of these improvements has yet to be demonstrated. I
expect Guatemala to continue its efforts and to demonstrate further progress in the coming year.

We are deeply concerned about heroin and methamphetamine linked to North Korea being trafficked
to East Asian countries, and are increasingly convinced that state agents and enterprises in the DPRK
are involved in the narcotics trade. While we suspect opium poppy is cultivated in the DPRK, reliable
information confirming the extent of opium production is currently lacking. There are also clear
indications that North Koreans traffic in, and probably manufacture, methamphetamine. In recent
years, authorities in the region have routinely seized shipments of methamphetamine and/or heroin
that had been transferred to traffickers ships from North Korean vessels. The April 2003 seizure of
125 kilograms of heroin smuggled to Australia aboard the North Korean-owned vessel “Pong Su” is
the latest and largest seizure of heroin pointing to North Korean complicity in the drug trade. Although
there is no evidence that narcotics originating in or transiting North Korea reach the United States, the
United States is intensifying its efforts to stop North Korean involvement in illicit narcotics production
and trafficking and to enhance law-enforcement cooperation with affected countries in the region to
achieve that objective.

You are hereby authorized and directed to submit this report under section 706 of the FRAA, transmit
it to the Congress, and publish it in the Federal Register.

GEORGE W. BUSH

Annual Presidential Determinations of Major lllicit Drug-Producing and Drug-
Transit Countries

Statement by the Press Secretary

President Bush sent to Congress his annual report listing the major illicit drug producing and drug-
transit countries (known as the “Majors List”). In the same report, he provided his determinations on
which of these countries has “failed demonstrably to make substantial efforts” during the previous 12
months to adhere to international counternarcotics agreements and to take the counternarcotics
measures specified in U.S. law.

The certification determinations required the President to consider each country's performance in areas
such as stemming illicit cultivation, extraditing drug traffickers, and taking legal steps and law
enforcement measures to prevent and punish public corruption that facilitates drug trafficking or



INCSR 2004 Part |

impedes prosecution of drug-related crimes. The President also had to consider efforts taken by these
countries to stop production and export of, and reduce the domestic demand for, illegal drugs.

In his report, President Bush identified as major drug-transit or major illicit drug producing countries:
Afghanistan, The Bahamas, Bolivia, Brazil, Burma, China, Colombia, Dominican Republic, Ecuador,
Guatemala, Haiti, India, Jamaica, Laos, Mexico, Nigeria, Pakistan, Panama, Paraguay, Peru, Thailand,
Venezuela, and Vietnam.

The President also reported to Congress his determinations that Burma and Haiti failed demonstrably,
during the previous 12 months, to adhere to their obligations under international counternarcotics
agreements and to take the measures set forth in U.S. law. The President determined, however, that
provision of United States assistance to Haiti in FY 2004 is vital to the national interests of the United
States. Therefore, under provisions of the FRAA, Haiti will receive assistance, notwithstanding their
counternarcotics performance. The President did not make this determination with respect to Burma.

The President also registered his growing concern over heroin and methamphetamine trafficking
linked to North Korea, and expressed his intent for the United States to intensify its efforts to stop
North Korean involvement in narcotics production and trafficking.
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Policy and Program Development

Overview for 2003

U S. Government international drug control programs made remarkable progress in 2003. Despite a
“perfect storm” of conditions potentially favoring international criminal activity—the aftermath of
war, violent insurgency, political turmoil, economic disruption, and endemic corruption—we further
narrowed the global drug trade’s field of operations. Our long-standing, international campaign to curb
the flow of cocaine and heroin to the United States advanced significantly in 2003. Together with our
allies we limited drug crop expansion, strengthened interdiction efforts, destroyed processing facilities,
and weakened major trafficking organizations. We furnished our partners critical training assistance to
strengthen their law enforcement and judicial systems, while helping them reduce drug consumption in
their own countries. We persuaded many once-reluctant governments to use the powerful instrument
of extradition to deny notorious drug criminals the national safe haven they could once count on.
Closer cooperation among governments and financial institutions has been sealing off the loopholes
that have allowed the drug trade to legitimize its enormous profits through sophisticated money
laundering schemes.

The Drug Threat

The drugs that threaten the United States are cocaine, heroin, marijuana, and synthetic amphetamine-
type stimulants (ATS). Cutting off their supply has been, and will continue to be, our principal
international counternarcotics goal. Although U.S. consumption has been on the wane recently,
cocaine remains our greatest concern. An estimated 300 metric tons or more of cocaine HCI enter the
country annually, aggravating addiction, fueling crime, and harming the economic and social health of
the United States. Since all cocaine originates in the Andean countries of Colombia, Peru, and Bolivia,
we have devoted a significant portion of our resources to eliminating coca cultivation, disrupting
cocaine production, and keeping it from reaching the United States.

Coca and Cocaine

Colombia leads the world in coca cultivation, with Peru and Bolivia trailing a distant second and third.
Colombia is also the source of 80 percent of the cocaine destined for the U.S. and other markets.
Under the Andean Counterdrug Initiative (ACI), in 2003 the USG devoted the lion’s share of its
resources to attacking Colombian coca cultivation, while helping prevent a resurgence of coca in Peru
and Bolivia. In 2003, the joint U.S.-Colombian aerial eradication program reported spraying a record
132,000 hectares of coca and nearly 3,000 hectares of opium poppy. Although USG survey data were
not available at the time of publication, preliminary information suggests that the eradication program
has not only contained the coca crop—an important achievement in itself—but may have brought it
below last year’s first reported declining crop (144,450 hectares) in a decade.

On average, between 213 to 256 hectares of coca are required to produce a metric ton of cocaine HCI.
Thus, if all coca reported as sprayed were destroyed and if there were no losses in processing, the
spray program theoretically could have kept as much as 500 metric tons of cocaine from entering the
system. At U.S. retail prices of $100/gram, a metric ton of cocaine is worth $100 million if sold gram-
by-gram on the streets of America’s cities. Keeping 500 metric tons of cocaine out of the system
would have deprived the criminal economy of as much as $50 billion in 2003.

There was also encouraging news from Bolivia and Peru, for decades the two leading sources of
cocaine, until eclipsed by the explosion of coca cultivation in Colombia in the 1990’s. Total coca
cultivation for both countries declined from an estimated 61,000 hectares in 2002 to 59,600 hectares at
the end of 2003. In Bolivia, the government forcibly eradicated most of the crop in the Chapare region,
the center of the illicit Bolivian coca trade. At the same time, however, coca cultivation increased by
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4,500 hectares in the Yungas region, where most of the country’s traditional, legal coca is grown. It is
now also becoming a source for illicit cultivation. Even so, at 28,450 hectares Bolivian cultivation
levels are barely half the 52,900 hectares registered during the peak year of 1989.

Peru’s coca cultivation in 2003 fell to 31,150 hectares, the lowest level since the mid-1980°s when we
first were able to measure illicit crops with a high degree of accuracy. This 5,450-hectare reduction in
Peruvian coca more than offset the increase in Bolivia, leaving open the prospect that the total Andean
coca crop may be one of the smallest in years. Since 1995, our programs have caused coca cultivation
in Peru and Bolivia to drop by 73 percent and 42 percent respectively. Both countries, however, face
growing domestic political challenges from cocalero groups that link coca cultivation with national
identity and sovereignty. These farmers’ unions, often abetted by trafficking interests, promote coca
cultivation and consumption as an ancient, indigenous rite that must be protected against international
efforts to destroy it. With large indigenous segments of the population in both countries becoming
more politically active, all countries involved can expect to face growing resistance to extensive coca
eradication.

Interdiction

On the interdiction front, 2003 was a good year. Colombia recorded especially impressive interdiction
results. Colombian counternarcotics forces destroyed 83 HCI laboratories in 2003, surpassing their
2001 record of 63 HCl labs destroyed. They also captured more than 48 metric tons of cocaine/cocaine
base, 1,500 metric tons of solid precursors and 750,000 gallons of liquid precursor processing
chemicals. The reintroduction, in August 2003, of the Air Bridge Denial (ABD) program, after a two-
year hiatus because of the Peruvian shoot-down tragedy, boosted interdiction efforts. In the last four
months of 2003, ABD operations resulted in the capture of three aircraft and a “go-fast” boat, the
destruction of four aircraft, and the seizure of over five metric tons of cocaine.

Mexican authorities seized over 20 metric tons of cocaine hydrochloride during 2003. Marijuana
interdiction continued at an impressive pace, with authorities confiscating over 2,000 metric tons. In
addition, authorities confiscated 165 kilograms of heroin, 189 kilograms of opium gum, and 652
kilograms of ATS drugs.

Bolivian counternarcotics forces, supported by the USG, nearly tripled cocaine seizures in 2003. At
year’s end, Bolivian forces had seized 152 metric tons of coca leaf, 13 metric tons of cocaine, 8.5
metric tons of cannabis, and nearly 1,100 metric tons of liquid and solid precursor and essential
chemicals. In Peru, the USG helped the Peruvian government successfully identify and dismantle
several international cocaine trafficking organizations responsible for maritime and air shipment of
metric tons of cocaine to U.S. and European markets. In 2003, Peruvian government forces had seized
approximately four metric tons of cocaine base and 3.5 metric tons of cocaine HCI.

Opium and Heroin

Limiting the cultivation of opium poppy, the source of heroin, presents its own set of obstacles. Unlike
coca, which currently flourishes in only three Andean countries, opium poppy can grow in nearly
every region of the world. As an easily planted annual crop with as many as three harvests per year, it
is much harder to eliminate.

Our main heroin threat comes from poppy cultivation in Colombia and Mexico. Although between
them Colombia and Mexico account for only between four to six percent of the world’s estimated
production, the bulk of the heroin entering the United States originates in these two countries.
Mexico’s geographical proximity to the United States allows cultivators and processors to supply
some 30 to 40 percent of the U.S. heroin market, particularly west of the Mississippi River. Colombia
supplies most of the rest of country east of the Mississippi. Since eliminating poppy cultivation in
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Colombia and Mexico can have a significant impact on the flow of U.S.-bound heroin, we have long-
standing joint eradication programs in both countries.

Colombian law enforcement and alternative development programs eradicated 3,820 hectares of
opium poppy in 2003, or 78 percent of the 2002-estimated crop. Of these, 2,821 hectares were sprayed
and 1,009 hectares uprooted via forced and voluntary manual eradication programs. The 2003
cultivation and production data were not available at the time of publication, but we expect to keep the
crop in check. In 2002, there were 4,900 hectares of opium poppy under annual cultivation down from
6,540 in 2001.

In Mexico, in the first 11 months of 2003, the Government of Mexico (GOM) reported eradicating
almost 19,000 hectares of opium poppy. This is approximately the same annual level of opium
eradication that Mexican authorities reported in 2002 and 2001. The 2003 cultivation and production
data were not available at time of publication.

The other 90-plus percent of the world’s estimated opium gum production takes place in Afghanistan
and Burma, with Afghanistan accounting for nearly 80 percent of that figure. Each country offers
unique challenges to opium poppy control. In Afghanistan, where a young government is recovering
from the aftermath of war and a quarter-century of political misrule and economic chaos, poppy
eradication is physically and politically difficult. Rugged terrain, and attacks by remnants of the
Taliban regime present daily obstacles to the extension of government authority throughout the
country.

For more than a decade, opium poppy has been Afghanistan’s largest and most valuable cash crop.
Taxes on the Afghan drug trade provided revenue to the Taliban regime and offered a degree of
funding relief to a dysfunctional political regime that spent limited amounts on the populace. Until the
final years of the regime, it ignored opium planting and used a tax on opium production and
transportation and taxes on the transportation of heroin to prop up the regime. International pressure—
and most likely a market glut of opium and heroin—Ied the Taliban to impose a poppy ban in 2000-
2001, after which cultivation all but ceased. Drug stockpiles, however, continued to flow through
traditional smuggling routes. Now Afghanistan has reemerged as the world’s leading supplier of illicit
opium, morphine, and heroin, with opium growing in 28 of the country’s 32 provinces. The USG
estimates the 2002-2003 crop at 61,000 hectares, nearly twice the estimate for the previous year. The
International Monetary Fund calculates that the opium trade makes up between 40-60 percent of
Afghanistan’s GDP, with the farmers receiving approximately $1 billion a year and another $1.3
billion to processors and traffickers.

It is difficult to estimate precisely how much is earned from the narcotics trade and other illicit
activities. The world financial community has only limited ability to track money that moves through
the underground hawala system. However, given the street price of these drugs in Europe and further
east, estimates of hundreds of millions of dollar are not out of order. Some of these proceeds may help
fund elements hostile to the government of Afghanistan. Eliminating the opium crop without
provoking extreme political and economic reactions poses one of the most serious drug control
dilemmas the allied coalition faces.

Synthetic Drugs

Amphetamines. Demand for Amphetamine-Type Stimulants, such as methamphetamine,
amphetamine, and MDMA (“Ecstasy”), is high throughout both the industrialized and the developing
world. Amphetamines have displaced cocaine as the stimulant of choice in many parts of the globe,
primarily in Central and Northern Europe, and Southeast Asia. The relative ease and low cost of
manufacturing amphetamines from readily available chemicals appeals as much to small drug
entrepreneurs as to the large international syndicates. Synthetics allow individual trafficking
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organizations to control the whole process, from manufacture to sale on the street. Synthetics can be
made anywhere and offer enormous profit margins.

Methamphetamine is also one of the fastest-growing drug threats in the United States today. Highly
effective drug trafficking organizations, based in Mexico and California, control a large percentage of
the U.S. methamphetamine trade. Though Mexico is still the principal foreign supplier of
methamphetamine and ATS precursors—especially pseudoephedrine (PSE)—for the United States,
U.S. counternarcotics authorities assess that a portion of the PSE imported into Canada continues to be
diverted to the United States for the production of illicit drugs. Since the Government of Canada
enacted new regulations controlling PSE and other precursor and essential chemicals in 2002,
however, the numbers of both PSE imports and seizures have declined substantially.

Methamphetamine dominates much of the drug trade in Burma and Thailand, where heroin used to be
the principal trafficking drug. Methamphetamine production in the U.S. is also widespread and active,
as demonstrated by DEA’s National Clandestine Drug Data reporting, as of January 14, 2004, of the
seizure of 8,572 methamphetamine laboratories in 2003, with the largest numbers in Missouri (968),
California (788), Arkansas (607) and Tennessee (551).

Ecstasy. There has also been great demand globally for MDMA (Ecstasy), the amphetamine analogue
3, 4-methylenedioxymethamphetamine. Clandestine laboratories in the Netherlands, and to a lesser
extent in Belgium, remain the primary suppliers of MDMA to the international market. Labs in Poland
are the primary suppliers of amphetamines to the European market, with the United Kingdom and the
Nordic countries among the heaviest consumers of amphetamine. Ecstasy has also been a very popular
drug in the United States, where young people use it at parties to give them stamina for hours of
dancing. In 2003, however, the Monitoring the Future Study that tracks youth drug trends noted
Ecstasy use has plummeted. According to the latest data, lifetime use of Ecstasy dropped 32 percent,
from 8.0 percent to 5.5 percent. Past year and current use were each cut in half (from 6.1 percent to 3.1
percent and 2.4 percent to 1.1 percent). This is especially encouraging news about a drug that for years
has had an upward trajectory and the potential for widespread addiction.

Cannabis (Marijuana)

Cannabis (marijuana) production and consumption is a serious problem in many countries—including
in the United States. More than 10,000 metric tons of domestic marijuana and more than 5,000 metric
tons of marijuana is cultivated and harvested in Mexico and Canada and marketed to more than 20
million users in the United States. Colombia, Jamaica, and Paraguay also export marijuana to the U.S.
The high-potency, indoor-grown marijuana, which is produced on a large scale in Canada (and has
also been found within the United States), is a particular concern. This is not the “pot” of the 1970’s. It
is grown in laboratory conditions—with specialized timers, ventilation, moveable lights on tracks,
nutrients sprayed on exposed roots and special fertilizer—all designed to maximize the THC levels in
the marijuana. The resulting drug is particularly powerful, dangerous and addictive. Although in the
past some have suggested that marijuana was harmless, the latest scientific information indicates that
marijuana produces withdrawal symptoms and is associated with learning and memory disturbances.

Attacking Trafficking Organizations.

Drug distribution depends upon well-organized, sophisticated trafficking organizations. Our common
strategy targets the leadership of the main trafficking groups, focusing on the operations along the
network that bring drugs to the United States. Working with our international counterparts, our goal is
not simply disruption, but the eventual dismantling of these organizations—their leadership, the
facilitators who launder money and provide the chemicals needed for the production of illicit drugs,
and their networks. In addition to hampering the organizations’ effectiveness, capturing key traffickers
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demonstrates—to the criminals and to the governments fighting them alike—that even the most
powerful drug syndicates are vulnerable to joint action by U.S. and host-government authorities.

Mexican drug syndicates oversee much of the drug trafficking in the United States. They have a strong
presence in most of the primary distribution centers in the United States, directing the movement of
cocaine, heroin, ATS drugs, and marijuana. In 2003, U.S. and Mexican officials developed a common
targeting plan against major drug trafficking organizations in Mexico and the United States and
developed secure mechanisms for data-sharing. Mexican Federal enforcement and military authorities
damaged several important trafficking syndicates. They arrested, among others, senior figures in the
Juarez cartel, the head of the Milenio cartel of Michoacan, and the leaders of the trafficking group that
controlled large-scale cocaine and cannabis trafficking through the Matamoros-Brownsville, Texas,
smuggling corridor, as well as high-ranking members of other drug syndicates.

Institutional Reform

A long-standing element of our international drug control policy has been to encourage and assist
governments to strengthen their judicial and banking systems to narrow the opportunities for their
manipulation by the drug trade. In drug source and transit countries, law enforcement agencies have
arrested prominent traffickers, only to see them walk free following a seemingly frivolous or
inexplicable decision by a single judge. But the situation is gradually changing. In 2003, a number of
countries continued to modernize their laws and professionalize their court systems through reforms
ranging from installing more modern equipment to major changes in the way judges are appointed.
Though there are still instances of judges arbitrarily dismissing evidence against or releasing well-
known drug traffickers, the number of such cases is declining, as governments make basic reforms,
such as giving judges better pay and greater personal protection.

Extradition

In 2003, the United States continued to encourage other countries to facilitate extradition to the United
States, the sanction the drug trade and terrorist organizations fear most. The array of notorious drug
criminals serving long prison terms in the U.S. is a sober reminder to even the most powerful cartel
leaders of what can happen when they can no longer manipulate the judicial process through bribes
and intimidation. Though the laws of several countries still prohibit the extradition of their nationals,
that situation is changing, as governments fighting the drug trade realize the power of extradition. The
number of drug-related extraditions to the U.S. from Colombia and Mexico has increased
dramatically. In 2003, the Colombian government extradited 64 Colombian nationals and 4 others to
the U.S., a 70 percent jump over the previous year’s number. Mexico extradited 31 fugitives to the
United States in 2003, up from a record 25 extraditions to the U.S. in 2002. However, the 2001
Mexican Supreme Court decision prohibiting extradition in cases with a potential life sentence
remains an important obstacle to the extradition of some major drug traffickers and other criminals. In
August 2003, the U.S. Senate ratified a major revision of the 1899 extradition treaty with Peru
expanding the number of offenses subject to extradition and closing one more avenue for traffickers
targeted by the United States.

Controlling Drug Processing Chemicals

Cocaine, heroin and synthetic drugs cannot be manufactured without certain critical chemicals, many
of which are subject to governmental control. Cocaine and heroin refining operations generally require
widely available “essential chemicals.” Substitutes for unavailable chemicals can be used for most of
the chemicals used in the manufacturing process, but there are some indispensable chemicals—
potassium permanganate for cocaine and acetic anhydride for heroin—for which there are few easily
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obtainable substitutes. Synthetic drug manufacture requires even more specific “precursor chemicals,”
such as ephedrine, pseudoephedrine, or phenylpropanolamine. These chemicals, used mainly for
pharmaceutical purposes, have important but specific legitimate uses. They are commercially traded in
smaller quantities to discrete users. Governments must, therefore, have efficient legal and regulatory
regimes to control such chemicals, without placing undue burdens on legitimate commerce. The
United States, other major chemical trading countries, and the UN’s International Narcotics Control
Board worked in 2003 to improve controls on cocaine and heroin processing chemicals, and those
used for manufacturing synthetic drugs.

Bilaterally, we worked closely with the Canadian government in 2003 to curtail the diversion of drug
processing chemicals to criminal interests in the United States. Pseudoephedrine (PSE), a common
cold remedy and the main component in the manufacturing of methamphetamine, is legally imported
into Canada from China, India, and Germany. U.S. counternarcotics authorities assess that a portion of
those imports is diverted to the United States for the production of illicit drugs. Other precursor
chemicals available in Canada and used in the production of synthetic drugs are sassafras oil,
piperonal, and gamma butyrolactone (GBL). These precursors are used in the manufacturing of
Ecstasy (medthylenedioxymethamphetamine or MDMA), methylenedioxyamphetamine (MDA), and
gamma hydroxybutyrate (GHB). Precursor smuggling from Canada, however, declined in 2003. New
Canadian chemical control regulations, which became effective in January 2003, combined with a
major bilateral enforcement operation, Northern Star, may be having an impact on chemical diversion
from Canada to the United States. The U.S. Drug Enforcement Administration (DEA) reported that
illicit PSE seizure rates of 8.8 million tablets from Canada as of September 15, 2003, were
significantly lower than the 22 million tablets intercepted in 2002.

Controlling Supply

Our objective is to reduce and ultimately cut off the flow of illegal drugs to the United States. We
target drug supply at critical points along a five-point grower-to-user chain that links the consumer in
the United States to the grower in a source country. In the case of cocaine or heroin, the chain begins
with the growers cultivating coca or opium poppies, for instance, in the Andes or Afghanistan. It ends
with the cocaine or heroin user in a U.S. town or city. The intermediate links are the processing (drug
refining), transit (transport), and wholesale distribution stages.

Our international counternarcotics programs target the first three links of the grower-to-user chain:
cultivation, processing, and transit. The closer we can attack to the source, the greater the likelihood of
halting the flow of drugs altogether. Crop control is by far the most cost-effective means of cutting
supply. If we destroy crops or force them to remain unharvested, no drugs will enter the system. It is
the equivalent of removing a malignant growth before it can spread uncontrollably into the rest of the
system. Theoretically, with no drug crops to harvest, no cocaine or heroin could enter the distribution
chain; nor would there be any need for costly enforcement and interdiction operations.

But theory inevitably clashes with the economic and political exigencies of the real world. Massive
(aerial and chemical) eradication is not legal in many countries. Even if eradication is feasible,
destroying a lucrative crop, even an illegal one, carries enormous political, economic and social
ramifications for the producing country. It means attacking the livelihood of a large—and often the
poorest—sector of the population. Democratic governments that take away vital income without any
quid pro quo seldom survive for long. Developing, implementing, and reaping the benefits of viable,
long-term alternatives for the affected population can take decades. Therefore, we also focus upon the
subsequent links: the processing and distribution stages of laboratory destruction and interdiction of
drug shipments.

Our programs require the flexibility to shift resources to those links where we can achieve both an
immediate impact and long-term results. As our experience over the past few years in Peru and Bolivia
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has demonstrated, the right combination of effective law enforcement actions and alternative
development programs can deliver truly remarkable results. We work closely with the governments of
the coca-growing countries to find the best way to eliminate illegal coca within the context of each
country’s unique situation—a difficult task given the high price of coca and generally depressed
markets for many replacement crops. Alternative development programs play a vital role in countries
seeking to liberate important parts of their agricultural sector from reliance on the drug trade. They
offer farmers opportunities to abandon illegal activities and become part of the legitimate economy. In
the Andean region, these programs provide funds and technical assistance to strengthen public and
private institutions, expand rural infrastructure; improve natural resources management, introduce
alternative legal crops, and develop local and international markets for these products.

Despite a host of obstacles, alternative development programs in Colombia were responsible for the
manual eradication of more than 8,400 hectares of coca and 900 hectares of poppy in 2003. In Peru,
the programs focused on rehabilitating 170 kilometers of highway and bridges to improve market
access for isolated communities. In Bolivia, they created employment alternatives for 25,000 families
formerly raising coca in the Chapare. Over a two-year period, these families’ annual farm family
income has risen, and crop yields have increased by approximately 25 percent. In Ecuador, the
northern border area alternative development projects led to the construction of 30 potable water
systems, land titling initiatives for farmers; and support for indigenous communities. Though the full
impact of many alternative development programs will not be felt for years, progress to date suggests
that eventually legitimate, economically viable agriculture can replace today’s illicit cultivation.

lllegal Drugs, Spraying, and the Environment

Sooner or later, questions arise over the environmental risks of regular spraying of illegal drug crops.
Colombia is at this time the only country that allows regular aerial spraying of coca and opium poppy.
The Colombian government has authorized the herbicide that is being used to conduct aerial
eradication in the growing areas. The only active ingredient in the herbicide used in the aerial
eradication program is glyphosate, one of the most widely used agricultural herbicides in the world. It
has been tested widely in the United States, Colombia, and elsewhere in the world. The U.S.
Environmental Protection Agency (EPA) approved glyphosate for general use in 1974 and re-
registered it in September 1993. EPA has approved its use on food croplands, forests, residential areas,
and around aquatic areas. It is one of the top five pesticides, including herbicides, used in the United
States.

Environmental Consequences of lllicit Coca Cultivation

One must weigh the environmental impact of approved herbicides against the devastating potential of
all aspects of coca cultivation. Over more than two decades, coca cultivation in the Andean region has
led to the destruction of approximately six million acres of rainforest. Working in remote areas beyond
settled populations, coca growers routinely slash and burn virgin forestland to make way for their
illegal crops. Tropical rains quickly erode the thin topsoil of the fields, increasing soil runoff,
depleting soil nutrients, and, by destroying timber and other resources that would otherwise be
available for more sustainable uses, decreasing biological diversity. The destructive cycle continues as
growers regularly abandon non-productive parcels to prepare new plots. At the same time, traffickers
destroy jungle forests to build clandestine landing strips and laboratories for processing raw coca and
poppy into cocaine and heroin.

[llicit coca growers frequently are negligent in their use of fertilizers and pesticides. Largely ignorant
about the consequences of indiscriminate use of strong chemicals, they dump large quantities of highly
toxic herbicides and fertilizers on their crops. These chemicals include paraquat and endosulfan, both
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of which qualify under the U.S. Environmental Protection Agency’s highest classification for toxicity
(Category I) and are legally restricted for sale within Colombia and the United States.

Most destructive are the toxic chemicals that are used at each stage of cocaine production. USG
studies conducted in the early 1990s in Bolivia and Peru indicated that one kilogram of cocaine base
required the use of three liters of concentrated sulfuric acid, 10 kilos of lime, 60 to 80 liters of
kerosene, 200 grams of potassium permanganate, and one liter of concentrated ammonia. These toxic
pesticides, fertilizers, and processing chemicals are then dumped into the nearest waterway or on the
ground. They saturate the soil and contaminate waterways, poisoning water systems and dependent
species in the process.

The Battle against Corruption

Fighting the drug trade is a dominant element in a broader struggle against corruption. Drug
organizations possess and wield the ultimate instrument of corruption: money. The drug trade has
access to almost unimaginable quantities of it. No commodity is so widely available, so cheap to
produce and so easily renewable as illegal drugs. They offer enormous profit margins that allow the
drug trade to generate criminal revenues on a scale without historical precedent. For example,
assuming an average U.S. retail street price of one hundred dollars a gram, a metric ton of pure
cocaine is worth $100 million on the streets of the United States; twice as much if the drug is cut with
additives. That same metric ton typically would have cost around $3,000,000 ($3,000 per kilogram)
when it left Colombia. Few legitimate businesses can boast of a 30-fold return. At $100 per gram, the
approximately 100 metric tons of cocaine that the USG typically seizes each year could theoretically
be worth as much as $10 billion to the drug trade—more than the gross domestic product of some
countries. Even if only a portion of these profits flows back to the drug syndicates, we are nonetheless
speaking of hundreds of millions, if not billions, of dollars.

To put the scale of these sums into perspective, in FY 2004 the State Department’s budget for
international drug control operations was approximately $1.01 billion. That equates to roughly 10
metric tons of cocaine. The drug syndicates have lost that amount in a single shipment, with the only
immediate consequence to the drug trade being the punishment of those responsible for the loss.

Though corruption may be a much less obvious threat than the challenge of armed insurgents, the
weakening of government institutions through bribery and intimidation potentially poses just as great a
danger to democratic governments. Guerrilla armies or terrorist organizations openly seek to topple
and replace governments through overt violence. The drug syndicates, however, seek to undermine
governments covertly to guarantee themselves a secure operating environment. They do so by co-
opting key officials. A real fear of democratic leaders should be that one day the drug trade might take
de facto control of a country by essentially buying off a majority of key officials, even the president.
With a government secretly on its payroll, a criminal organization has an open field ahead of it.
Though such a scenario has yet to happen, in the recent past there have been some close calls. By
keeping the focus on eliminating corruption, we can prevent the nightmare of a government entirely
manipulated by drug lords from becoming a reality.

Next Steps

Successfully confronting the international drug trade is a complex, dynamic process that does not get
easier over time. The drug trade is nothing if not resilient. It learns quickly from its mistakes. Every
year, natural selection leaves us with a slightly more astute adversary. Our successes force it to
become smarter and more sophisticated in order to survive. We have seen this already in the difficulty
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of targeting the hundreds of small, hard-to-target drug syndicates that filled the void left by the
destruction of Colombia’s two dominant cartels.

Yet the drug trade is far from omnipotent. It is vulnerable on many fronts. It needs raw materials to
produce drugs, complex logistics arrangements to move them to their destination, cadres of
professionals to run the technical and financial aspects of its operations, and some means of making its
profits legitimate. Above all, it needs the protection of a reliable core of corrupt officials in all the
countries along its distribution chain.

Unrelenting attacks at all of these vulnerable points keep the drug trade on the defensive. Step by step
we have methodically hurt the drug trade at every stage. The media often overlook the day-to-day
accomplishments of governments and law enforcement agencies against the drug trade. The regular
drug seizures, the steady destruction of jungle drug labs and airstrips, the arrests of corrupt officials,
and the improved performance of better trained police and judiciaries seldom make the front page. But
these are the crucial, daily victories that are the key to success. Our experience has shown that
cumulative effort and sustained cooperation with committed allies pay off. They are the weapons that
ultimately will weaken the drug trade to the point where it no longer poses a serious threat to the
security or health of the United States and its allies.

Demand Reduction

Drug “demand reduction” refers to efforts to reduce worldwide use and abuse of, and demand for
narcotic drugs and psychotropic substances. The need for demand reduction is a fundamental and
critical part of controlling the illicit drug trade. Escalating drug use and abuse continue to take a
devastating toll on the health, welfare, safety, security, and economic stability of all nations.
Recognizing this problem, the National Security Presidential Directive (NSPD#25) on International
Drug Control Policy addressed rising global demand for illicit drugs as the principal narcotics-related
threat to the U.S. A key objective of that policy urged the Secretary of State to expand U.S.
international demand reduction assistance and information sharing programs in key source and transit
countries. The NSPD also noted that international drug trafficking organizations and their linkage to
international terrorist organizations constitutes a serious threat to U.S. national security. Demand
reduction efforts aimed at reducing worldwide drug consumption therefore took on increased
importance and served the national interest due to its potential for reducing the income that criminal
and terrorist organizations derive from narcotics trafficking and for reducing crime/strengthening
security in foreign countries that are key strategic allies of the United States.

Foreign countries are requesting technical and other assistance from the USG to address their
problems, citing long-term U.S. experience and efforts on this issue. Our response has been a
comprehensive and coordinated approach in which supply control and demand reduction reinforce
each other. Such assistance plays an important role in helping to preserve the stability of societies
threatened by the narcotics trade.

Our demand reduction strategy encompasses a wide range of initiatives. These include efforts to
prevent the onset of use, intervention at “critical decision points” in the lives of vulnerable populations
to prevent both first use and further use, and effective treatment programs for the addicted. Other
aspects encompass education and media campaigns to increase public awareness of the deleterious
consequences of drug use/abuse and community-coalition building. This latter effort involves the
development of coalitions of private/public social institutions, the faith community, and law
enforcement entities to mobilize national and international opinion against the drug trade and to
encourage governments to develop and implement strong counternarcotics policies and programs. The
demand reduction program also provides for evaluations of the effectiveness of these efforts and for
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“best practice” research studies to use these findings to improve similar services provided in the U.S.
and around the world.

In 2003, INL funded bilateral training at various locations throughout the world on topics such as
community/grassroots coalition building and networking, U.S. policies and programs, science-based
drug prevention programming, and treatment within the criminal justice system. INL training
enhanced Muslim—based networks of counternarcotics/civil society organizations. This involved
collaboration with Muslim faith-based organizations to augment prevention, intervention, aftercare
and violence reduction services in Afghanistan, southern Philippines, Indonesia and Pakistan. INL also
continued to sponsor sub-regional demand reduction training in Brazil, Colombia, the Czech Republic
and Southeast Asia. In September, INL co-sponsored with the Government of Italy the 5th Global
Drug Prevention Network (GDPN) summit in Pomizia, Italy. The purpose of the summit was to
develop an enhanced communications system for coordinating the participation of 7,000 drug
prevention organizations from over 70 countries.

INL funded comprehensive multi-year scientific studies on pilot projects and programs developed
from INL-funded training to learn how these initiatives can help assist U.S.-based demand reduction
efforts. Three comprehensive research best practice studies that documented effective treatment
approaches, strategies, policies and technologies were completed in 2003. Research on prevention
programs in selected Latin American countries that have developed promising prevention and
antiviolence modalities from INL-funded training will be completed in 2004.

Methodology for Estimating lllegal Drug
Production

How Much Do We Know? The INCSR contains a variety of illicit drug-related data. These numbers
represent the United States Government’s best effort to sketch the current dimensions of the
international drug problem. Some numbers are more certain than others. Drug cultivation figures are
relatively hard data derived by proven means, such as imagery with ground truth confirmation. Other
numbers, such as crop production and drug yield estimates, become softer as more variables come into
play. As we do every year, we publish these data with an important caveat: the yield figures are
potential, not final numbers. Although they are useful for determining trends, even the best are
ultimately approximations.

Each year, we revise our estimates in the light of field research. The clandestine, violent nature of the
illegal drug trade makes such field research difficult. Geography is also an impediment, as the harsh
terrain on which many drugs are cultivated is not always easily accessible This is particularly relevant
given the tremendous geographic areas that must be covered, and the difficulty of collecting reliable
information over diverse and treacherous terrain.

What We Know With Reasonable Certainty. Cultivation—the number of hectares under cultivation
during any given year—is our most solid statistic. For nearly twenty years, the United States
Government has estimated the extent of illicit cultivation in a dozen nations using proven statistical
methods similar to those used to estimate the size of licit crops at home and abroad. We can therefore
estimate the extent of cultivation with reasonable accuracy.

What We Know With Less Certainty.. How much of a finished product a given area will produce is
difficult to estimate. Small changes in factors such as soil fertility, weather, farming techniques, and
disease can produce widely varying results from year to year and place to place. To add to our
uncertainty, most illicit drug crop areas are not easily accessible to the United States Government,
making scientific information difficult to obtain. Therefore, we are estimating the potential crop
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available for harvest. Not all of these estimates allow for losses, which could represent up to a third or
more of a crop in some areas for some harvests. The value in estimating the size of the potential crop
is to provide a consistent basis for a comparative analysis from year to year.

Harvest Estimates. We have gradually improved our yield estimates. Our confidence in coca leaf
yield estimates, as well as in the finished product, has risen in the past few years, based upon the
results of field studies conducted in Latin America. In all cases, however, multiplying average yields
times available hectares indicates only the potential, not the actual final drug crop available for
harvest. The size of the harvest depends upon the efficiency of farming practices and the wastage
caused by poor practices or difficult weather conditions during and after harvest. Up to a third or more
of a crop may be lost in some areas during harvests.

In addition, mature coca (two to six years old) is more productive than immature or aging coca.
Variations such as these can dramatically affect potential yield and production. Additional information
and analysis is allowing us to make adjustments for these factors. Similar deductions for local
consumption of unprocessed coca leaf and opium may be possible as well through the accumulation of
additional information and research.

Processing Estimates. The wide variation in processing efficiency achieved by traffickers
complicates the task of estimating the quantity of cocaine or heroin that could be refined from a crop.
Differences in the origin and quality of the raw material used, the technical processing method
employed, the size and sophistication of laboratories, the skill and experience of local workers and
chemists, and decisions made in response to enforcement pressures obviously affect production.. (See
the various INCSR chapters for specific information.)

Figures Change as Techniques and Data Quality Improve. Each year, research produces revisions
to United States Government estimates of potential drug production. This is typical of annualized
figures for most other areas of statistical tracking that must be revised year to year, whether it be the
size of the U.S. wheat crop, population figures, or the unemployment rate. For the present, these illicit
drug statistics represent the state of the art. As new information becomes available and as the art
improves, so will the precision of the estimates.

Status of Potential Worldwide Production

The yield figures in the INCSR are theoretical. They are estimates of potential production—the
quantities that the United States Government estimates could have been produced if, and only if, all
available crops were to be converted into finished drugs. These estimates do not always make
allowance for losses, so actual production is probably lower than our estimates. The figures shown are
mean points in a statistical range.

Potential Opium Production. In Southeast Asia, opium poppy cultivation and potential opium
production decreased dramatically in 2003. The cultivated area fell 36 percent to 66,030 hectares from
102,650 hectares the previous year. Potential opium gum production fell 17 percent to 684 metric tons
from 829 metric tons in 2003. If all the opium gum were processed, this quantity could yield
approximately 65 metric tons of heroin,

Opium poppy cultivation nearly doubled in Southwest Asia in 2003, with the bulk of the crop now
cultivated in Afghanistan. The year-end total was 61,000 hectares of opium poppy, potentially yielding
2,865 metric tons of opium gum or 337 metric tons of heroin.

In the Western Hemisphere, the opium poppy growing countries have maintained active crop control
efforts. Data for 2003 were not available at the time of publication for Colombia or Mexico. Though
no specific data was available, there are reports of opium poppy expansion in Peru.
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Coca Cultivation. Worldwide coca cultivation figures were not available at time of publication, since
the annual survey for Colombia, the largest producer, was not complete. It is likely, however, the 2003
crop will be smaller than last year’s total of 144,450 hectares. In Bolivia, there were 28,450 hectares of
coca detected. Because of weather conditions, surveys in Bolivia now cover the period June-June,
rather than January-December. Peru’s coca crop dropped from 36,600 hectares at the end of 2002 to
31,150 hectares in 2003. It is likely that there is coca in inaccessible areas of Brazil, but its extent is
unknown. Ecuador has negligible amounts of coca.

Cocaine Field Estimates

The cocaine yield figure is offered with the same caveat as the crop harvest yield data: it is a figure
representing potential production. It does not in every case allow for losses or the many other variables
that one would encounter in a “real world” conversion from plant to finished drug. In fact, the amount
of cocaine HCI actually making it to market is probably lower. Efficiencies vary greatly from country
to country

The United States Government estimates that in 2002, 680 metric tons of cocaine were potentially
available from Colombia, 140 metric tons from Peru and 60 metric tons potentially available from
Bolivia. Figures for 2003 were not available at publication time.

Consumption Data

Most of the chapters in this report contain some user or consumption data. For the most part, these are
estimates provided by foreign governments or informal estimates by United States Government
agencies. There is no way to vouch for their reliability. They are included because they are the only
data available and give an approximation of how governments view their own drug abuse problems.
They should not be considered as a source of data to develop any reliable consumption estimates.

Marijuana Production

According to USG estimates, net marijuana production in Mexico in 2002 was 7,900 metric tons of
cannabis from 4,900 hectares of cultivation. Figures for 2003 were not available at the time of
publication. In Colombia’s traditional cannabis growing zones, cultivation is estimated to be about
4,000 hectares. We recognize that there may be considerable amounts of undetected cannabis
cultivation in Central and East Asia, and on the African continent, though there is no evidence that any
of this cannabis significantly affects the United States. As we gather more accurate information, we
will report significant findings in future INCSRs.
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Worldwide lllicit Drug Cultivation

1996-2003 (All Figures in Hectares)

2003 2002 2001 2000 1999 1998 1997 1996
Opium
Afghanistan 61,000 | 30,750 1,685 | 64,510 | 51,500 | 41,720 | 39,150 | 37,950
India 2,050 3,100
Iran
Pakistan 622 213 515 1,570 3,030 4,100 3,400
Total SW Asia 61,000 | 31,372 1,898 | 65,025 | 53,070 | 44,750 | 45,300 | 44,450
Burma 47,130 | 78,000 | 105,000 | 108,700 | 89,500 | 130,300 | 155,150 | 163,100
China
Laos 18,900 | 23,200 | 22,000 | 23,150 [ 21,800 | 26,100 | 28,150 | 25,250
Thailand 750 820 890 835 1,350 1,650 2,170
Vietnam 1,000 2,300 2,300 2,100 3,000 6,150 3,150
Total SE Asia 66,030 | 102,950 | 130,120 | 135,040 | 114,235 | 160,750 | 191,100 | 193,670
Colombia 6,500 6,500 7,500 7,500 6,100 6,600 6,300
Lebanon 90
Guatemala
Mexico 2,700 4,400 1,900 3,600 5,500 4,000 5,100
Total Other 9,200 | 10,900 9,400 | 11,100 | 11,600 | 10,600 | 11,490
Total Opium 127,030 | 143,522 | 142,918 | 209,465 | 178,405 | 217,100 | 247,000 | 249,610
Coca
Bolivia' 28,450 | 24,400 | 19,900 | 14,600 [ 21,800 | 38,000 | 45,800 | 48,100
Colombia 144,450 | 169,800 | 136,200 | 122,500 | 101,800 [ 79,500 | 67,200
Peru 31,150 | 36,600 | 34,000 [ 34,200 | 38,700 | 51,000 | 68,800 [ 94,400
Ecuador
Total Coca 59,600 | 205,450 | 223,700 | 185,000 | 183,000 | 190,800 | 194,100 | 209,700
Cannabis
Mexico 3,900 3,900 3,900 3,700 4,600 4,800 6,500
Colombia 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000
Jamaica 317 527
Total Cannabis 5,000 8,900 8,900 8,900 8,700 9,600 | 10,117 | 12,027

! Beginning in 2001, USG surveys of Bolivian coca take place cover the period June to June.
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Worldwide lllicit Drug Cultivation

1988-1995 (All Figures in Hectares)

1995 1994 1993 1992 1991 1990 1989 1988
Opium
Afghanistan 38,740 | 29,180 | 21,080 | 19,470 | 17,190 | 12,370 | 18,650 23,000
India 4,750 5,500 4,400
Iran
Pakistan 6,950 7,270 6,280 8,170 8,205 8,220 6,050 | 11,588
Total SW Asia 50,440 | 41,950 | 31,760 | 27,640 | 25395 | 20,590 | 24,700 | 34,588
Burma 154,070 | 154,070 | 146,600 | 153,700 | 160,000 | 150,100 | 143,000 | 104,200
China 1,275 1,965
Laos 19,650 19,650 18,520 25,610 29,625 30,580 42,130 40,400
Thailand 1,750 2,110 2,110 2,050 3,000 3,435 4,075 2,843
Total SE Asia 177,795 | 167,230 | 181,360 | 192,625 | 184,185 | 189,205 | 147,443
Colombia 176,745 1,160
Lebanon 6,540 20,000 20,000 20,000 3,400 3,200 4,500 na
Guatemala 150 440 na 1,145 845 1,220 710
Mexico 39 50 438 730 3,765 5,450 6,600 5,001
Vietnam 5,050 5,795 3,960 3,310
Total Other 11,779 | 25,845 | 24,838 | 24,040 9,470 9,495 | 12,320 5711
Total Opium 238,964 | 245,590 | 223,828 | 233,040 | 227,490 | 214,200 | 226,225 | 187,742
Coca
Bolivia 48,600 | 48,100 | 47,200 | 45,500 | 47,900 | 50,300 | 52,900 | 48,900
Colombia 50,900 | 45,000 | 39,700 | 37,100 | 37,500 | 40,100 | 42,400 | 34,000
Peru 115,300 | 108,600 | 108,800 | 129,100 | 120,800 | 121,300 | 120,400 | 110,400
Ecuador 40 120 150 240
Total Coca 214,800 | 201,700 | 195,700 | 211,700 | 206,240 | 211,820 | 215,850 | 193,540
Cannabis
Mexico 6,900 | 10,550 | 11,220 | 16,420 | 17,915 | 35,050 | 53,900 5,003
Colombia 5,000 4,986 5,000 2,000 2,000 1,500 2,270 4,188
Jamaica 305 308 744 389 950 1,220 280 607
Total Cannabis 12,205 | 15,844 | 16,964 | 18,809 | 20,865 | 37,770 | 56,450 9,798
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Worldwide Potential lllicit Drug Production

1996-2003 (All Figures in Metric Tons)

2003 | 2002 | 2001 | 2000 | 1999 | 1998 | 1997 | 1996 |
Opium Gum
Afghanistan 2,865 1,278 74 3,656 2,861 2,340 2,184 2,174
India 30 47
Iran
Pakistan 5 5 11 37 66 85 75
Total SW Asia 2,865 1,283 79 3,667 2,898 2,406 2,299 2,296
Burma 484 630 865 1,085 1,090 1,750 2,365 2,560
China
Laos 200 180 200 210 140 140 210 200
Thailand 9 6 6 6 16 25 30
Vietnam 10 15 15 11 20 45 25
Total SE Asia 684 829 1,086 1,316 1,247 1,926 2,645 2,815
Colombia 75 61 66 63
Lebanon 1
Guatemala
Mexico 47 71 21 43 60 46 54
Total Other 47 71 21 118 121 112 118
Total Opium 3,549 2,159 1,236 5,004 4,263 4,453 5,056 4,285
Coca Leaf
Bolivia' 17,210 | 19,800 | 20,200 | 26,800 [ 22,800 [ 52,900 | 70,100 | 75,100
Colombia® 583,000 | 521,400 | 437,600 | 347,000 | 302,900
Peru 52,700 | 52,600 | 54,400 [ 69,200 | 95,600 | 130,200 | 174,700
Ecuador
Total Coca’ 17,210 | 72,500 | 72,800 | 664,200 | 613,400 | 586,100 | 547,300 | 552,700
Cannabis
Mexico 7,900 7,400 7,000 3,700 8,300 8,600 | 11,700
Colombia 4,000 4,000 4,000 4,000 4,000 4,133 4,133
Jamaica 214 356
Belize
Others 3,500 3,500 3,500 3,500 3,500 3,500 3,500 3,500
Total Cannabis 3,500 15,400 14,900 14,500 11,200 15,800 16,447 | 19,689

! Beginning in 2001, USG surveys of Bolivian coca take place cover the period June to June.
2 Since leaf calculation is by fresh leaf weight in Colombia, in contrast to dry weight elsewhere, these boxes are blank.

%2002 and 2001 totals do not include Colombia. See footnote 2 above.
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Worldwide Potential lllicit Drug Production

1988-1995 (All Figures in Metric Tons)

1995 | 1994 | 1993 | 1902 | 1991 | 1990 | 1989 | 1988 |

Opium Gum

Afghanistan 1,250 950 685 640 570 415 585 750
India 77 90

Iran

Pakistan 155 160 140 175 180 165 130 205
Total SW Asia 1,482 1,200 825 815 750 580 715 955
Burma 2,340 2,030 2,575 2,280 2,350 2,255 2,430 1,280
China 19 25

Laos 180 85 180 230 265 275 380 255
Thailand 25 17 42 24 35 40 50 25
Vietnam

Total SE Asia 2,564 2,157 2,797 2,534 2,650 2,570 2,860 1,560
Colombia 65

Lebanon 1 4 34 32 45
Guatemala 11 13 12 8
Mexico 53 60 49 40 41 62 66 67
Total Other 119 60 53 40 86 107 123 75
Total Opium 4,165 3,417 3,675 3,389 3,486 3,257 3,698 2,590
Coca Leaf

Bolivia 85,000 89,800 84,400 80,300 78,000 77,000 78,200 79,500
Colombia 229,300 35,800 31,700 29,600 30,000 32,100 33,900 27,200
Peru 183,600 | 165,300 | 155,500 | 223,900 | 222,700 [ 196,900 | 186,300 | 187,700
Ecuador 100 100 40 170 270 400
Total Coca 497,900 | 290,900 | 271,700 | 333,900 | 330,740 | 306,170 | 298,670 | 294,800
Cannabis

Mexico 12,400 5,540 6,280 7,795 7,775 19,715 30,200 5,655
Colombia 4,133 4,138 4,125 1,650 1,650 1,500 2,800 7,775
Jamaica 206 208 502 263 641 825 190 405
Belize 49 60 65 120
Others 3,500 3,500 3,500 3,500 3,500 3,500 3,500 3,500
Total 20,239 13,386 14,407 13,208 13,615 25,600 36,755 17,455
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Parties to the 1988 UN Convention

Country Date Signed Date Became a Party
1. Afghanistan 20 December 1988 14 February 1992
2. Albania Accession 27 June 2001

3. Algeria 20 December 1988 5 May 1995

4. Andorra Accession 23 July 1999

5. Antigua and Barbuda Accession 5 April 1993

6. Argentina Accession 13 September 1993
7. Armenia 20 December 1988 28 June 1993

8. Australia 14 February 1989 16 November 1992
9. Austria 25 September 1989 11 July 1997

10. Azerbaijan Accession 22 September 1993
11. Bahamas 20 December 1988 30 January 1989
12. Bahrain 28 September 1989 7 February 1990
13. Bangladesh 14 April 1989 11 October 1990
14. Barbados Accession 15 October 1992
15. Belarus 27 February 1989 15 October 1990
16. Belgium 22 May 1989 25 October 1995
17. Belize Accession 24 July 1996

18. Benin Accession 23 May 1997

19. Bhutan Accession 27 August 1990
20. Bolivia 20 December 1988 20 August 1990
21. Bosnia and Herzegovina Succession 01 September 1993
22. Botswana Accession 13 August 1996
23. Brazil 20 December 1988 17 July 1991

24. Brunei Darussalam 26 October 1989 12 November 1993
25. Bulgaria 19 May 1989 24 September 1992
26. Burkina Faso Accession 02 June 1992

27. Burma Ratified 11 June 1991

28. Burundi Accession 18 February 1993
29. Cameroon 27 February 1989 28 October 1991
30. Canada 20 December 1988 05 July 1990

31. Cape Verde Accession 08 May 1995
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Country Date Signed Date Became a Party
32. Central African Republic Accession 15 October 2001
33. Chad Accession 09 June 1995

34. Chile 20 December 1988 13 March 1990

35. China 20 December 1988 25 October 1989
36. Colombia 20 December 1988 10 June 1994

37. Comoros Accession 1 March 2000

38. Costa Rica 25 April 1989 8 February 1991
39. Cote d'lvoire 20 December 1988 25 November 1991
40. Croatia Succession 26 July 1993

41. Cuba 7 April 1989 12 June 1996

42. Cyprus 20 December 1988 25 May 1990

43. Czech Republic Succession 30 December 1993
44. Denmark 20 December 1988 19 December 1991
45. Dijibouti Accession 22 February 2001
46. Dominica Accession 30 June 1993

47. Dominican Republic Accession 21 September 1993
48. Ecuador 21 June 1988 23 March 1990
49. Egypt 20 December 1988 15 March 1991

50. El Salvador Accession 21 May 1993

51. Estonia Accession 12 July 2000

52. Ethiopia Accession 11 October 1994
53. European Economic Community 8 June 1989 31 December 1990
54. Fiji Accession 25 March 1993

55. Finland 8 February 1989 15 February 1994
56. France 13 February 1989 31 December 1990
57. Gambia Accession 23 April 1996

58. Germany 19 January 1989 30 November 1993
59. Georgia Accession 8 January 1998
60. Ghana 20 December 1988 10 April 1990

61. Greece 23 February 1989 28 January 1992
62. Grenada Accession 10 December 1990
63. Guatemala 20 December 1988 28 February 1991
64. Guinea Accession 27 December 1990
65. Guyana Accession 19 March 1993
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Country Date Signed Date Became a Party
66. Haiti Accession 18 September 1995
67. Honduras 20 December 1988 11 December 1991
68. Hungary 22 August 1989 15 November 1996
69. Iceland Accession 2 September 1997
70. India Accession 27 March 1990
71. Indonesia 27 March 1989 23 February 1999
72. Iran 20 December 1988 7 December 1992
73. Iraq Accession 22 July 1998

74. Ireland 14 December 1989 3 September 1996
75. lIsrael 20 December 1988 20 May 2002

76. ltaly 20 December 1988 31 December 1990
77. Jamaica 2 October 1989 29 December 1995
78. Japan 19 December 1989 12 June 1992

79. Jordan 20 December 1988 16 April 1990

80. Kazakhstan Accession 29 April 1997

81. Kenya Accession 19 October 1992
82. Korea Accession 28 December 1998
83. Kuwait 2 Ocotober 1989 3 November 2000
84. Kyrgyzstan Accession 7 October 1994
85. Latvia Accession 24 February 1994
86. Lebanon Accession 11 March 1996
87. Lesotho Accession 28 March 1995
88. Libyan Arab Jamahiriya Accession 22 July 1996

89. Lithuania Accession 8 June 1998

90. Luxembourg 26 September 1989 29 April 1992

91. Macedonia, Former Yugoslav Rep. Accession 18 October 1993
92. Madagascar Accession 12 March 1991

93. Malawi Accession 12 October 1995
94. Malaysia 20 December 1988 11 May 1993

95. Maldives 5 December 1989 7 December 2000
96. Mali Accession 31 October 1995
97. Malta Accession 28 February 1996
98. Mauritania Accession 1 July 1993

99. Mauritius 20 December 1988 6 March 2001
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Country Date Signed Date Became a Party
100. Mexico 16 February 1989 11 April 1990

101. Moldova Accession 19 February 1995
102. Monaco 24 February 1989 23 April 1991

103. Morocco 28 December 1988 28 October 1992
104. Mozambique Accession 8 June 1998

105. Nepal Accession 24 July 1991

106. Netherlands 18 January 1992 8 September 1993
107. New Zealand 18 December 1989 16 December 2002
108. Nicaragua 20 December 1988 4 May 1990

109. Niger Accession 10 November 1992
110. Nigeria 1 March 1989 1 November 1989
111. Norway 20 December 1988 1 January 1994
112. Oman Accession 15 March 1991
113. Pakistan 20 December 1988 25 October 1991
114. Panama 20 December 1988 13 January 1994
115. Paraguay 20 December 1988 23 August 1990
116. Peru 20 December 1988 16 January 1992
117. Philippines 20 December 1988 7 June 1996

118. Poland 6 March 1989 26 May 1994

119. Portugal 13 December 1989 3 December 1991
120. Qatar Accession 4 May 1990

121. Romania Accession 21 January 1993
122. Russia 19 January 1989 17 December 1990
123. Rwanda Accession 13 May 2002

124. St. Kitts and Nevis Accession 19 April 1995

125. St. Lucia Accession 21 August 1995
126. St. Vincent and the Grenadines Accession 17 May 1994

127. San Marino Accession 10 October 2000
128. Sao Tome and Principe Accession 20 June 1996

129. Saudi Arabia Accession 9 January 1992
130. Senegal 20 December 1988 27 November 1989
131. Seychelles Accession 27 February 1992
132. Sierra Leone 9 June 1989 6 June 1994

133. Singapore Accession 23 October 1997
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Country Date Signed Date Became a Party
134. Slovakia Succession 28 May 1993

135. Slovenia Succession 6 July 1992

136. South Africa Accession 14 December 1998
137. Spain 20 December 1988 13 August 1990
138. Sri Lanka Accession 6 June 1991

139. Sudan 30 January 1989 19 November 1993
140. Suriname 20 December 1988 28 October 1992
141. Swaziland Accession 3 October 95

142. Sweden 20 December 1988 22 July 1991

143. Syria Accession 3 September 1991
144. Tajikistan Accession 6 May 1996

145. Thailand Accession 3 May 2002

146. Tanzania 20 December 1988 17 April 1996

147. Togo 3 August 1989 1 August 1990
148. Tonga Accession 29 April 1996

149. Trinidad and Tobago 7 December 1989 17 February 1995
150. Tunisia 19 December 1989 20 September 1990
151. Turkey 20 December 1988 2 April 1996

152. Turkmenistan Accession 21 February 1996
153. UAE Accession 12 April 1990
154. Uganda Accession 20 August 1990
155. Ukraine 16 March 1989 28 August 1991
156. United Kingdom 20 December 1988 28 June 1991

157. United States 20 December 1988 20 February 1990
158. Uruguay 19 December 1989 10 March 1995
159. Uzbekistan Accession 14 August 1995
160. Venezuela 20 December 1988 16 July 1991

161. Vietnam Accession 4 November 1997
162. Yemen 20 December 1988 25 March 1996
163. Yugoslavia 20 December 1988 3 January 1991
164. Zambia 9 February 1989 28 May 1993

165. Zimbabwe Accession 30 July 1993
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Signed but Pending Ratification

1. Gabon

20 December 1989

Holy See

20 December 1988

Not UN member

Mauritius

20 December 1988

20 December 1988

Switzerland

16 November 1989

Not UN member

2
3
4. Philippines
5
6

Zaire

20 December 1988

Other

1. Anguilla

Not UN member

Aruba

Not UN member

Bermuda

BVI

Not UN member

Cambodia

Central African Republic

Chad

Congo

Ol | N |ol bk wIDN

Djibouti

-
o

. DPR Korea

N
-

. Hong Kong

Not UN member

-
N

. Laos

-
w

. Liberia

N
N

. Liechtenstein

-
(&)

. Marshall Islands

-
[}

. Micronesia, Federated States of

N
~

. Mongolia

-
oo

. Namibia

-
©

. Papua New Guinea

N
o

. Samoa

N
-

. Sao Tome and Principe

N
N

. Taiwan

Not UN member

N
w

. Turks & Caicos

Not UN member

N
N

. Vanuatu
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DoS Counternarcotics Budget

DoS (INL) Budget by Program
($000)

FY 2003 FY 2003 FY 2004 FY 2004 FY 2005
Actual Supp Actual Supp Request
ACI Country Programs
Bolivia: Interdiction/Eradication 49,000 49,000 49,000
Bolivia: Alt. Dev./Inst. Building 41,727 42,000 42,000
Colombia Interdiction/Eradication 284,000 34,000 313,000 313,000
Colombia: Alt. Dev./Inst. Building 149,200 150,000 150,000
Ecuador: Interdiction/Eradication 15,000 20,000 11,000
Ecuador: Alt. Dev./Inst. Building 15,896 15,000 15,000
Peru: Interdiction/Eradication 59,500 66,000 62,000
Peru: Alt. Dev./Inst. Building 68,552 50,000 50,000
Panama 4,500 6,487 6,000
Brazil 6,000 10,200 9,000
Venezuela 2,075 5,000 3,000
Air Bridge Denial Program 21,000
Subtotal: 413,698 34,000 462,000 471,000
Interdiction/Eradication
Subtotal: Alter.Dev./Inst.Bldg 281,752 269,000 260,000
Total ACI Country Programs 695,450 34,000 726,687 731,000
INCLE Country Programs
Other Latin America
The Bahamas 1,100 1,000 1,000
Guatemala 2,500 3,000 2,820
Jamaica 1,200 1,500 1,500
Mexico 12,000 32,000 40,000
Latin America Regional 6,500 4,850 3,250
Subtotal 23,300 42,350 48,570
Africa
Liberia 5,000
Nigeria 2,250 2,250
South Africa 1,770 1,770
Africa Regional 6,700 2,830 1,480
East Africa Initiative
Subtotal 6,700 6,850 10,500
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DoS (INL) Budget by Program (Continued)
($000)

FY 2003 FY 2003 FY 2004 FY 2004 FY 2005
Actual Supp Actual Supp Request
Asia and the Middle East
Afghanistan 170,000 90,000
Indonesia 10,000
Iraq 17,000
Laos 2,500 2,000 2,000
Morocco 6,000
Pakistan 6,000 25,000 36,500 40,000
Philippines 2,000 2,000
Thailand 3,700 2,000 2,000
Asia/Middle East Regional 4,500 1,000 1,000
Subtotal 33,700 25,000 43,500 170,000 153,000
Total INCLE Country Programs 63,700 140,500 92,700 170,000 212,070
INCLE Global Programs
Interregional Aviation Support 65,000 70,000 70,000
Systems Support/Upgrades 4,000 5,000 4,500
International Organizations 2,870 14,000 13,000
Drug Awareness/Demand 5,000 4,200 4,200
Reduction
Trafficking in Persons 10,000 12,000 5,000
INL Anticrime Programs 12,300 11,324 19,000
Civilian Police Contingent 2,700 2,700
International Law Enforcement 14,500 14,500 14,500
Academy (ILEA) Operations
Regional Narcotics Training 4,500
Total INCLE Global Programs 118,170 25,000 133,724 132,900
Program Development & Support 13,850 13,850 13,850
Total ACI Programs 695,450 34,000 726,687 731,000
Total INCLE Programs 195,720 25,000 240,274 170,000 358,820
Total INL Program? 891,170 59,000 966,961 170,000 1,089,820

! These totals do not include FSA and SEED Act funding transfers from USAID nor do they include PKO funding.
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International Training

International counternarcotics training is managed/funded by INL and carried out by the DEA, U.S.
Customs and Border Service, and U.S. Coast Guard. Major objectives are:

e Contributing to the basic infrastructure for carrying out counternarcotics law
enforcement activities in countries which cooperate with and are considered
significant to U.S. narcotics control efforts;

e Improving technical skills of drug law enforcement personnel in these countries; and
e Increasing cooperation between U.S. and foreign law enforcement officials.

INL training continues to focus on encouraging foreign law enforcement agency self-sufficiency
through infrastructure development. The effectiveness of our counternarcotics efforts overseas should
be viewed in terms of what has been done to bring about the establishment of effective host country
enforcement institutions, thereby taking drugs out of circulation before they begin their journey toward
the United States. U.S. law enforcement personnel stationed overseas are increasingly coming to see
their prime responsibility as promoting the creation of host government systems that are compatible
with and serve the same broad goals as ours.

The regional training provided at the ILEA’s consists of both general law enforcement training as well
as specialized training for mid-level managers in police and other law enforcement agencies.

INL-funded training will continue to support the major U.S. and international strategies for combating
narcotics trafficking worldwide. Emphasis will be placed on contributing to the activities of
international organizations, such as the UNODC and the OAS. Through the meetings of major donors,
the Dublin Group, UNODC and other international fora, we will coordinate with other providers of
training, and urge them to shoulder greater responsibility in providing training, which serves their
particular strategic interests.

INL will maintain its role of coordinating the activities of U.S. law enforcement agencies in response
to requests for assistance from U.S. Embassies. This will avoid duplication of effort and ensure that
presentations represent the full range of USG policies and procedures.

International Law Enforcement
Academies (ILEAS)

The mission of the ILEAs has been to support emerging democracies, help protect U.S. interests
through international cooperation and to promote social, political and economic stability by combating
crime. To achieve these goals, ILEA has provided high-quality training and technical assistance, has
supported institution building and enforcement capability and has fostered relationships of American
law enforcement agencies with their counterparts in each region. ILEAs have also encouraged strong
partnerships among regional countries, to address common problems associated with criminal activity.

The ILEA concept and philosophy is a united effort by all of the participants—government agencies
and ministries, trainers, managers, and students alike—to achieve the common foreign policy goal of
international law enforcement. They are an ideal blend of professionals that will craft the future for
rule of law, human dignity, personal safety and global security.

The ILEAs are a progressive concept in the area of international assistance programs. The regional
ILEAs offer three different types of programs: the Core course, specialized training courses and
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regional seminars tailored to region-specific needs and emerging global threats. The Core program
typically includes 50 participants. The specialized courses, comprised of about 30 participants, are
normally one or two weeks long and often run simultaneously with the Core course. Topics of the
Regional Seminars include transnational crimes, counterterrorism and financial crimes.

Underscoring the ability of ILEAs to adapt quickly, the United States has already amended the money
laundering portion of the Core course presented at each ILEA to address terrorist financing, and the
ILEA program is working on finalizing a new Specialized course that would focus specifically and in
detail on terrorist financing.

The ILEAs help develop an extensive network of alumni that exchange information with their U.S.
counterparts and assist in transnational investigations. These graduates are also expected to become
the leaders and decision-makers in their respective societies. The Department of State works with the
Departments of Justice, Homeland Security and Treasury, and with foreign governments to implement
the ILEA programs. To date, the combined ILEAs have trained over 12,000 officials from 50
countries. The annual ILEA budget averages approximately $18-19 million.

Europe. ILEA Budapest (Hungary) opened in 1995 to provide assistance to Russia, Central Asian and
Eastern European countries. Trainers from the United States, Hungary, Canada, Germany, Great
Britain, Holland, Ireland, Italy, Russia, INTERPOL and the Council of Europe provide instruction.
ILEA Budapest trains approximately 950 students annually.

Asia. ILEA Bangkok (Thailand) opened in March 1999. The curriculum and structure of this
Academy are similar to Budapest, except for the shorter duration of the core course and an added
emphasis in narcotics matters. Participation is open to members of the Association of South East Asian
Nations (ASEAN) and the Peoples Republic of China, including the Special Administrative Regions
of Hong Kong and Macau. Subject matter experts from the United States, Thailand, Japan,
Netherlands, Australia, Philippines and Hong Kong provide instruction. ILEA Bangkok trains
approximately 550 students annually.

Africa. ILEA Gaborone (Botswana) opened in 2001. Its overall instructional format is similar to
Budapest and Bangkok, but adjusted to suit the needs of the region. Participation is open to members
of the Southern African Development Community (SADC), with gradual expansion to East African
and other sub-Saharan African countries. United States and Botswana trainers provide instruction.
ILEA Gaborone trains approximately 450 students annually.

Global. ILEA Roswell (New Mexico) opened in September 2001. It offers a curriculum similar to that
of a Criminal Justice university. The courses have been designed by, and are taught by academicians,
for graduates of the regional ILEAs and other selected criminal justice officials. This Academy is
unique in its format and composition, with an academic focus targeted to a worldwide audience. ILEA
Roswell trains approximately 450 students annually.

Latin America. The Department of State is in the process of establishing an ILEA in Latin America,
along the lines of the existing academies in Budapest, Bangkok and Gaborone. A Bilateral Agreement
establishing the ILEA was signed with the government of Costa Rica in June 2002, and training
activities are expected to begin after ratification of the Agreement by the Costa Rican Congress.
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The primary responsibility of the Drug Enforcement Administration (DEA) is to reduce the threat
posed to our nation by illicit narcotics. The majority of illegal drugs impacting American society are
produced outside of the United States and smuggled into our country. These illegal drugs are
smuggled from their country of origin and often transit other nations before arriving in the United
States. Thus, a strong international commitment to counternarcotics law enforcement is required to
effectively blunt this menace. In cooperation with other U.S. agencies and foreign law enforcement
counterparts, DEA strives to disrupt the illicit narcotics distribution chain; arrest and prosecute those
involved in all aspects of the illegal drug trade and seize their profits and assets.

DEA’s contribution to our nation’s international counternarcotics strategy is accomplished through the
80 offices located in 58 nations that DEA maintains worldwide. The DEA overseas mission is
comprised of the following components:

e Conduct bilateral investigative activities;
e Coordinate intelligence gathering;
e Coordinate training programs for host country police agencies;

e Assist in the development of host country drug law enforcement institutions and
engage in foreign liaisons.

The emphasis placed on each component is determined by conditions and circumstances within the
host nation. In nations where the law enforcement infrastructure is advanced and well developed, the
DEA office may tailor its activities to specific areas that best support host nation efforts. In countries
lacking a robust law enforcement capability, DEA personnel may provide assistance in all four of the
mission areas annotated above. The following sections highlight the assistance that DEA provided
during 2003 to host nation counterparts in support of the four established mission components.

Bilateral Investigations

In late December 2002, officers from the Royal Thai Army (RTA), Interagency Intelligence Fusion
Center (IIFC) received information from a Confidential Source (CS) that a United Wa State Army
(UWSA) caravan with approximately 2 million methamphetamine tablets was expected to arrive in
Thailand from Burma between January 3-5, 2003. During this period, the RTA and the Royal Thai
Border Patrol Police (BPP) were unsuccessful in efforts to interdict this caravan. On January 9-10,
2003, the RTA received additional information from the CS that the methamphetamine had been
buried in a remote area near the Thailand-Burma border, after scouts for the caravan had observed the
RTA and BPP presence along the caravan’s trail. On January 13, 2003, based on information from the
CS, RTA units located and seized 1 million methamphetamine tablets buried in a remote, mountainous
area. Agents from the Chiang Mai Resident Office and officers from the Royal Thai Police, Narcotics
Suppression Bureau, Chiang Mai Intelligence Center and the Sensitive Investigative Unit-North were
involved with this investigation.

On March 26, 2003, the Royal Thai Police/NSB, Sensitive Investigative Unit/Bangkok Intelligence
Center arrested Suphap Seedang and charged him with racketeering, money laundering and conspiracy
to distribute narcotics; 92 million Thai Baht in currency (approximately $2.14 million U.S.) and 600
million Thai Baht (approximately $13.95 million U.S.) in additional assets were seized from Suphap
and his family members. Through the course of this investigation 1,004 million Thai Baht ($23.35
million U.S.) in cash and 900 million Baht (approximately $21 million U.S.) worth of jewelry, gold,
and other assets were seized. This is the largest money seizure in Thai history.
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April 2003, the Australian Federal Police seized the MV Pong Su, a North Korean cargo vessel caught
smuggling 125 kilograms of heroin into Australia. The Canberra Country Office (CCO) is
coordinating closely with the AFP concerning the investigation. On August 6, 2003, the AFP Drug
Registry Unit provided the CCO with 100-two gram samples of heroin seized during the investigation
of the MV Pong Su. These samples were submitted to the Special Testing Lab for analysis.

On May 3, 2003, officials from the Thai Office of Narcotics Control Board (ONCB) executed a search
warrant at an apartment in Bangkok and seized approximately 5,721,400 tablets of methamphetamine.
This seizure is the second largest seizure of methamphetamine tablets in Thailand.

On May 6, 2003 Royal Thai Metropolitan Police seized 200,000 methamphetamine tablets, 1.1
million Thai Baht (approximately $26,000.00 U.S.) and arrested 6 individuals. Subsequent to the
arrests, a Sensitive Investigative Unit source of information reported that one of the female arrestees
had contacted her brother to move a safe from their mother’s house. Search warrants were obtained
and an additional 62 million Thai Baht (approximately $1.48 million U.S.) was seized from a large
safe. Also, 12 diamond Rolex watches, a large amount of gold and jewelry worth an additional 70
million Thai Baht (approximately 1. 8 Million U.S.) were seized.

On May 6, 2003 the Lao Government agreed to the expulsion of a USCS fugitive in Laos. The
Bangkok Country Office (BCO), Vientiane Country Office (VCO) and the Sensitive Investigative Unit
assisted the United States Customs Service (USCS) in locating the fugitive by conducting an extensive
surveillance of the fugitive’s wife and sister. This surveillance covered approximately 500 miles from
Bangkok to Mukdahan, which is near the Lao border. On

On June 9, 2003, the largest amount of heroin ever detected in Vietnam was seized according to
Vietnam’s State controlled media. A truck carrying 128 bricks of heroin weighing about 40 kilograms
was stopped and searched near the Lao Bao border crossing. The driver and five other individuals
were arrested.

On June 13, 2003, a unilaterally controlled Confidential Source of the Royal Thai Police (RTP),
Narcotics Suppression Bureau, Sensitive Investigative Unit North (NSB-SIU-N) provided
information/services which resulted in the seizure of 86 units of heroin in Tachilek, Burma.
Subsequently, officers from NSB/SIU-N and the Counter-Narcotics Enforcement Team (SIU/CNET)
in Bangkok, assisted by DEA Agents from the Chaing Mai Resident Office (CMRO) and Bangkok
Country Office, conducted a controlled delivery of 36 units of heroin in Bangkok which resulted in the
arrest of five Taiwanese nationals. Concurrently, officers from NSB/SIU-N, SIU/CNET, and NSB in
Songkhla, assisted by DEA Agents and Investigative Assistants from the CMRO and Songkhla
Resident Office, conducted a controlled delivery of an additional 50 units of heroin in Hat Yai,
Thailand and arrested four Chinese-Malaysian subjects.

On July 29, 2003, the Rangoon Country Office (RCO) reported that the Burmese military seized a
heroin processing refinery in Nant Tway Haw village, Hsenwi Township, Burma. A total of 12.3
pounds of heroin, 22.6 pounds of opium, and over 400 gallons of various processing chemicals were
also seized at the site. Five individuals were arrested pursuant to the seizure.

In August 2003, the Belgian Federal Police advised the Australian Federal Police that a shipment of
approximately 800,000 MDMA tablets hidden in an agricultural irrigation system was departing
Belgium for Australia. In September 2003, the CCO) was asked to join the investigation. On Oct 4,
2003, the MV Tamerline arrived in Sydney with the irrigation system. An examination was performed
and 865 packages of MDMA were seized and six individuals arrested.

On August 7, 2003, a Korean Customs Service Investigator operating in conjunction with the Seoul
Country Office Airbust Unit at Incheon International Airport seized approximately 27.5 kilograms of
raw opium. The opium was secreted in the false bottom of a luggage bag which had been abandoned
in the airport.
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On August 18, 2003, the Burmese Central Committee for Drug Abuse Control (CCDAC) provided the
following information to the Rangoon Country Office. A joint Lashio Police Task Force and Lashio
Directorate Defense Services Intelligence operation led to the arrest of three suspects and the seizure
of approximately 236,000 methamphetamine tablets.

On August 25, 2003, a unilaterally-controlled Confidential Source of the Chiang Mai Resident Office
(CMRO) provided information relative to a remote storage location in which 1.4 million
methamphetamine tablets were stored. Based on this information, officers from the Royal Thai Border
Patrol Police, assisted by DEA Agents from the CMRO, located and seized the 1.4 million
methamphetamine tablets secreted in a remote mountain cave.

On August 29, 2003, Mohammad Kahlid Azizi, Muzaffar Khan Afridi, Alamdar Khan Afridi, Wai Ul-
Din Wardak, and Zalmai Ibrahimi were arrested in Bangkok, Thailand. The Bangkok Country Office
(BCO) and the Thai Office of Narcotics Control Board have been assisting the Washington Field
Division and the FBI Calverton District Office in an ongoing investigation involving a Pakistani based
heroin trafficking organization with direct ties to the U.S. On September 4, 2003, the Royal Thai
Police advised the BCO that all gems/jewelry located at the Azizi Gems and Minerals Company Ltd
and additional gems found at the Azizi’s home were seized pursuant to possible violations of money
laundering statues. The property is estimated at approximately 2.4 million dollars.

On September 10, 2003, the Australian Federal Police (AFP), Australian Crime Commission (ACC),
and the Australian Customs Service (ACS) conducted a controlled delivery that resulted in the arrest
of three individuals and the seizure of 750 kilograms of pseudo ephedrine. This operation was initiated
in January 2003 when the ACC identified a shipment of 24 kilograms of heroin that arrived in
Australia secreted in a shipment of frozen fish originating in Cambodia. This seizure resulted in the
arrest of two individuals in the Sydney area. In August 2003, Cambodian Law Enforcement Officials
arrested five individuals in Cambodia associated with the seized heroin shipment. During the week of
September 8, 2003, the ACC and AFP came across information about a shipment of goods from
Thailand. The ACS determined the shipment had arrived and was in holding. A search was conducted
and 750 kilograms of pseudo ephedrine was found in ornamental plaques.

On September 14, 2003, the Chiang Mai Resident Office and the Royal Thai Police, Narcotics
Suppression Bureau-North, conducted a controlled delivery of 40 kilograms of heroin to Bangkok,
Thailand. As a result, officers arrested 5 Thai Nationals and seized 40 kilograms of heroin and gold
jewelry with an estimated value of 50 million baht (USC $1.2 million dollars). Information provided
by a Confidential Source indicates that this 40 kilogram shipment was part of a larger shipment of 560
kilograms which is controlled by Eakasit Sirimongkul, an ethnic Chinese narcotics trafficker affiliated
with the United Wa State Army.

Three subjects from the West African nation of Benin were arrested in Chicago on September 19,
2003, for accepting a parcel containing nearly 500 grams of heroin. The parcel was shipped from
Bangkok, Thailand to a business in Chicago. An employee of the business accepted the parcel and
delivered it to a nearby apartment. Agents raided the apartment, arrested two individuals and seized
approximately 470 grams of heroin and $8,000 in U.S. currency (USC). As the search of the apartment
was being conducted, a third individual involved in this conspiracy arrived at the apartment and was
arrested.

On October 1, 2003, Phnom Penh Municipal Police seized approximately 35 kilograms of heroin and
15 kilograms of amphetamines in one of the largest drug busts in Cambodian history. Three
Cambodian Ministry of Defense Intelligence Officers were among the 13 suspects arrested.

On October 7, 2003, the Royal Malaysian Police (RMP) Narcotics Department successfully
dismantled two drug processing laboratories, operated by a Chinese-Mayla syndicate, in Batu Uban of
Penang, Malaysia. In this operations, the RMP arrested seven suspects, seized 8.9 kilograms of heroin
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#3, 5,200 tablets of MDMA, 540 grams of MDMA powder, 614 grams of ketamine powder, and 50
grams of caffeine. In addition, the RMP confiscated $164,964 in currency, nine vehicles, four pistols,
and 390 rounds of ammunition.

On October 7, 2003, LAFD D/I Susan Langston received information from the Hong Kong Country
Office that Solstice Medicine Co. in LA placed an order to import pseudo ephedrine tablets. A search
warrant for a vessel arriving in the Port of LA was issued. On October 31, 2003, 133 boxes of pseudo
ephedrine were seized and each box contained 5, 760 tablets.

On October 23, 2003, the Hong Kong Customs and Excise Officers seized approximately 1 kilogram
of cocaine and arrested one courier at the Hong Kong International Airport. The cocaine was infused
into a garment carried by a Latin male courier. This is an unusual concealment method for cocaine
destined for Hong Kong. Further, this seizure demonstrates a new trend where Asia bound drug
couriers from Latin America are departing from Sao Paulo, Brazil and/or transiting Johannesburg,
South Africa.

On October 31, 2003, the Taiwanese Ministry of Justice Investigation Bureau, Kaohsiung Police and
Coast Guard Administration seized approximately 14 kilograms of crystal methamphetamine, 700
kilograms of liquid methamphetamine and a large amount of laboratory equipment from a clandestine
laboratory, which resulted in the arrest of Li Wen-Cheng, the head of the drug trafficking syndicate
based in Kaohsiung, Taiwan. Taiwanese authorities reported that this seizure was the largest ever in
Taiwan.

On November 21, 2003, a huge lab was seized in an industrial area in Antipolo, Philippines (East of
Manila). Early estimates indicate approximately 1,068 kilograms of methamphetamine (466 kilos of
crystal “ice” methamphetamine, and 602 kilograms of 'wet' methamphetamine being dried) and 33 55-
gallon drums of chemicals were seized at the site.

On November 26, 2003, the first ever MDMA lab in Northern Ireland was seized. The seizure was
based upon intelligence provided by a Hanoi Country Office Confidential Source.

On December 4, 2003, CA Christopher Browning, of the Seoul Country Office, contacted Atlanta
Field Division (FD) Task Force Group 1 to report that Korean Customs had seized 9.9 kilograms of
opium from a suitcase belonging to an individual identified as Olivia Naphaivong. Two other
individuals were traveling with the female. Atlanta FD Task Force Officers and Customs personnel
detained the suspected individuals. A total of 30 kilograms of opium were seized in Seoul and Atlanta,
Georgia.

On June 12, 2003, the Colombian Coast Guard (CCG), acting upon DEA supplied information,
intercepted a go-fast vessel in the Gulf of Uraba, located along the northwest coast of Colombia. The
vessel was initially detected by radar and after a brief pursuit by the CCG, the vessel was abandoned
on the beach near the town of Punta Yerbatal, Colombia. Approximately 1,000 kilograms of cocaine
hydrochloride were seized as a result of the intercept. No arrests were made as the crew fled prior to
the arrival of the CCG.

On October 4, 2003, JIATF South air assets, acting on information provided by the Cartagena
Resident Office (RO), detected a go-boat fast boat approximately 100 miles northwest of Santa Marta,
Colombia. Following notification of the go-fast location, the Cartagena RO directed Colombian Coast
Guard (CCG) and Colombian Air Force (CAF) assets to the area. After a lengthy pursuit, the go-fast
boat was forced to beach near the coastal city of Sabanilla, Colombia. The operation resulted in the
seizure of approximately 270 kilograms of cocaine and two arrests. The remainder of the cocaine was
observed being thrown overboard by CCG and JIATF air assets while the pursuit was underway.

On May 20, 2003, as a result of a two year investigation, a major heroin organization that operated in
Colombia, New York, Newark and Philadelphia was dismantled. This investigation resulted in 45
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arrests and the seizure of approximately 14 kilograms of heroin and U.S. $320,000 to date. The target
of the investigation was the Franklin Santos Heroin Trafficking Organization. According to affidavits
filed in support of the arrests and search warrants, Santos, a Dominican national living in Philadelphia,
was supplied by a heroin organization based in Colombia. The Santos Organization was responsible
for distributing kilogram quantities of heroin throughout Philadelphia.

On February 13, 2003, over 400 Officers and Agents executed 63 arrest warrants and 29 search
warrants during the takedown of Operation Goodwrench. This operation targeted an international
heroin/cocaine trafficking organization based in Medellin, Colombia that supplied distributors in New
York. The transportation route for this organization originated in Medellin and transited several South
American countries before reaching Puerto Rico. From Puerto Rico, the organization would smuggle
the heroin or cocaine into the U.S. This investigation culminated in the arrest of 67 defendants and the
seizure of 21 kilograms of heroin, 17.4 kilograms of cocaine, 1.9 kilograms of crack cocaine, 8 pounds
of marijuana and U.S. $438,420. This investigation was an Organized Crime Drug Enforcement Task
Force initiative, coordinated by the DEA Special Operations Division and comprised of Agents and
Analysts from the USCS, FBI, IRS and various DEA offices.

On March 27, 2003, the Bogota Country Office, Colombian National Police Sensitive Investigative
Unit, the Colombian Fiscalia’s Office, the Colombian Navy and the Tampa District Office executed
the takedown of OPERATION PEGASUS II, a multi-district; multi-agency, OCDETF investigation.
This organization was responsible for transporting multi-ton loads of cocaine from the Pacific Coast of
Colombia. The enforcement operation involved the coordinated execution of 55 search warrants and 7
U.S. Provisional Arrest Warrants in the following Colombian cities: Cali, Medellin, Puerto Tejada,
Bogota, and Buenaventura. Fifteen suspects were arrested and $30,000 in Colombian pesos, $100,000
in jewelry and watches, six fishing vessels and several weapons were seized.

On March 8 and 9, 2003, the Venezuela Guardia Nacional seized 5,020 kilograms of cocaine in a
small fishing village located about 30 KM from the port city of Carupano, Venezuela. The seizure
occurred as the result of information provided by DEA and Venezuelan sources. The cocaine was
being stored in a small shack, allegedly waiting to be smuggled to a larger vessel for transshipment to
Europe. Also seized were 11 small fishing boats and several small arms.

On July 29, 2003, intelligence information developed in coordination with the Athens Country Office,
Bulgarian Police, Bolivian Narcotics Police and the La Paz Country Office resulted in the execution of
10 search warrants in Santa Cruz, Bolivia. In furtherance of those warrants, 24 arrests were carried
out, to include 1 Colombian National, 1 Brazilian National and 22 Bolivians. The following was
seized: approximately 2,000 kilograms of liquid cocaine mixed into fine sand, contained in 78 plastic
barrels and destined for Madrid, Spain; a total gross weight of 14,911 kilograms of mashed potato
mixture, which was determined by Bolivian chemists to contain approximately 3,087 kilograms of
powder cocaine HCL, which was destined for Bulgaria, via Chile; 139,300 kilograms of lime powder
and other precursor chemicals; 6 vehicles and 2 handguns.

On September 10, 2003, based on Colombian National Police (CNP) intelligence, the Bogota Country
Office and the CNP conducted a raid on a cocaine HCL laboratory located in the rural area east of
Buga, in Valle de Cauca, Colombia. The CNP seized a cocaine HCL Laboratory, 1.3 tons of cocaine
HCL, 1,000 gallons of acetone, 700 gallons of sulfuric acid and 1,000 gallons of hydrochloric acid.
The CNP also apprehended four subjects that were later identified as laboratory operators. CNP
developed intelligence indicated that this laboratory was operated and controlled on behalf of the
North Valley Cartel and had an estimated production capacity of 1,000 kilograms of cocaine HCL per
week.

In May 2003, 3.6 tons of cocaine was seized off the coast of Spain. This seizure was the result of a
joint investigation involving the DEA Athens Country Office, DEA Madrid Country Office and the
Hellenic National Police. The investigation targeted a maritime shipping organization as part of the
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Athens Country Office’s Maritime Intelligence Program. A tracking device was installed on a vessel
belonging to a member of the suspect maritime organization, leading to the seizure.

In August 2003, Estonian officials executed a search warrant at a residence in Tallinn, Estonia and
seized a pill press, various chemicals and 150 kilograms of liquid MDMA. The Copenhagen Country
Office, working in conjunction with Estonian law enforcement officials and a Confidential Source,
provided the information that led to the seizure. The Estonian National Laboratory calculated that the
liquid MDMA seized would have produced approximately 750,000 tablets of MDMA. According to
the Confidential Source, the liquid MDMA originated in Russia. This is the largest MDMA laboratory
ever seized in the Baltic and Nordic countries.

On November 5, 2003, the Turkish National Police (TNP), working jointly with the Istanbul Resident
Office, seized 495 kilograms of heroin in an ongoing, nine-month TNP/DEA Priority Target
investigation. This organization has been known to DEA since 1978. The organization is an
international narcotics transportation group providing services to the most significant trafficking
organizations throughout the region. Many of these trafficking organizations have direct ties with
opium suppliers in Pakistan and Afghanistan and heroin distributors in Western markets. Three
suspected heroin laboratories, which had been controlled by this organization, were dismantled as a
result of this investigation..

On July 4, 2003, the Spanish National Police (SNP) seized the M/V Carida C, 3,300 kilograms of
cocaine and arrested seven crewmembers. The seizure was based upon information provided by the
Madrid Country Office and a DEA controlled Confidential Source. Several Colombian and Spanish
nationals, not on board the vessel during the seizure, were later arrested in Pontevedra, Spain in
conjunction with this investigation.

The DEA Vienna and Athens Country Offices, in conjunction with Bosnian and Serbian authorities,
conducted an investigation which resulted in the seizure of 34 tons of acetic anhydride in Bosnia-
Herzegovina. Six amphetamine laboratories, several tons of acetic anhydride and 165,295 captagon
tablets were seized in Belgrade, Serbia-Montenegro as part of the same investigation. The acetic
anhydride seized in Bosnia-Herzegovina arrived at the port of Ploce, Croatia from Mexico and was
transported from Croatia to Bosnia-Herzegovina via truck.

On March 14, 2003, Osiel Cardenas-Guillen, head of a major Mexican drug trafficking organization
(DTO) and designated as a DEA Priority Target and Consolidated Priority Target Organization
(CPOT), was arrested by Mexican military units in Matamoros, Mexico. Until his arrest, Osiel
Cardenas had been the Mexico-Central America Division’s number one Priority Target. The proactive
pursuit of this important fugitive represents part of an encouraging, sustained effort on the part of the
Fox Administration in bringing high-level traffickers to justice. Osiel Cardenas-Guillen and nine of his
associates are under indictment in the Southern District of Texas, and are charged with seventeen
different counts including drug trafficking, money laundering and assault on Federal Agents. Cardenas
and his associates are wanted for the assault and attempted kidnappings of Special Agents Joseph
Dubois (DEA) and Dan Fuentes (FBI) on November 9, 1999.

On April 4, 2003 Arturo Hernandez-Cardenas aka “El Chaqui,” head of security for the Vicente
Carrillo-Fuentes DTO, a DEA CPOT investigation, was arrested by vetted units of Mexico’s Agencia
Federal De Investigaciones (AFI), in Manzanillo, Mexico. Hernandez-Cardenas has been charged
under Mexican law with violations of organized crime statutes, as well as crimes against health,
money laundering, and narcotics trafficking. Hernandez-Cardenas, a former Policia Judicial Federal
(PJF) officer, was responsible for the personal security of Amado Carrillo-Fuentes until his untimely
death in July 1997. Hernandez-Cardenas also is known to be responsible for numerous brutal
assassinations conducted on behalf of the ACFO. Following the death of Amado Carillo-Fuentes,
Hernandez-Cardenas continued in the same capacity as security and enforcer for Vicente Carrillo-
Fuentes.
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On April 9, 2003, the Governments of Panama and Colombia conducted a simultaneous takedown of
a DEA designated Priority Target investigation which resulted in the dismantlement of a maritime
smuggling organization. This effort was the first bilateral investigation between Panama and Colombia
that resulted in a unified, simultaneous takedown based on shared wire intercept information. The
level of cooperation exhibited by both countries through the nine month investigation is noteworthy.
The Government of Panama executed numerous arrest and search warrants throughout Panama.
Thirty-two individuals were arrested and seizures included real property, vessels, small weapons,
vehicles, documents and computers. Twenty-two defendants were arrested in Colombia, including
Panama Country Office Priority Target Harold Irurita-Lopez. Colombian national Irurita-Lopez
headed an organization that transported multi-ton quantities of cocaine from Colombia through Central
America to the U.S.

On May 22, 2003, Byron Gilberto Linares-Cordon, a key lieutenant of the Otto Herrera-Garcia Drug
Trafficking Organization (DTO), (a DEA CPOT investigation), was arrested by members of the
Guatemala City Country Office DEA Task Force (SAIA). Fourteen million dollars in drug proceeds
and 1,090 kilograms of cocaine were seized. Linares-Cordon was arrested pursuant to a Guatemalan
arrest warrant issued on April 24, 2003, for narcotics activity, money laundering, illicit investments,
and other illegal activities. The cocaine trafficking organization directed by CPOT and Priority Target
Otto Roberto Herrera-Garcia is the most prolific DTO in Guatemala. Based on intelligence obtained
from various independent sources, it is estimated that this organization is responsible, on a monthly
basis, for the transshipment through Guatemala of approximately 5 metric tons of cocaine.

On July 31, 2003, Attorney General John Ashcroft and the DEA announced the indictment of Mexican
drug lord Ismael Zambada-Garcia, head of the Zambada-Garcia drug organization (ZGO), a
Consolidated Priority Target (CPOT) organization, and the arrests of over 240 individuals in the
United States and Mexico. The indictment and related arrests are the result of Operation Trifecta, a 19-
month-long international Organized Crime Drug Enforcement Task Force investigation into cocaine,
marijuana and methamphetamine trafficking. The investigation was conducted by agents and analysts
from the DEA, Federal Bureau of Investigation, Bureau of Immigration and Customs Enforcement,
Internal Revenue Service, Bureau of Alcohol, Tobacco, Firearms and Explosives, attorneys from the
Justice Department's Criminal Division and various U.S. Attorneys' offices, and coordinated by the
Special Operations Division.

On August 15, 2003, the DEA Monterrey and Guadalajara Resident Offices provided detailed
cooperating source information regarding major drug trafficker and CPOT Armando Valencia
Cornelio to the Government of Mexico’s Organized Crime Unit (UEDQO). On that same date, the
UEDO Unit successfully arrested Valencia-Cornelio and seven co-conspirators. Armando Valencia-
Cornelio, was a Guadalajara-based Mexican poly-drug trafficker who transported and distributed
multi-ton quantities of cocaine

On December 6, 2003 DEA CPOT Fernando Requena-Duval was arrested at Tocumen International
Airport, Panama City, Panama. He was arrested based on an International Wanted Notice issued by
Interpol on November 21, 2003. Requena-Duval was indicted on December 19, 2002, by a Federal
Grand Jury in Washington, D.C and a Provisional Arrest Warrant was sent to Panama via diplomatic
channels on December 6, 2003. Fernando Requena-Duval is the leader of one of the largest maritime
smuggling organizations based in Central America. Requena-Duval’s organization imported large
quantities of cocaine from Colombia into Nicaragua for eventual transportation to the United States.

On May 4, 2003, the St. Croix Resident Office arrested a significant U.S. Virgin Islands based
cocaine trafficker and several members of his organization. Subsequently, these individuals are
providing information provide historical information on the organizations source of supply. During
July 2003, this investigation became an OCDETF, Priority Target, and RPOT investigation. The
Bridgetown CO is the only foreign office in the Caribbean division to be the lead agency in an
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OCEDTF investigation. This investigation is being worked in conjunction with, the St. Croix RO and
the Royal St. Vincent Police Force.

On May 4, 2003, the St. Croix Resident Office arrested a significant U.S. Virgin Islands based
cocaine trafficker and several members of his organization. Subsequently, these individuals are
providing information provide historical information on the organizations source of supply. During
July 2003, this investigation became an OCDETF, Priority Target, and RPOT investigation. The
Bridgetown CO is the only foreign office in the Caribbean division to be the lead agency in an
OCEDTF investigation. This investigation is being worked in conjunction with, the St. Croix RO and
the Royal St. Vincent Police Force. July 12, 2003, as a result of Operation Fishnet, Marcellus Anthony
JAMES, was arrested for possession of three kilograms of cocaine. JAMES was aboard Liat flight
traveling from St. Lucia to London. The cocaine was concealed in his shoes and in souvenirs.

On June 17, 2003, DEA Fugitive, Beaudouin Ketant AKA Jacques Ketant was expelled from Haiti
and subsequently arrested by DEA. Ketant was a fugitive from a 1996 Southern District of Florida
Federal Grand Jury indictment charging Ketant with a violation of U.S. drug laws, 21 USC 846.
Ketant is also wanted for the murder in Dade County, Florida.

On October 16, 2003, Jean ELIOBERT JASME was expelled from Haiti and subsequently arrested by
DEA. JASME has been indicted in Fort Lauderdale and New York for cocaine trafficking and
importing in excess of one ton of cocaine into the U.S. from Haiti (the one ton figure is based on
actual seizures in the US).

Santo Domingo CO participated in investigations resulting in the worldwide arrest of 152 people, the
seizure of 2,750 kilograms of cocaine, 18 kilograms of heroin, 892,726 dosage units of MDMA, 1,000
pounds of marijuana and the seizure of more than $5,000,000 in cash and property.

Intelligence Gathering

DEA coordinates intelligence gathering and dissemination worldwide. The DEA Intelligence Division
focuses on intelligence collection pertaining to the cultivation and manufacture of illicit substances,
the sale of precursor chemicals for making illicit drugs and the transportation routes of these drugs into
the United States. The following activities demonstrate the breadth of DEA intelligence activities
around the world.

Traditional routes through northern Thailand and southern China are beginning to be forsaken in favor
of routes through Laos, Northern Vietnam, and Cambeodia. Officials of the United Nations noted that
from April to June of 2003, it had been unusually quiet on the northern and northwestern border areas
of Thailand. This reduction in activity was attributed to the all-out assault on drug smuggling that was
undertaken by Thai authorities from February to April 2003. The intensity of the Thai effort, while not
eliminating use of the traditional routes, certainly has many drug organizations aggressively seeking
alternative smuggling routes and methods. A senior Thai official stated that Thai intelligence believes
that many Burmese warlords and trafficking organizations are becoming frustrated and unsure of what
to do with the millions of methamphetamine tablets that have had to be stored as a result of the Thai
Government’s counternarcotics push early in the year. Thus, producers are actively re-routing many of
their shipments. Heroin and crystal methamphetamine that usually exited the Golden Triangle through
southern China are now being sent through northern Vietnam. Methamphetamine tablets are now
turning up in much larger quantities in Laos, Cambodia and even India, as alternative routes continue
to be explored.

Cambodia has become a hotbed of trafficking for both heroin and methamphetamine as lax and
inadequate enforcement, rampant corruption, and the easy accessibility of the Mekong River all
combine to make Cambodia one of the preferred choices for introducing drugs to the international
market. Laos also continues to be used more and more as a safer route for moving heroin and
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methamphetamine. Heroin passing through Laos usually enters either Vietnam or Cambodia for
shipment to international markets, while the methamphetamine normally passes from Laos into
Cambodia then back to Thailand for consumption or onward to Malaysia.

During June 2003, Operation Cold Remedy was established as a regional and global chemical control
tracking initiative within the Far East Region. The operation was created for the purpose of tracking
the movement of legitimate pharmaceutical products used in the production of methamphetamine,
namely pseudo-ephedrine combination products from Hong Kong to suspect countries such as
Mexico and Panama. To date, the HKCO has been able to track approximately 80 shipments of
pseudo ephedrine combination tablets that have been exported from Hong Kong to Mexico. The 80
shipments total approximately 347 million tablets.

In 2003, the DEA Cochabamba Resident Office implemented the Chapare Valley LOOKOUT system,
a computer satellite vehicular intelligence system. This system was designed to develop, analyze and
disseminate the modes of cocaine flows entering/exiting the Chapare Valley via vehicle traffic.

In 2003, the DEA La Paz Country Office implemented the Bolivian Intelligence Fusion Center
manned by the Bolivian National Police’s Counter-Narcotic Force Special Intelligence and Operations
Group. This center develops, analyzes and disseminates intelligence information on cocaine and
chemical trafficking organizations operating in Bolivia.

A TDY Special Agent in Sophia Bulgaria, working jointly with the DEA La Paz Country Office and
Bulgarian and British law enforcement authorities, identified a maritime transportation group
smuggling cocaine into Bulgaria for distribution in the Balkans and Europe. Intelligence gleaned from
Title III intercepts identified two cocaine laden containers in Bolivia being readied for shipment to
Spain and Bulgaria. Bolivian authorities seized 2.5 tons of cocaine from each container. Additionally,
authorities in Bulgaria and Bolivia arrested a total of 28 suspects and detained 18 others as part of this
investigation.

In June 2003, the Milan Resident Office, working in conjunction with Croatian law enforcement
authorities and a DEA Confidential Source, targeted a Croatian maritime smuggling organization that
was illicitly importing cocaine into Europe via the Caribbean. In September 2003, based upon
information developed during the investigation, Croatian authorities seized 336 kilograms of cocaine
and arrested four defendants. Authorities also seized the vessel used in the smuggling operation, two
firearms and one vehicle.

In June 2003, based on information provided by the DEA Paris Country Office and a DEA
Confidential Source, French authorities arrested an associate of an extremist terrorist group. The
suspect had requested assistance from the Confidential Source in obtaining false French passports for
members of the group to travel to the United States to carry out unspecified terrorist attacks. Despite
the lack of an immediate drug nexus, French counterparts requested DEA’s assistance which
subsequently enabled the identification of the associate’s residence and ultimate arrest.

In March 2003, members of the Uzbekistan Sensitive Investigative Unit (SIU) attended a SIU Basic
course at the Justice Training Center in Quantico, Virginia. The Uzbekistan SIU became fully
operational in April 2003 and commenced operations in May 2003. As of September 2003, the SIU
has conducted 21 separate operations, resulting in the arrest of 50 defendants, and the seizure of 17.33
kilograms of heroin and 3.6 kilograms of opium.

Centers for Drug Information. During the spring of 2002, DEA implemented the Centers for Drug
Information (CDI) concept by initiating plans to establish four regional Centers in the geographical
areas of Mexico and Central America, the Andean Ridge, the Southern Cone, and the Caribbean. The
four Centers have now been established in Bogota, Colombia; Santo Domingo, Dominican Republic;
Mexico City, Mexico; and Santa Cruz, Bolivia and are fully operational. These Centers provide the
law enforcement personnel of 41 participating nations with the capability to share drug-related tactical
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and investigative information in a timely manner. One hundred and thirty-one computers provide the
foundation for this rapid and timely exchange of information. The four Centers are staffed by the host
nation personnel, a JIATF-South TAT analyst and a DEA analyst.

Coordinate Training Programs for Host Nation Police Agencies

DEA’s international training activities are conducted in coordination with DEA’s foreign offices, U.S.
Missions, and the Department of State International Narcotics and Law Enforcement Affairs section.
The full range of the international counternarcotics training program is addressed in the International
Training Section of the INCSR.

The U.S. Department of State funded Southeast Asian International Law Enforcement Academy
(ILEA) began offering courses in March 1999. ILEA has trained numerous law enforcement and
judicial officials from nine Association of Southeast Asian Nations (ASEAN) countries, the People's
Republic of China, and the Hong Kong and Macau Special Administrative Regions of China. In
addition to directing the ILEA, DEA has continued to sponsor host nation counter narcotics officials
and serve as trainers at the ILEA. On June 27, 2003, Thai Foreign Minister Surakiart and Ambassador
Johnson jointly lead a formal groundbreaking ceremony for a permanent instructional/office facility
for ILEA Bangkok.

The Bogota Country Office hosted specialized training conducted by the Special Testing Laboratory
for forensic chemists in the Andean Region. This week-long training course was held in Bogota from
September 7-13, 2003. Topics covered included: Evidence Handling and Evidence Sampling,
Methamphetamine and Club Drugs, Courtroom Testimony, Heroin Processing, Clandestine Labs,
Marijuana, Cocaine Processing, the Heroin Signature Program, the Methamphetamine Signature
Program, and the Cocaine Signature Program.

The International Asset Forfeiture and Money Laundering program is coordinated by the International
Training Section of DEA in a joint effort with the Department of Justice. During fiscal year 2003 a
total of 168 participants were trained from the following countries: Brazil, Malaysia, Costa Rica,
France and Greece.

The Department of Justice authorizes, the Office of International Operations manages, and DEA’s
International Training Section conducts the training for Sensitive Investigative Unit (SIU) program.
Participating countries currently involved in the SIU program are: Bolivia, Brazil, Colombia,
Dominican Republic, Ecuador, Mexico, Peru, Thailand, Pakistan and the newly added participating
country of Uzbekistan. During 2003, 270 participants from the ten participating countries were trained.

The International Law Enforcement Academy (ILEA) program was established and is funded by INL.
DEA provides all counternarcotics training at the ILEAs. Currently, there are three established ILEAs
operating in Budapest, Hungary; Bangkok, Thailand; and Gaborone, Botswana. ILEA Budapest hosts
officials from such countries as: Armenia, Azerbaijan, Croatia, Georgia, Hungary, Kazakhstan,
Kyrgyzstan, Romania, Russia, Slovenia, Tajikistan, Ukraine, and Uzbekistan. ILEA Bangkok trains
participants from countries such as: Brunei, Cambodia, China, Hong Kong, Indonesia, Laos, Macau,
Malaysia, Philippines, Singapore, Thailand and Vietnam. ILEA Gaborone conducts training to include
the following countries: Botswana, Ethiopia, Kenya, Lesotho, Malawi, Mauritius, Mozambique,
Namibia, Pretoria, South Africa, Swaziland, Tanzania, Uganda, and Zambia. A total of 658
participants were trained during fiscal year 2003 at the ILEAs.

Bilateral Training Seminars funded by INL and conducted by DEA’s International Training Section
for fiscal year 2003 include training seminars for 531 participants as follows: Airport Interdiction
Seminar in Kenya; Chemical Diversion Seminar in Chile; Basic Drug Enforcement Seminar in
Indonesia; Basic Drug Enforcement Seminar in Laos; Basic Drug Enforcement Seminar in Costa Rica;
Advanced Drug Enforcement Seminar Paraguay; Basic Drug Enforcement Seminar in Haiti; Advanced
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Intelligence Analysis Seminar in Dominican Republic; Airport Interdiction Seminar in Dominican
Republic; Airport Interdiction Seminar in Laos; Advanced Drug Enforcement Seminar in Poland;
Basic Drug Enforcement Seminar in Belize; Basic Drug Enforcement Seminar in Nicaragua;
Intelligence Collection and Analysis Seminar in Honduras; and Basic Drug Enforcement Seminar in
Dominican Republic.

In addition, the following Regional Bilateral Training Seminars for 98 participants were also
conducted: Regional Basic Drug Enforcement Seminar for Kenya, Madagascar, Mauritius, South
Africa and Tanzania; Airport Operations Seminar for Sri Lanka and Maldives; and Regional
Intelligence Seminar for Kyrgyzstan, Tajikistan and Uzbekistan.

The International Training Section of DEA also conducted “Operations Containment” Seminars
training 104 participants as follows: Regional Interdiction Seminar held in Romania training law
enforcement officials from Albania, Bosnia-Herzegovina, Bulgaria, Croatia, Greece, Hungary,
Macedonia, Moldova, Romania, Serbia-Montenegro, Slovenia, Turkey and Ukraine; and an Advanced
Wiretap T-III Seminar conducted in Turkey. This training targets those foreign counterparts critical to
the success of combating the heroin production and trafficking from the Afghanistan Region.

The International Narcotics Enforcement Management Seminar (INEMS) is a three-week program
funded by the Department of State conducted by the International Training Section of DEA held in the
United States for upper-level law enforcement managers. Fiscal year 2003’s INEMS Number 81
included 19 participants from Afghanistan, Bosnia-Herzegovina, Bulgaria, Croatia, Greece, Hungary,
India, Kazakhstan, Kyrgyzstan, Macedonia, Pakistan, Romania, Russia, Serbia-Montenegro, Slovenia,
Tajikistan, Turkey and Uzbekistan. This annual training seminar is conducted in Washington D.C.

The Executive Observation Program (EOP) conducted by DEA’s International Training Section and
jointly coordinated with the Office of International Operations hosts foreign law enforcement officials
and provides briefings of the training programs conducted and available. During fiscal year 2003 the
International Training Section hosted 137 officials from the following countries: Brazil, Colombia,
Hong Kong, Israel, Laos, Mexico, New Zealand, Paraguay, and Scotland. Also included in our
statistics was a briefing provided to the Western Hemisphere Institute for Security Cooperation
(WHINSEC) Foreign Military Personnel. International Training EOPs are conducted at the DEA
Academy in Quantico, Virginia.

Institution Building and Foreign Liaison

DEA Agents establish close relationships and networks with their counterparts that foster cooperation
in international drug law enforcement. DEA Agents meet with their counterparts to discuss policy and
legislative issues and provide assistance in developing drug control laws and regulations. DEA also
provides training and material support to foreign law enforcement partners to help them combat major
drug trafficking organizations and the production and transportation of illicit drugs. The activities
described below are representative of DEA’s efforts in foreign liaison and institution building
activities.

The Bangkok Country Office successfully concluded an undercover operation with the Chinese
Ministry of Public Security and the Fujian Public Security Bureau on May 16, 2003, that capped an
unprecedented 20-month U.S./China investigative effort. As a result, the “125” trafficking
organization was effectively dismantled. WONG, Kin-Cheung aka: 125, and three of his top
associates, known as the “Four Untouchables,” were arrested. Immediately following the arrests,
Chinese authorities and the DEA New York Field Division executed simultaneous arrests in China and
the United States resulting in the arrest of 29 defendants in China, Hong Kong, India, Canada and the
United States. One of the “Four Untouchables” provided additional information which led to a seizure
of a major clandestine methamphetamine laboratory in Calcutta, India. This successful Chinese/U.S.
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effort represented a major breakthrough in DEA’s operation in China. Groundbreaking events were
achieved throughout the investigation, to include the first DEA Agent to operate in an undercover
capacity in China, authorized by the Ambassador and the Chinese authorities. The travel of a high-
level Chinese delegation to Washington D.C. and New York in October, 2002 for operational
meetings was unprecedented. DEA’s participation in the command post for the May 16, 2003
operation in Fuzhou was the first ever in the history of Chinese law enforcement. DEA’s input
throughout the joint command was highly respected and fully considered by the Chinese. The
subsequent joint press conference in Beijing was also unprecedented. For the first time, the
Ambassador granted DEA an exemption to the Mansfield’s Amendment, which enabled DEA Agents
to access the defendants immediately following their arrest in Fuzhou, China. The Agents monitored
undercover telephone calls made by a cooperative defendant to LIN Cheng Zhong, aka: Lan Ren,
(financier) in New York. As a result, LIN was indicted in the Southern District of New York for his
role in the conspiracy. This unprecedented level of cooperation has ushered in a new era of
counternarcotics cooperation between the United States and China.

Burma was placed on the Financial Action Task Force's(FATF) list of non-cooperating territories in
June 2001, because of the poor quality of its anti-money laundering laws and its poor enforcement
efforts. The Government of Burma responded by enacting new money laundering legislation, which
addressed the FATF's recommendations and made money laundering itself a predicate offense. The
DEA Rangoon Country Office is proactively sharing expertise in the establishment of a financial
investigation unit which will enforce the new money laundering law, as well as any directives issued
by the central bank, to block the assets of narcotics traffickers and terrorist organizations.

On June 26, 2003, Regional Director William Snipes received the Indonesian ‘“National Golden
Award” from the Vice President of the Republic of Indonesia, on behalf of DEA. The award
recognizes contributions and achievements in the field of drug abuse, prevention, and control.

On August 27, 2003 the Commissioner of the Korean Customs Service (KCS), Yong Duk Kim,
presented Country Attaché (CA) Christopher Browning, SCO, with a Certificate of Commendation.
The commendation was issued for his dedicated work with the KCS, outstanding contributions
towards their narcotics investigations and continued support to the agency with training programs and
seminars. The commendation is unique in the fact that it is a registered document with the Republic of
Korea Government and CA Browning was the first non-Korean to receive the award.

Regional Director William Snipes traveled to Cambodia from September 29-30, 2003 for meetings
with the U.S. Ambassador, the Cambodian Deputy Prime Minister and assorted other Cambodian
counterparts. The U.S. side complimented the Cambodians on their increased enforcement efforts and
commended the Cambodians for taking their counternarcotics responsibility seriously. The meetings
were also designed to re-establish ministerial-level contacts on a regular basis for the Regional
Director and the Ambassador. The Deputy Prime Minister, Sar Kheng, agreed to regular meetings on a
quarterly basis. It is important to note that there has been an increased effort by Cambodian
counternarcotics authorities to interdict drug smuggling. During a two day period, July 25-26, 2003,
Cambodian authorities arrested five persons in two separate cases at the Phnom Penh International
Airport. As a result of these arrests, 9.2 kilograms of illicit substances (8.4 kilograms of opium
alkaloids and 0.8 kilograms of amphetamine) was seized.

Extradition is one of the most effective weapons available to the United States in the fight against
Colombian drug trafficking organizations. The Extradition Reform Act of the Colombian Constitution,
which allows for the extradition of Colombian nationals for crimes committed after the date of
enactment, entered into force on December 17, 1997. In 2003, 64 Colombians were extradited to the
United States for prosecution.

In August 2003, pursuant to an ongoing investigation being conducted by the New Delhi, Beijing and
Hong Kong Country Offices and the New York Field Division, a delegation of Chinese drug law
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enforcement officials traveled to India. Travel was in regard to an investigation into a Chinese
organization involved in heroin and methamphetamine production and distribution in India. The
delegation included members of five Chinese government agencies. The level of cooperation between
Indian and Chinese drug law enforcement authorities involved in the case as facilitated by the New
Delhi and Beijing Country Offices has been unprecedented. Not only have both Indian and Chinese
law enforcement officials involved briefed one another on their respective investigation, the Indians
have taken the unparalleled step of allowing their Chinese counterparts to interview the defendants
currently in Indian custody and to review all of the evidence seized to date by Indian authorities. This
cooperation between the two nations was facilitated by the DEA New Delhi and Beijing Country
Offices.

The Drug Enforcement Administration is very pleased with the unprecedented bilateral cooperation
between the United States Government (USG) and the Government of Mexico in the area of drug law
enforcement over the last two years. The most significant progress is the result of the continued
climate of trust and cooperation that has allowed our nations to share sensitive information regarding
major operations. In 2003, the GOM continued to target every major drug trafficking organization in
Mexico, mounting successful operations against most of them.
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United States Coast Guard

Overview

The Coast Guard’s multiyear campaign plan to combat the dynamic maritime drug trafficking threat,
Campaign Steel Web, is continually evolving to reflect changes in drug trafficking trends.

Steel Web 2003 is fully aligned with the National Drug Control Strategy (NDCS), the National
Interdiction Command and Control Plan (NICCP), national security and other directives
complimenting the contributions of our law enforcement (DOJ/DEA, DHS/ICE, CIS, CBP, and local
LEAs) and DoD partners in this effort.

Three pillars form the foundation of Steel Web 2003:

e Denial of maritime drug smuggling routes by developing a dynamic interdiction
presence in the transit and arrival zones, in response to tactical intelligence
information, focusing limited resources to maximize the removal of cocaine being
smuggled via three major smuggling vectors: Eastern Caribbean, Western Caribbean
and Eastern Pacific.

e Strengthening ties with source and transit zone nations to increase their capabilities in
maritime law enforcement, reduce drug-related activities and enhance legitimate
commerce within their territorial limits. Support local, state and federal interagency
efforts to combat drug smuggling through coordinated operations planning and
execution.

e Implement the latest research and development (R&D) and off-the-shelf technologies
available, to better equip Coast Guard assets to detect, monitor and interdict suspect
vessels, and to locate contraband during boardings and searches.

The key to success of Steel Web 2003 is adherence to the concept of centralized operational planning
and decentralized execution, which includes maintaining the flexibility to respond to tactical
intelligence and information. Pursuit of international engagement opportunities is also necessary,
which occurs at the tactical, theater and strategic levels. Partnering with law enforcement officials of
other nations helps develop indigenous interdiction forces, and enhances the cumulative impact of
interdiction efforts directed at drug traffickers in the region. The fruits of R&D and off-the-shelf
technology are enabling more effective deployment of assets.

Combined Operations

The Coast Guard conducted several maritime counternarcotics operations in 2003 in coordination
and/or cooperation with law enforcement forces from: the French West Indies, Regional Security
System nations, Trinidad and Tobago, the Dominican Republic, United Kingdom and its Overseas
Territories, Netherlands and Netherlands Antilles, Jamaica, Cayman Islands, Honduras, Nicaragua,
and Venezuela.

International Agreements

Increasing numbers of bilateral agreements to 23 between the U.S. and Central and South American
and Caribbean nations is moving us toward our goal of a “seamless” territorial sea and airspace.
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In 2003, Guatemala signed a maritime counternarcotics agreement with the USG, but it is not yet in
force. The Caribbean Regional Agreement opened for signature in April 2003; five States are needed
to bring the CRA into force, and while 11 States have signed the Agreement, only the U.S. has
completed its domestic process to bring the agreement into force.

International Cooperative Efforts

In 2003, the Coast Guard was involved in 65 narcotics smuggling events, which resulted in the seizure
of 56 vessels, the arrest of 283 suspected smugglers, and the seizure of 136,864 pounds of cocaine and
14,059 pounds of marijuana. Of the 65 events, 36 involved some type of foreign support or
cooperation (direct unit participation, exercise of bilateral agreements, granting permission to board,
logistics support, etc.). The Coast Guard seized 95,665 pounds of cocaine (70 percent of total seized)
during these 36 events.

The Coast Guard has worked out informal counternarcotics cooperative efforts with Mexico, which
have improved overall effectiveness. In 2003, the Coast Guard provided direct support to the Mexican
Navy in two cases.

The Coast Guard continued to enjoy exceptional cooperation from the Government of Colombia in
maritime interdiction resulting in the seizure of over 66,000 pounds of cocaine in 2003. The U.S.-
Colombia Shipboarding Agreement allows the U.S. to exercise jurisdiction over CO flagged vessels
located outside the CO EEZ, if the U.S. has initiated an ongoing investigation. The GOC authorized all
64 requests for USCG boardings of claimed Colombian flagged vessels in 2003.

[Go to Coast Guard charts. ]
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U. S. Customs and Border Protection

The Department of Homeland Security, Customs & Border Protection (CBP) processes goods and
merchandise entering and exiting the United States. Inspectors, mail examiners and canine officers
intercept contraband, illicit goods, and unreported currency as it crossing our borders. Interdiction
efforts are targeted in order to minimize impact on legitimate trade by utilizing techniques of
selectivity to identify high-risk shipments for intensive examination. CBP has responded to the
nation’s terrorism priorities by developing strategic programs to increase port security. CBP is a
highly successful border control agency operating with a high level of efficiency and integrity. On the
average day, CBP examines 1.3 million arriving passengers, 410,000 arriving conveyances, seizes
$500,000 in currency and 2 tons of narcotics, arrests 65 fugitives or violators, while processing high
volumes of passengers and commercial merchandise. The State Department Bureau for International
Narcotics and Law Enforcement Affairs and CBP promote international cooperation through
interagency agreements providing training and assistance programs throughout the world. The
agreements enable CBP to deliver a variety of training, high tech tools, and management strategies for
combating transnational crime, thereby increasing success in international law enforcement.

International Training and Assistance
CBP conducted a number of programs in response to emerging priorities in 2002:

e CBP provided technical training and assistance in support of the International Law
Enforcement Academy (ILEA) programs currently operating in Bangkok, Budapest
and Gaborone. The mission of the ILEA is to promote social, political, and economic
stability by combating crime. To achieve this goal, ILEA provides high-quality
training and technical assistance, supports institution building and enforcement
capability and fosters improved relationships between American law enforcement
agencies and their counterparts in the region. ILEA encourages strong partnerships
among regional countries, to address common problems associated with criminal
activity. CBP has developed and conducted specialized training on topics which
include: International Controlled Deliveries and Drug Investigation conducted jointly
with DEA; Complex Financial Investigations conducted jointly with IRS; and
Intellectual Property Rights conducted with the FBI. CBP provided assistance for 15
ILEA programs.

e African Growth and Opportunity Act (AGOA) was formalized to provide training
and technical assistance to meet the requirements of provisions for textile
manufacturing and exportation. The preparations include development of textile visa
systems, implementation of measures to combat textile transshipment. The U.S. sent
survey and textile transshipment teams to AGOA countries to implement the Act.

In 2003 CBP officials conducted textile production and verification team (TPVT) training activities in
South Africa, Lesotho, Botswana, and Swaziland. A short-term advisory mission was conducted in
Botswana on September 22-24, 2003. In addition, CBP officials were deployed to six beneficiary
countries—Mauritius, Namibia, Senegal, Ghana, Uganda, and Cameroon—to conduct training needs
assessments. Based on the results of the assessments, CBP prescribed training and technical assistance
for these countries in classification, post-audit clearance and leadership (train-the-trainer). Training is
expected to follow, and additional training will be delivered to those countries that have recently
gained eligibility under AGO—Mauritania, Sierra Leone, and The Gambia.
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Industry Partnership Programs

Currently, CBP has three active Industry Partnership Programs (IPP) that are designed to deter and
prevent narcotics from being smuggled into the United States via commercial cargo and conveyances,
and to enlist the trade’s support in narcotics interdiction-related activities, both domestically and
abroad. The programs are:

e The Carrier Initiative Program (CIP), established in 1984, is a joint effort among air,
sea, and land, railroad carriers and CBP. There are over 4,100 carriers currently
participating in the CIP. The program encourages the carriers to improve their
security practices in striving to prevent narcotics from getting onboard their
conveyances.

e The Business Anti-Smuggling Coalition (BASC), initiated in March 1996, is a
business-led, CBP-supported alliance created to combat narcotics smuggling via
commercial trade. BASC was designed to complement and enhance the CIP program.
The idea behind BASC is to examine the entire process of manufacturing and
shipping merchandise from foreign countries to the United States. The program also
heightens business awareness about narcotics smuggling in the import and export
communities.

e The Americas Counter Smuggling Initiative (ACSI) is a priority undertaking,
established by CBP, to build upon the success of the CIP and BASC by strengthening
and expanding our counternarcotics security programs with industry and government
throughout Central and South America. Since January 1998, CBP has detailed
officers to assist businesses and government in developing security programs and
initiatives that safeguard legitimate shipments from being used to smuggle narcotics.
Target countries include Colombia, Costa Rica, Ecuador, Mexico, Panama, Peru, and
Venezuela.

Current Status

Port Security Initiatives

In response to increased threats of terrorism, CBP developed innovative programs that seek to identify
high-risk shipments to the United States before they reach our ports. Outlined are the Container
Security Initiative (CSI), the Customs-Trade Partnership Against Terrorism (C-TPAT), and Plan
Colombia.

Under the C-TPAT initiative, CBP is working with importers, carriers, brokers, and other industry
sectors to develop a seamless security-conscious environment throughout the entire commercial
process. By providing a forum in which the business community and CBP can exchange
counterterrorism ideas, concepts, and information, both the government and business community will
increase the security of the entire commercial process from manufacturing through transportation and
importation to ultimate distribution. This program underscores the importance of employing best
business practices and enhanced security measures to eliminate the trade’s vulnerability to terrorist
actions.

C-TPAT 1is a cooperative endeavor. The program calls upon the trade community to establish
procedures to enhance their existing security practices and those of their business partners involved in
the supply chain. Once these procedures are in effect, imports of C-TPAT members may qualify for
expedited CBP processing and reduced exams at ports of entry.
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Customs and Border Protection developed and implemented an initiative focusing on narcotics
interdiction efforts, combating the Black Market Peso Exchange, intelligence gathering, and bilateral
cooperative efforts between the governments of the U.S. and Colombia. In support of Plan Colombia,
CBP provided training and assistance focusing on integrity, border interdiction, trade fraud,
intelligence collection, industry partnership programs, and financial crimes issues in Colombia. In
addition, an Andean Regional Initiative was developed to counter the effects of Plan Colombia in the
Andean Region. During 2003, almost a million dollars of basic inspection tools, vehicles, and high-
tech equipment was donated to the Colombian National Police and to Colombian Customs.

Customs Mutual Assistance Agreements

CMAA negotiations are currently on-going with the Governments of Algeria, Kuwait, and Peru.
CMAAs provide for mutual assistance in the enforcement of custom-related laws, and U.S. Customs
utilizes these agreements to assist in evidence collection for criminal cases involving narcotics
smuggling and money laundering. U.S. courts have rules that evidence gathered via these executive
agreements is fully admissible in U.S. court cases.

Training in the U.S.

International Visitors Program (IVP). Visiting foreign officials consult with appropriate high level
managers in CBP Headquarters, and conduct on-site observational tours of selected ports and field
operations. The focus includes narcotics enforcement policies, port security issues, counterterrorism
programs and intelligence operations. The IVP was delivered to 879 participants for 209 programs to
benefit 146 countries during 2003.

Training in Host Countries

Overseas Enforcement Training. Program combines formal classroom training and field exercises
for border control personnel. The curriculum includes narcotics interdiction, identifying falsified travel
documents, targeting search techniques, WMD and hazardous materials identification in the border
environment. In 2002 the curriculum was updated to include an overview on the topic of
counterterrorism. The Program was delivered to 240 participants in 8 countries.

Short Term Advisory. Commits an on-site U.S. Customs expert to assist the host government
agencies with selected projects of institution building and improved interdiction capabilities. These
may focus on specific narcotics threats, port security, and counterproliferation of WMD. Advisors are
also fielded for strategic planning, commercial processing, investigations, automation and border/trade
facilitation. In FY2003, 35 short term advisors were fielded to 7 countries in Latin America.

Integrity/Anti-Corruption. Course is designed to promote professionalism and integrity within the
workforce of agencies particularly vulnerable to bribery and corruption. Focus is on integrity
awareness training and development of internal investigation organizations. The course was delivered
to 175 participants in 7 countries.

Canine Training (U.S.-Based). Designed to assist countries that export significant amounts of
narcotics to the U.S. to initiate and maintain a viable detector dog program. Canine training was
delivered to 2 canine teams for Guam and 1 Technical Trainer for Romania.

Looking Ahead

The Department of Homeland Security began operations in January 2003. CBP, with its tradition in
revenue collection and border protection, took its place with other agencies designated to combat
terrorism. The long-standing mission of CBP in providing security to its citizens through targeted
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examination and interdiction play a major role in the new organization. Port security functions
continue to be in the forefront focused on enforcement activities promoting domestic security and
fighting the threat of international terrorism.

In the year of 2004 border security will be strengthened through initiatives designed to examine
containerized cargo prior to lading aboard ships destined for the U.S. CBP international missions will
expand and emphasis will be placed on evaluating the effectiveness of our programs with objective
measurement techniques. Advisors, short- and long- term, will be fielded to assist countries to improve
operations to meet recognized international standards for security and reporting.
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Chemical Controls

Summary

The moving targets of chemical control—traffickers developing strategies to circumvent control
measures, and changes in drug usage patterns requiring greater emphasis on different chemicals—
remain constant challenges to chemical regulatory and law enforcement authorities. Traffickers have
continued to shift their procurement of the key cocaine and heroin chemicals, potassium permanganate
and acetic anhydride, to countries not participating in Operations Purple and Topaz, the multilateral
tracking operations designed to prevent diversion of these chemicals. The steady increase in synthetic
drug abuse, combined with the small quantities of chemicals required for their manufacture and the
many locations where it occurs, require a different approach from that for cocaine and heroin
chemicals. The international community is responding by urging expanded participation in Operations
Purple and Topaz, and moving forward with the implementation of Project Prism, the multilateral
initiative to control the chemicals and equipment necessary for synthetic drug manufacture.

Background

Chemicals are essential to the manufacture of narcotic drugs, either for the processing of coca and
opium into cocaine and heroin respectively, or as an integral component in the case of synthetic drugs.
Only marijuana, of all the major illicit drugs of abuse, is available as a natural, harvested product.

Chemical diversion control is a proactive and straightforward strategy to deny traffickers the
chemicals they must have. It involves the regulation of licit commerce in the chemicals most necessary
for drug manufacture to ensure that transactions are permitted to proceed only after the legitimate end-
uses of the chemicals involved have been established. This requires verifying that both the chemicals
and the quantities ordered are appropriate for the needs of the buyer. Chemical control is a cost-
effective strategy to prevent the manufacture of illicit drugs through the regulation of licit chemical
commerce.

Chemical control, as a strategy to prevent a crime, requires the examination of proposed commercial
chemical transactions, the bulk of which are legitimate, to identify and stop those liable to diversion to
illicit drug manufacture. Chemical producers and traders must provide transaction details to their
national authorities. In the case of export transactions, at least a portion of this information must be
shared with importing governments so they can ascertain the legitimacy of the proposed end-uses of
the chemicals. When transactions are denied, this information must be shared with third countries to
prevent traffickers from turning to alternative chemical source countries. To avoid hindering legitimate
commerce, the information exchange and the decision-making must be rapid.

Governments approach chemical control from different perspectives. Some consider it a health issue to
be handled by health ministries, with a primary interest in protecting public health. Others consider it a
trade issue to be handled by trade ministries/agencies with a bias towards promoting, not regulating
trade. If these ministries do not allow sufficient scope for regulatory and law enforcement measures in
support of chemical control, they may unwittingly undermine this effective counternarcotics strategy.
Trade ministries can also reinforce the reluctance of companies to provide information that needs to be
shared with other governments for fear that it will reach competitors. This concern is unfounded.
There is no evidence that the multilateral chemical information exchange now occurring is being
abused by governments or firms to gain competitive advantage.

The U.S. has found a combination of regulation and law enforcement to be the most effective
approach to chemical control. The regulatory component controls commerce in chemicals subject to
diversion, authorizing legitimate transactions and identifying diversion attempts. The law enforcement
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component provides the capability to apprehend criminals seeking to divert chemicals, and to track
back cases of successful diversion.

Chemicals used in drug manufacture are divided into two categories, precursor and essential
chemicals, although the term precursors is used to identify both. Precursor chemicals are used in the
manufacture of synthetic drugs and become part of the final product. They are sold commercially in
relatively small quantities. Essential chemicals are used in the refining of coca and opium into cocaine
and heroin. Although some remain in the final product, the basic raw material is the coca or opium.
Many essential chemicals required for illicit drug manufacture have extensive commercial
applications, are widely traded, and are available from numerous source countries.

All countries having commerce in precursor and essential chemicals—exporting, trading, transit, and
importing—must exchange information to prevent their diversion throughout the transaction chain and
to investigate successful diversions. The information exchange must include feedback from countries
receiving information, particularly importing countries, on actions they have taken in response to it.
The U.S. continues to seek implementation of effective multilateral mechanisms for this information
exchange.

Participation in multilateral chemical control mechanisms requires the promulgation of national
chemical control regimes, the regulatory structures to implement them, and the law enforcement
structures to enforce them. The national regimes must include provisions for the multilateral
information exchange, while respecting the legitimate commercial interests of the businesses involved.

International Framework for Chemical Control

The need for chemical control has been internationally recognized. Article 12 of the 1988 United
Nations Convention against Illicit Traffic in Narcotic Drugs and Psychotropic Substances (1988 UN
Drug Convention) establishes the obligation and international standards for parties to the Convention
to control their chemical commerce to prevent diversion to illicit drug manufacture, and to cooperate
with one another. The two tables of the Annex to the Convention list 23 chemicals as those most
necessary for drug manufacture and, therefore, subject to control. Signatories to the Convention accept
the obligation to enact national laws and regulations to carry out its provisions.

The Inter-American Drug Abuse Control Commission of the Organization of American States
(CICAD) has approved Model Regulations for the control of drug-related chemicals that set a high
standard for government action. The Model Regulations cover all the chemicals included in the 1988
UN Drug Convention. Many Latin American countries have adopted chemical control laws and
regulations based on the CICAD Model Regulations.

The European Union has two chemical control regulations binding on all member states. The first,
issued in 1990, meets the chemical control provisions of the 1988 UN Drug Convention. The second,
issued in 1992, expanded the first to incorporate the more comprehensive recommendations contained
in the 1991 G-7 Chemical Action Task Force Report. The regulations have been updated to better deal
with the problem of synthetic drug chemicals.

The 1988 UN Drug Convention, national legislation and regulations provide the framework for
chemical control. They do not provide the mechanisms for the multilateral information exchange
required for their successful implementation. The United States and other governments use the annual
meetings of the UN Commission on Narcotic Drugs (CND) to forge agreement on information
exchange mechanisms and to highlight emerging chemical control concerns.

The CND is also used to focus international attention on the use by traffickers of substitute chemicals
in place of those controlled under the 1988 UN Drug Convention, particularly in the manufacture of
synthetic drugs. In 1996, the United States introduced a resolution which was adopted by the CND
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requesting the UN International Narcotics Control Board (INCB), with the UN International Drug
Control Program, to establish a limited international special surveillance list of chemicals not included
in the Convention for which substantial evidence exists of their use in illicit drug manufacture. In
1998, the INCB, drawing on contributions of different governments, established the list to alert
governments to the chemicals.

The June 1998 “United Nations General Assembly Special Session Devoted to Countering the World
Drug Problem Together” (UNGASS) was an important vehicle for promoting chemical control. Two
of the five action plans adopted by the Special Session—those dealing with amphetamine-type
stimulants and their precursors and the control of precursors—were directly connected to chemical
control. In April 2003, CND members reviewed progress in achieving the ten-year goals and
objectives established by the UNGASS and reaffirmed their commitment to meeting them.

The U.S. has a chemical control agreement with the European Union, signed on May 28, 1997. It is
particularly valuable in that it involves a 15-Member State organization representing some of the
world's largest chemical manufacturing and trading nations. It also importantly provides for the
exchange of information on chemical transactions with third countries.

Informal, voluntary operations targeting specific chemicals or classes of chemicals are proving
invaluable in facilitating implementation of the Convention and agreements. They allow countries to
exchange information in support of chemical control operations to the extent permitted by their
commercial laws and practices. Operation Purple tracks trade in potassium permanganate, a key
cocaine essential chemical, and Operation Topaz tracks trade in acetic anhydride, a key heroin
essential chemical. By focusing on “choke point” chemicals, these operations allow authorities to
concentrate resources on denying traffickers chemicals that are difficult to substitute in the drug
production process without adverse impacts on product quality and the expense and ease of their
manufacture. The INCB is now organizing a project, Project Prism, concentrating on stricter tracking
of trade in the chemicals and equipment required to manufacture synthetic drugs.

How Traffickers Obtain Chemicals

Chemicals are traded in vast quantities from multiple sources, both domestically and internationally,
offering many opportunities for their diversion to illicit drug manufacture. In a few cases, traffickers
will manufacture chemicals, when diversion is successfully curbed through effective enforcement.
Traffickers in the U.S. are increasingly extracting ephedrine and pseudoephedrine from non-
prescription, over-the-counter medications for use in amphetamine and methamphetamine
manufacture. The following are some of the more common diversion and other methods used to obtain
chemicals:

e Chemicals are diverted from domestic chemical production to illicit in-country drug
manufacture. This requires the domestic capacity to manufacture the needed
chemicals, coupled with poor domestic controls on them.

o Chemicals are imported legally into drug-producing countries with official import
permits and subsequently diverted. The failure of importing countries adequately to
investigate legitimate end-use before issuing import permits, and the acceptance by
exporting countries of import permits as sufficient proof of legitimate end-use
without any effort at independent verification, make this possible.

e Chemicals are manufactured in or imported by one country, diverted from domestic
commerce, and smuggled into neighboring drug-producing countries. Inadequate
internal and import controls and weak border security make this type of diversion
possible.
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e Chemicals are mislabeled throughout a transaction as non-controlled chemicals. In
this case, the diversion takes place at the manufacturer or distributor level. Poor
controls that permit the initial diversion, coupled with the inability of enforcement
officials to determine the true nature of the chemicals, permit this form of diversion.

e Chemicals are shipped to countries or regions where no systems exist for their
control. This occurs because some chemical source countries do not insist that
exports of controlled chemicals be only to countries that have in place viable,
countrywide regulatory systems.

e New drugs (“designer drugs”) are developed that have physical and psychological
effects similar to controlled drugs, but which can be manufactured with non-
controlled chemicals.

o Traffickers manufacture the controlled chemicals they require from unregulated raw
materials, a costly and difficult process.

e Traffickers extract chemicals, particularly ephedrine and pseudoephedrine, from
pharmaceutical preparations available without prescription or other controls.

These tactics are masked by the use of front companies, false invoicing, multiple transshipments, use
of free trade zones, and any other device that will conceal the true nature of the product, its ultimate
recipient or its final end-use.

There is some recycling of the solvents used in illicit drug manufacture; recycling cannot be used for
acids, alkaline materials or oxidizing agents. Since recycling requires some sophistication, and there is
a loss of chemical with each recycling process, it is not a preferred method for unsophisticated heroin
and cocaine laboratories. The precursor chemicals used in the manufacture of synthetic drugs such as
methamphetamine and ecstasy cannot be recycled.

2003 Chemical Diversion Control Trends and Initiatives

The danger posed by amphetamine-type stimulants (ATS) became even more apparent in 2003. A
major study on ecstasy and amphetamines released in 2003 by the UN Office of Drugs and Crime
noted that from the 1995-97 period to the 2000-01 period the number of amphetamine and
methamphetamine users increased by 40 percent and the number of ecstasy users increased 70 percent.
For the same periods the estimated number of cannabis and heroin users increased by about 15 and 5
percent respectively, while the number of cocaine users remained basically stable.

The same study noted that the greatest cost in ATS manufacture is the chemicals required, because
they must be obtained through diversion and smuggling. In recognition of this, the international
community, with the INCB in the lead, is moving forward with the design and implementation of
Project Prism, a voluntary, multilateral initiative started in 2003 to track and prevent the diversion and
trafficking of ATS chemicals and the equipment required for ATS manufacture. The major
participants in Project Prism are China, the Netherlands, South Africa, the U.S., the European
Commission, the International Criminal Police Organization (ICPO-Interpol), the World Customs
Organization, and the INCB Secretariat.

ATS chemicals present a different and a more difficult target than cocaine and heroin chemicals.
Cocaine and heroin are dependent on coca and opium as their basic raw materials. Both are grown in
relatively restricted areas, primarily Colombia and other Andean Region countries, and Afghanistan
and Burma. Their manufacture usually takes place near the source of the coca or opium and requires
large quantities of chemicals.
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ATS manufacture does not have these constraints. It requires no plant raw materials and can be
accomplished in small labs wherever the chemicals are available. Furthermore the quantities of
chemicals required are smaller (1.5 kilograms of ephedrine and other chemicals can produce 1
kilogram of amphetamine, or approximately 30,000 street doses). This highlights one of the most
serious emerging problems, the extraction of sufficient ephedrine and pseudoephedrine from non-
prescription medications to manufacture significant quantities of ATS. In previous years,
pharmaceuticals from Canada, manufactured from large pseudoephedrine imports, supplied many U.S.
ATS labs. However, in 2003, Canada significantly tightened controls on pseudoephedrine imports and
Mexico is becoming a major supplier.

The major source countries for potassium permanganate and acetic anhydride participate in Operations
Purple and Topaz designed to stem their diversion. However, traffickers continue to evade the reach of
these initiatives by turning to non-participating countries to obtain these key cocaine and heroin
chemicals. Many of these countries lack the legal, administrative, and law enforcement infrastructure
to control the chemicals. Central Asian countries bordering Afghanistan are particularly worrisome in
this regard as Afghanistan regains its position as the world largest opium producer, with about 75
percent of the global production.

The Road Ahead

The value of chemical control as an essential component of an overall counternarcotics strategy has
been accepted, and the international obligation for governments to establish and implement chemical
control regimes has been established. Furthermore, multilateral procedures for controlling the most
important precursor and essential chemicals have been developed. The objective now is to make this
package work more effectively. The most pressing elements are improving information exchange,
expanding participation in existing operations, stemming the flow of heroin chemicals to Afghanistan,
and addressing the problem created by traffickers using non-prescription drugs as a source of ATS
chemicals.

Multilateral information exchange is the key to effective chemical control, and progress has been made
in expanding the flow of information between national chemical regulatory and enforcement agencies,
but more needs to be done. The misconception that exchanging commercial information in regulatory
and law enforcement channels can compromise it and cause commercial disadvantage needs to be
dispelled. As this happens, information on proposed transactions can be more widely shared, beyond
the bilateral exchange between exporter and importer, thereby expanding the intelligence available to
identify suspect transactions, and preventing traffickers from shopping among potential suppliers until
they find one unaware of their male fides.

The two-way nature of information exchange needs to be improved. Currently, in too many cases
exporting countries are not receiving replies to pre-export notifications sent to importing countries.
The purpose of the pre-export notification is to enable to importing country authorities to verify the
legitimacy of the transaction and reply to the exporting country, approving or denying the transaction.
The system breaks down without replies, allowing shipments to proceed without verification and
leading to a situation where exporting countries no longer bother with pre-export notifications.

More countries need to be enlisted into existing chemical information exchange mechanisms,
Operations Purple and Topaz and Project Prism. Traffickers are avoiding their impact by obtaining
chemicals from non-participating countries that make their decisions to authorize exports without the
benefit of the information the operations provide.

The internal situation in Afghanistan with regard to drugs, as evidenced by the rapid resumption of
opium poppy cultivation, indicates a limited capability to control chemicals. Therefore, efforts to deny
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Afghan traffickers heroin essential chemicals need to concentrate on neighboring chemical transit
countries. This is particularly true of Central Asian countries. However, because these countries also
suffer from chemical control infrastructure shortfalls, and they do not manufacture key chemicals,
control efforts should also focus on determining the original source countries and urging them to
control better their exports to the region. By ensuring the legitimacy of transactions to neighboring
countries, they can help preclude the diversion and smuggling of chemicals into Afghanistan from its
neighbors.

The problem of traffickers extracting ATS precursor chemicals for non-prescription pharmaceuticals is
most serious in the United States. Sales of many of the same preparations are controlled in some, but
not all other countries. Furthermore, the 1988 UN Drug Convention has been generally interpreted to
exclude pharmaceutical preparations from its requirements. This makes developing an international
consensus in support of better controls difficult. However, there are things that can be done. Mindful
of the extraction of precursor chemicals from pharmaceutical products, countries can be urged to apply
the full provisions of article 12 of the 1988 UN Convention to monitor exports of pharmaceutical
preparations containing ATS precursor chemicals. Moreover, governments can urge manufacturers to
develop formulations of these pharmaceuticals that make it more difficult to extract ATS precursor
chemicals.

These issues will be the major themes in our policy dialogue with our international partners in
chemical control, starting with the March 2004 UN Commission on Narcotic Drugs and will be
included in our regular bilateral contacts.
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Major Chemical Source Countries

The countries included in this section are those with large chemical manufacturing or trading
industries that have significant trade with drug-producing regions, and those countries with significant
chemical commerce susceptible to diversion domestically and smuggling into neighboring drug-
producing countries. Designation as a major chemical source country does not indicate a country lacks
adequate chemical control legislation and the ability to enforce it. Rather, it recognizes that the volume
of chemical trade with drug-producing regions, or proximity to them, makes these countries the
sources of the greatest quantities of chemicals liable to diversion. The United States, with its large
chemical industry and extensive trade with drug-producing regions, is included in the list.

Many other countries manufacture and trade in precursor chemicals, but not on the same scale, or with
the broad range of precursor chemicals, as the countries in this section. These designations are
reviewed annually.

Article 12 of the 1988 UN Drug Convention is the international standard for national chemical control
regimes and for international cooperation in their implementation. The annex to the Convention lists
the 23 chemicals most essential to illicit drug manufacture. The Convention includes provisions for the
Parties to maintain records on transactions involving these chemicals, and to provide for their seizure
if there is sufficient evidence that they are intended for illicit drug manufacture.

The Americas

Argentina

Argentina has a well-developed chemical industry that manufactures chemicals necessary for
cocaine processing. Many of these are liable to smuggling into neighboring Bolivia. Argentina
is a party to the 1988 UN Drug Convention, and has laws meeting the Convention’s
requirements for record keeping, import and export licensing, and the authority to suspend
shipments. Presidential decrees have placed controls on precursor and essential chemicals,
requiring that all manufacturers, importers or exporters, transporters, and distributors of these
chemicals be registered with Secretariat for the Prevention of Drug Addiction and Narcotics
Trafficking (SEDRONAR).

During 2003, Argentina took positive steps to improve its chemical control system. Some of
these steps included revamping the National Chemical Registry, the adoption of the UN-
designed National Data System and the installation of a 24-hour chemical help line to assist
law enforcement agencies in the field. Starting in April 2002, SEDRONAR implemented a fee
for services system that allowed it to obtain funds to modernize its technological
infrastructure. Additional personnel have been hired to analyze information submitted by
registrants to identify rogue companies. Inspections conducted in 2003 resulted in at least
eight civil actions and several criminal referrals to the Argentine Prosecutors Office.

Investigations and seizures of suspicious shipments, especially in the northern border area,
have also become an increasingly important element of Argentine counternarcotics efforts.
From November 2002 to October 2003, law enforcement authorities in the northern border
area seized more than 401 metric tons of chemicals.

Despite these achievements, Argentina needs to enhance its legal provisions to provide a real
deterrent to chemical diverters. The current chemical control legislation does not appropriately
address civil and criminal sanctions against firms and/or individuals who violate the
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established chemical control regulations. Existing legislation only sanctions violations that are
carried out within 100 kilometers of the northern border.

Argentina is a participant in Operation Topaz and Operation Seis Fronteras. Argentine
authorities willingly shares chemical control information with U.S. authorities.

Brazil

Brazil is a party to the 1988 UN Drug Convention. It has South America’s largest chemical
industry, and also imports significant quantities of chemicals to meet its industrial needs.

Brazilian law requires registration with the Federal Narcotics Police of all producers,
transporters and distributors of precursor chemicals. The chemical section of the Drug
Enforcement Division of the Federal Police has the authority to add or delete chemicals to the
list of chemicals under control. New regulations effective in February 2003 increased the
number of controlled chemicals to 146. Any person or company that is involved in the
purchase, transportation, or use of these chemicals must have a certificate of approval of
operation, real estate registry and other documents issued by the Federal Police. Companies
are required to keep records and submit audits and reports on a monthly basis.

The Federal Police have organized precursor chemical training and initiated interdictions
targeting controlled chemicals. These have included cyclical audits and investigations of
Brazilian chemical firms.

Brazil borders the three major cocaine-producing countries, Colombia, Peru and Bolivia,
making Brazilian chemicals liable for diversion from the domestic market and smuggling
across remote borders into these countries. There are indications of cocaine labs on Brazilian
territory for processing coca and partially processed cocaine smuggled from these countries
into cocaine HCL, using domestically diverted chemicals.

Brazil participates in international initiatives targeting chemical diversion, such as Operations
Purple and Topaz, and the new Project Prism. It also participates in Operation Seis Fronteras,
a regional exercise involving Argentina, Brazil, Colombia, Ecuador, Peru, Venezuela, and
DEA to concentrate counternarcotics law enforcement efforts on chemical control. Brazil
hosted a meeting of the OAS-CICAD experts group on precursor chemicals in August 2003.

Brazil has established procedures under which records of transactions in precursor and
essential chemicals can be made available to other countries’ law enforcement authorities. The
1995 bilateral U.S./Brazil Counternarcotics Agreement provides the formal basis for
information sharing with U.S. authorities. DEA has a Diversion Investigator assigned to its
Brasilia office.

Canada

Canada is a transit and producer country for precursor chemicals and over-the-counter drugs
used to produce synthetic drugs, particularly methamphetamine. The chemical most widely
used for this purpose is pseudoephedrine, a regulated chemical on Table 1 of the 1988 UN
Drug Convention. Other precursor chemicals available in Canada that are used in synthetic
drugs manufacture include sassafras oil, piperponal and gamma butyrolactone. Canada is a
party to the 1988 UN Drug Convention.

Until 2003, Canada had not effectively controlled imports of pseudoephedrine, with the result
that legal imports increased, primarily from China, India and Germany. Significant amounts of
these imports were smuggled into the U.S., either in bulk, or in tablet form as an
antihistamine, for use in U.S. methamphetamine labs. This changed on January 9, 2003, when
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new Canadian regulations brought the strengthened chemical control provisions of the
Controlled Drug and Substances Act into force. The new regulations provide for control of the
23 chemicals listed in the 1988 UN Drug Convention, and for the proper licensing of
companies in order to import, export, produce, or distribute controlled chemicals. The agency
with primary responsibility for implementing the new regulations is Health Canada, but lead
enforcement responsibility lies with the Royal Canadian Mounted Police. At the request of
Health Canada, in early 2003 DEA sent a Diversion Investigator and a Program Analyst to
advise on U.S. experience in implementing chemical controls. Cooperation on regulatory
matters between DEA and Health Canada is very good and ongoing. Canada is participating in
Project Prism.

Law enforcement cooperation is excellent, and includes information sharing. In April 2003,
DEA and the RCMP announced the arrest of 65 individuals in ten cities throughout the U.S.
and Canada. The investigation, dubbed Operation Northern Star, targeted the entire
methamphetamine trafficking process, including the suppliers of precursor chemicals,
transporters, manufacturers, distributors, and money launderers. The 34,000 pounds of
pseudoephedrine seized could have produced approximately 20,000 pounds of
methamphetamine.

Mexico

Mexico has major chemical manufacturing and trading industries that produce, import or
export most of the chemicals necessary for illicit drug manufacture. The country is a party to
the 1988 UN Convention and has laws and regulations meeting its chemical provisions.

During 2003, Mexico took significant steps towards improving the regulatory component of
its chemical control program. Changes and improvements included implementation of a UN-
designed National Data System and the creation of a regulatory inspections group. This has
enabled Mexico to respond to pre-export notifications it receives and to issue its own in a
timely manner. Additionally, unannounced inspections of chemical firms are being conducted
on a regular basis. As a result of these inspections, Mexican authorities have taken civil and
administrative actions against several firms and have referred matters for criminal
investigation.

In addition, the Federal Investigative Agency has created a Chemical Sensitive Investigative
Unit and assigned one of its members to investigate chemical and pharmaceutical diversion.
Mexico is a good example of the growing problem, whereby traffickers exploit non-
prescription pharmaceuticals containing easily extractable pseudoephedrine as a source of this
precursor for methamphetamine manufacture. Elements of the new investigative unit collect
and analyze information on past shipments from the Far East to determine common links and
use this information to identify those responsible for illegal shipments. International
information sharing resulted in the identification of 75 illicit shipments of pseudoephedrine
products to bogus firms in Mexico, totaling over 420 million 60 mg tablets. From September
2003 until year’s end, four controlled deliveries, conducted in coordination with DEA,
resulted in the seizure of four pseudoephedrine shipments originating in Hong Kong totaling
12.6 million tablets and the closure of a customs broker.

Mexico has recently taken steps towards more vigorous enforcement of criminal chemical
diversion cases. A streamlined system of referrals, together with the designation of
prosecutors to focus on these cases should help. In January 2004, U.S. prosecutors and law
enforcement agents conducted a workshop for Mexican chemical prosecutors; this was the
first workshop of its kind.
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Mexico is an active participant in Operations Purple and Topaz, and Project Prism. The U.S.-
Mexico bilateral chemical control working group is the formal vehicle for information sharing
and coordination on chemical control. It met once in 2003. Information is exchanged more
regularly in the course of normal operational cooperation. DEA has two Diversion
Investigators assigned to it Mexico City office.

The United States

The United States manufactures and/or trades in all 23 chemicals listed in the Annex to the
1988 UN Drug Convention. It is a party to the Convention and has laws and regulations
meeting its chemical control provisions.

The basic U.S. chemical control law is the Chemical Diversion and Trafficking Act of 1988.
This law and three subsequent chemical control amendments were all designed as
amendments to U.S. controlled substances laws, rather than stand-alone legislation, and are
administered by the Drug Enforcement Administration (DEA). In addition to registration and
record keeping requirements, the legislation requires traders to file import/export declarations
at least 15 days prior to shipment of regulated chemicals. DEA uses the 15-day period to
determine if the consignee has a legitimate need for the chemical. Chemical diversion
investigators are assigned to DEA offices in 10 key countries and one at INTERPOL to assist
in determining legitimate end-use. In other countries, DEA agents perform this task. The
diversion investigators and agents work closely with host country officials in this process. If
legitimate end-use cannot be determined, the legislation gives DEA the authority to stop
shipments. U.S. Customs and Border Protection provides important assistance in this area.

The legislation also requires chemical traders to report to DEA suspicious transactions such as
those involving extraordinary quantities, unusual methods of payment, etc. Close cooperation
has developed between the U.S. chemical industry and DEA in the course of implementing the
legislation.

The U.S. aggressively investigates cases of suspected chemical diversion, especially to illicit
methamphetamine labs, and applies the whole gamut of criminal, civil and administrative
sanctions to violators. Criminal penalties for chemical diversion are strict; they are tied to the
quantities of drugs that could have been produced with the diverted chemicals.

The U.S. has had a leadership role in the design, promotion and implementation of cooperative
multilateral chemical control initiatives. It co-chairs the steering committee for Operations
Purple; it is on the steering committee for Operation Topaz and the task force coordinating
Project Prism. It also has established close operational cooperation with counterparts in major
chemical manufacturing and trading countries. This cooperation includes information
exchange in support of chemical control programs and in the investigations of diversion
attempts.

Asia

China

With a large and developed chemical industry, China is major producer of chemicals required
for illicit drug manufacturer. It is a major producer of acetic anhydride, potassium
permanganate, ephedrine, and pseudoephedrine, all chemicals on table 1 of the 1988 UN Drug
Convention. The country is a party to the 1988 UN Drug Convention and has regulations for
record keeping and import/export controls on the 23 chemicals included in it. Several
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provinces, including Yunnan (which shares a border with Burma), have more stringent
controls than called for in the convention.

The Chinese Public Security Bureau maintains a small chemical control unit in Beijing to
investigate chemical diversion and to verify the legitimacy of chemical handlers and
transactions. In the provinces, provincial police only address controlled chemicals when they
are discovered at a clandestine laboratory. China also requests “letters of no objection” from
importing countries prior to authorizing exports of methamphetamine precursor chemicals.

Despite the adequate legislation, China remains a significant source country for chemicals
diverted worldwide for the illicit production of cocaine, heroin, methamphetamine, and
ecstasy. The country lacks the infrastructure to monitor adequately its large chemical
production capacity and its international trade in chemicals.

In 2003, Chinese authorities claim to have made significant progress in controlling precursor
chemicals. The Executive Director of the National Narcotics Control Commission has
emphasized the need to prevent the supply of chemicals to the drug producing countries of the
“Golden Triangle.” In 2002, the latest year for which figures are available, 28 illicit shipments
involving 2288 tons of chemicals were stopped.

U.S. and Chinese cooperation in chemical control is good, within the limits of Chinese
capabilities. China is a participant in Operations Purple and Topaz, and Project Prism.
Information is exchanged through these operations in the course of normal counternarcotics
cooperation. DEA has Diversion Investigators assigned to its Beijing and Hong Kong offices.

India

India’s large and fairly advanced chemical industry manufactures a wide variety of chemicals,
including ephedrine, pseudoephedrine and acetic anhydride, sought for amphetamine,
methamphetamine and heroin manufacture in Burma and heroin manufacture in Afghanistan.
There is also evidence that some acetic anhydride is being diverted to domestic heroin
manufacture.

India is a party to the 1988 UN Drug Convention, but it does not have controls on all the
chemicals listed in the Convention. There are controls on the Indian-produced chemicals most
likely to be diverted, ephedrine, pseudoephedrine, acetic anhydride, and N-acetylanthranilic
acid, chemicals listed in the convention. Indian law allows the government to place other
chemicals under control. The list is reviewed and updated annually. In February 2003, the
government added anthranilic acid to the list of controlled chemicals, since it has been found
in the manufacture of methaqualone (Mandrax).

The Indian Chemical Manufacturing Association, in cooperation with the government, has
implemented strict controls on acetic anhydride. Chemical manufacturers visit customers to
verify the legitimacy of their requirements, and shipments are monitored to prevent diversion.
Domestic and export sales of acetic anhydride require a letter of no objection from the
government.

Indian authorities are very cooperative with the U.S. on letters of no objection and verification
of end-users, especially with regard to ephedrine and pseudoephedrine. Information is shared
between Indian and U.S. authorities and India is a participant in Operations Purple and Topaz
and Project Prism. India co-chairs the steering committee for Operation Topaz.

DEA has a Diversion Investigator assigned to its New Delhi office.
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Europe

Chemical diversion control within the European Union (EU) is regulated by EU regulations binding on
all Member States. These regulations meet the chemical control provisions of the 1988 UN Drug
Convention and the more comprehensive recommendations contained in the 1991 G-7 Chemical
Action Task Force Report. The EU regulations are updated to meet emerging drug threats, such a
synthetic and designer drugs. The regulations include provisions for record keeping on transactions in
the chemicals listed in the Convention, require a system of permits or declarations for exports and
imports of regulated chemicals, and authorize governments to suspend chemical shipments. EU
member states implement the regulations through national laws and regulations.

The EU regulations govern the regulatory aspects of chemical diversion control. Member States are
responsible for the criminal aspects, investigating and prosecuting violators of the national laws and
regulations implementing the EU regulations.

The U.S.-EU Chemical Control Agreement, signed May 28, 1997, is the formal basis for U.S. and EU
Member State cooperation in chemical control. The agreement calls for annual meetings of a Joint
Chemical Working Group to review implementation of the agreement and to coordinate positions in
other areas. The annual meeting has been particularly useful in coordinating national or joint
initiatives such as resolutions at the annual UN Commission on Narcotic Drugs.

Bilateral chemical control cooperation is also good between the U.S. and EU Member States, and
many are participating in and actively supporting voluntary initiatives such as Operations Purple and
Topaz, and the new Project Prism.

Germany and the Netherlands, with large chemical manufacturing or trading sectors and significant
trade with drug-producing areas, are considered the major European chemical source countries. Other
European countries have important chemical industries, but the level of chemical trade with drug-
producing areas is not as large and broad-scale as these countries.

Germany

Germany’s large chemical industry manufactures and sells most of the precursor and essential
chemicals used in illicit drug manufacture, making it a target for traffickers seeking chemicals.
In recognition of this, precursor control as a preventive measure is a major focus in combating
drug crime in Germany. The country is a party to the 1988 UN Drug Convention and has
chemical control laws and regulations, based on the EU regulations, meeting the Convention’s
requirements. The federal Precursor Control Act criminalizes the diversion of controlled
chemicals for the illicit manufacture of drugs. The 1994 code was amended in 2002, and a
regulation for criminalizing violations of the EU chemical regulations was adopted.

The country has an effective and well-respected chemical control program that monitors the
chemical industry, as well as chemical imports and exports. Cooperation between chemical
control officials and the chemical industry is a key element in Germany’s chemical control
strategy. The Federal Police and German Customs have a very active Joint Precursor
Chemical Unit, based in Wiesbaden, devoted exclusively to chemical diversion investigations.

Germany has been in the forefront of international cooperation in chemical control. It
developed and promoted the concept that led to Operation Purple and co-chairs its Steering
Committee. Germany was one of the leaders in the organization of Operation Topaz and is
now actively participating in its operation. It actively supports the new Project Prism.

German chemical control officials and DEA counterparts maintain a close working
relationship. A senior DEA Diversion Investigator in DEA’s Frankfurt Resident Office
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cooperates closely with the Joint Precursor Chemical unit, working on chemical issues of
concern to both countries. This arrangement allows for the real-time exchange of information.
German and U.S. delegations regularly support joint positions on chemical control in
multilateral meetings such as the Commission on Narcotic Drugs.

The Netherlands

The Netherlands is a major chemical manufacturing and trading country. There are large
chemical storage facilities, and Rotterdam is the world’s busiest port. These combine to make
the country attractive to criminals seeking chemicals for illicit drug manufacture.

The Netherlands is a party to the 1988 UN Drug Convention and has legislation meeting its
chemical control requirements and the EU regulations. The 1995 Act to Prevent Abuse of
Controlled Substances provides for prison sentences (maximum of six years), and fines (up to
$50,000), or asset seizures for chemical diversion offenses. The Fiscal Information and
Investigative Service and the Economic Control Service oversee implementation of the law.

Large quantities of ecstasy are manufactured in the Netherlands, and the government has
become pro-active in meeting this threat. It is taking a lead role in the development of Project
Prism, a multilateral initiative to control better the chemicals and equipment required for
synthetic drugs manufacture, and in raising awareness of the adverse health and social
consequences of their abuse. In October 2003, the government hosted the “International
Synthetic Drugs Enforcement Conference” (Syndec), with participation from all major
Western European, North American and many Latin American countries. Enforcement efforts
are also being stepped up. A July 8, 2003 government report to parliament reported an
increased in the number of ecstasy labs seized in 2001 to 2002 of 35 to 43, and in the number
of pills confiscated from 3.6 million to 6 million.

The government has concluded that many of the important precursor chemicals used in local
ecstasy manufacture come from China. It is providing administrative data on precursor
seizures to the International Narcotics Control Board and exporting countries (mostly China).
In view of the human rights situation in China, the Netherlands will not enter into a mutual
legal assistance treaty. However, in October 2003, the government proposed a Memorandum
of Understanding formalizing the existing information exchange, and providing for feedback
from the Chinese on actions taken in response to the information being provided. No response
has yet been received.

The Dutch continue to work closely with the U.S. on precursor controls and investigations.
This cooperation includes formal and informal arrangements for information exchange. U.S.
and Dutch authorities cooperate closely in multilateral operational initiatives and in
international meetings such as the Commission on Narcotic Drugs.
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Major Drug Countries

Drug manufacture requires significant quantities of chemicals. Most major illicit drug manufacturing
countries do not produce all the required chemicals, and traffickers must meet their chemical
requirements from external sources. This section summarizes the sources of chemicals used in major
drug manufacturing countries and their initiatives to control these chemicals.

Asia

Afghanistan

International and U.S. surveys indicate that in 2003 Afghanistan again produced three-quarters
of the world’s illicit opium. An increasingly large portion of the raw opium crop is being
processed to some extent in country. There are labs in Afghanistan capable of processing
opiates in all forms, from morphine base to fully refined white heroin.

With no domestic chemical industry, the chemicals required for heroin processing must come
from abroad. The principal sources have been Europe, the Central Asian States and India.
They are smuggled through the Central Asian States, the Persian Gulf and Pakistan, after
being diverted elsewhere.

Afghanistan is a party to the 1988 UN Drug Convention and it has joined Operation Topaz,
directed at controlling the heroin chemical acetic anhydride. However, it lacks the legal,
regulatory and enforcement infrastructure to comply with the Convention’s chemical control
provisions, or to actively participate in Operation Topaz. Until the infrastructure is developed,
Afghanistan will require regional cooperation to prevent the transit of chemicals for
smuggling into the country.

Burma

Burma remains the primary source of ATS in Asia, producing hundreds of millions of tablets
annually, and is the world’s second largest illicit opium producer, but cultivation is
decreasing. Burma does not have a chemical industry and the chemicals required for ATS
manufacture and the processing of opium into heroin are primarily produced in India, China
and Thailand.

Although a party to the 1988 UN Drug Convention, Burma does not have laws and regulations
to meet its chemical control provisions. In 2002, the Ministry of Health issued notification
No.1/2002 identifying 25 substances as precursor chemicals and prohibiting their import, sale
or use in Burma. Seizures of key precursor chemicals declined during the first ten months of
2003. Ephedrine seizures, an ATS precursor, were 266 kilos and acetic anhydride seizures, a
heroin chemical, were 2,540 liters. In 2002, the totals were 3,922 kilos of ephedrine and
12,318 liters of acetic anhydride.

Burma has been active in regional chemical control initiatives. In January 2003, it hosted a
chemical control meeting with India, China and the UN Office of Drugs and Crime, and in
July 2003 with India, China, Thailand, and Laos. Burma also participated in a chemical
control meeting in Thailand that included India, China and Laos. The five countries agreed on
cross-border cooperation to stop the flow of precursors chemicals among the countries of the
Mekong river sub-region. Burma is a participant, although largely inactive, in Operation
Topaz.
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Latin America

Bolivia

Bolivia is not a major producer of precursor chemicals, virtually all such chemicals are
smuggled in from neighboring countries. One of the continuing focuses of Bolivian
counternarcotics policy is the interception of smuggled chemicals and the detection and
destruction of the organizations that smuggle chemicals into Bolivia.

Bolivia has an increasingly effective chemical interdiction program led by the Special Group
for Investigations of Chemical Substances (GISUQ), an elite group within the Bolivian
counternarcotics police. The historically weak Bolivian Directorate of Controlled Substances
(DGSC), a civilian agency, is responsible for registering and tracking industrial chemicals,
including drug precursors. Although GISUQ has succeeded in making precursor chemicals
more difficult and expensive to obtain, Bolivian traffickers have been able to adapt by
substituting inferior chemicals and recycling—the purity of Bolivian cocaine base has actually
improved in recent years (a study of 108 samples taken in the Chapare in 2001 and 2002
showed an average purity level of 74 percent). GISUQ has revised its strategy to focus more
aggressively and exclusively on sulfuric acid and sodium bicarbonate, which are difficult to
substitute in Bolivia.

In 2003, GISUQ showed impressive gains, having increased seizures of solid precursors by
384 percent and liquid precursors by 127 percent over the same period in 2002. GISUQ is
pressing DGSC to improve information sharing and tracking of key precursors. There is a
proposal for GISUQ to assume control of DSCG’s inspection function.

Bolivia is a party to the 1988 UN Drug Convention, and has the legal framework for
implementing its chemical control provisions. Bolivia participates in voluntary multilateral
chemical control initiatives such as Operation Purple and Operation Seis Fronteras, and
cooperates closely with U.S. officials. DEA has a Diversion Investigator assigned to its La Paz
office.

Colombia

The chemicals required for Colombia to maintain its position as the world’s largest producer
of cocaine and an important producer of heroin are primarily imported into the country with
valid import licenses and subsequently diverted. Lesser amounts are smuggled in from
neighboring countries, Brazil, Ecuador and Venezuela.

Colombia is a party to the 1988 UN Drug Convention and has chemical control laws meeting
or exceeding its requirements. The National Police Anti-Narcotics Chemicals Regulatory
Units conduct inspections and criminal investigations of registered chemical companies, and
the units also work with the Direccion Nacional de Estupefacientes to conduct operations
targeting chemical companies authorized to handle the key cocaine and heroin precursors,
potassium permanganate and acetic anhydride, in order to determine their legitimate industrial
needs.

A major problem in Colombian chemical control continues to be the system for issuing import
permits. They are not reliable proof that the legitimate end-use for the chemicals has been
verified prior to issuance. The permits are also issued for lengthy periods of time, rather than
on a shipment-by-shipment basis. This has resulted in numerous cases of diversion in which
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the Colombian importer had a valid import permit, and the diversion was accomplished after
the legal importation.

Colombia participates in Operations Purple and Topaz, and Operation Seis Fronteras. DEA
has a Diversion Investigator assigned to its Bogota office.

Peru

Peru produces some of the chemicals required for cocaine processing and imports the
remainder. Many tons of these are diverted from legitimate use, and other chemicals are
smuggled in, usually via rivers from Brazil and Colombia. The Peruvian National Police
(PNP) proactively cooperate with neighboring countries and the U.S. to conduct regional
chemical control operations. In 2003, the PNP seized over 900 metric tons of illicit chemicals.

Peru is a party to the 1988 UN Drug Convention and has laws meeting its chemical control
provisions.

U.S. and Peruvian authorities cooperate closely in chemical control. With U.S. assistance, a
precursor chemical assessment was completed in November 2003, providing a roadmap for
the government to implement a series of reforms, including drafting new chemicals control
legislation, which could substantially reduce the flow of precursor chemicals and increase the
effectiveness of interdiction efforts in coca growing areas. Peru is a strong supporter of
Operation Seis Fronteras and participates in Operation Purple.
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South America

Argentina

|. Summary

Argentina is not a major drug producing country, but it is a transit country for cocaine flowing from
neighboring Bolivia, and less so from Peru and Colombia. Argentina has also become a transit area for
Colombian heroin en route to the U.S. East Coast (primarily New York), although there is no evidence
that the quantities involved significantly affect supply in the U.S. According to Argentine government
(GOA) statistics, domestic drug use continues on the upswing. Although the number of arrests for
possession and trafficking declined in 2003, seizures of most types of drugs increased in 2003. This is
indicative of a more focused use of investigative resources, to target trafficking organizations instead
of individual violators. Argentina is a party to the 1988 UN Drug Convention.

Il. Status of Country

Argentina is not a major drug producing country. However, because of its advanced chemical
production facilities, it is one of South America’s largest producers of chemicals used to manufacture
almost all the precursors necessary to process cocaine and heroin. Marijuana is the most popular
illegal drug consumed, with cocaine HC1 and inhalants ranked second and third. Bolivia is the
primary source of cocaine entering Argentina. Other drugs, such as marijuana, enter via Paraguay and
Brazil. The trafficking of Colombian heroin through Argentina to the U.S. East Coast has increased
although there is no evidence that the quantities involved significantly affect supply in the U.S.
Seizures of amphetamines and ecstasy (MDMA), a synthetic stimulant with hallucinogenic properties,
are also increasing. Although Buenos Aires has a sophisticated financial sector, its attractiveness to
traffickers for money-laundering was diminished substantially by the 2001-02 financial crisis.

lIl. Country Actions Against Drugs in 2003

Policy Initiatives. The government actively targets the trafficking, sale, and use of illegal narcotics.
During 2003, the GOA’s Secretariat for the Prevention of Drug Addiction and Narcotics Trafficking
(SEDRONAR) took the lead, along with the Gendarmeria Nacional [border guards (GN)], Customs,
and the Federal Police, and jointly worked toward improving the country's chemical control system
and interagency cooperation. Additionally, Argentina law enforcement participated in Operation SEIS
FRONTERAS (Six Borders) and recorded the second highest total of chemical seizures of the
participating countries.

To deal with the precursor problem, the GOA has introduced more secure import and export
certificates to address suspicious shipments of precursor chemicals. SEDRONAR has been working to
rebuild a national database of producers and distributors to gain a better understanding of the scope of
the problem and has formed an eight-person chemical investigation unit. The GOA proposed to its
neighbors that they work together to monitor the flows of chemicals in the region. SEDRONAR
officials are willing to exchange records with USG law enforcement authorities and have begun to do
so in an effective manner mutually beneficial to both governments.

Accomplishments. From November 2002 to October 2003 the Northern Border Task Force (NBTF)
of the GN seized in excess of 153,569.50 kilograms of illicit chemicals. These significant seizures
carried out under Operations Gran Chaco and Seis Fronteras indicate that chemical diversion remains
a serious problem. The NBTF and Group Condor seized 507.88 kilograms of cocaine, including base,
and arrested 207 traffickers in FY 2003. A major benefit derived from these operations has been the
enhanced cooperation between the agencies in the conduct of joint investigations.
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The total quantity of clandestine laboratories seized in Argentina during the last five years by all
Argentine law enforcement authorities was 23, eight of which were being seized in the last year. Of
the 23, all except one had a production capability of less than five kilos. The largest was capable of
processing 30 kilos of coca base. In 2003, of the eight labs seized, one had a capacity of 150
kilograms/year and another had a 50 kilograms/year capacity.

According to the SEDRONAR, 45,553 kilograms of marijuana were seized in 2003, compared to
35,254 kilograms in 2002. SEDRONAR also reports that 39.5 metric tons of coca leaf were seized
during the first nine months in CY-2003, up slightly from the 32.3 metric tons seized in all of CY-
2002. Seizure totals for the last two years are considerably lower than the 91.3 metric tons seized in
CY-2001, and 95.9 metric tons in CY-2000.

The continued low seizure totals for coca leaf are likely attributable to reduced production and
improved interdiction in Bolivia. Another likely factor is increased emphasis on chemical seizures,
resulting in greater scrutiny of the northbound potentially chemical-laden traffic exiting the country at
the expense of monitoring the southbound potentially chemical-laden traffic entering from Bolivia.
Other possible factors are the coca leaf price increases and the GOA's enforcement of prohibitions on
the importation of coca leaf.

Law Enforcement Efforts. Federal counternarcotics policy is coordinated by the SEDRONAR. The
primary federal forces involved are the Federal Police who have jurisdiction for crimes committed in
or connected to the city of Buenos Aires, GN, National Customs Service, National Air Police, and
Prefectura Naval (Coast Guard). Provincial police forces also play an integral part in counternarcotics
operations. While cognizant of its responsibilities in the interdiction area, Argentina continues to focus
on demand reduction. This effort is discussed in greater detail in the Demand Reduction Programs
section.

All of Argentina's security forces face continuing severe counternarcotics budget limitations which
have hampered investment in training and equipment. Also, weak coordination between law
enforcement agencies continues to lessen GOA effectiveness. The GOA recognizes this problem and
has taken some steps to alleviate it although more needs to be done to effect better cooperation.

Corruption. The Kirchner administration, which took office in May 2003, has made the fight against
corruption one of its main priorities. Most significantly, it worked to encourage the resignation of the
former Chief Justice of the Supreme Court and another Supreme Court Justice on malfeasance and
corruption-related allegations. It supported Congressional efforts that resulted in the impeachment of a
third Supreme Court Justice. The Kirchner administration also fired the Chief of the Federal Police
and other senior officials on corruption charges. The Kirchner administration has indicated its
intentions to enhance existing anticorruption regulations and procedures. It has endorsed the work of
the Ministry of Justice's Anti-Corruption Office, while at the same time widening the scope of
anticorruption activities to include other GOA elements. The GOA does not facilitate illicit production
or distribution of narcotic or psychotropic drugs or other controlled substances or the laundering of
proceeds from illegal drug transactions.

Agreements and Treaties. Argentina remains very active in multilateral counternarcotics
organizations such as the Inter American Drug Abuse Commission, the International Drug
Enforcement Conference (IDEC), and the United Nations Drug Control Program. The GOA hosted the
IDEC in 2000 and played an active role in IDEC 2001-3. In 2003, Argentina continued to urge
MERCOSUR (Southern Common Market) to play a larger role in money laundering and chemical
precursor diversion investigations.

Argentina is a party to the UN Convention Against Transnational Organized Crime and two of its
protocols (trafficking in persons and alien smuggling), and has signed by not yet ratified the third
protocol (firearms). The GOA has bilateral narcotics cooperation agreements with many neighboring
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countries. The United Kingdom, Germany, Australia, France, and Italy provide limited training and
equipment support. In 1998, a witness protection program for key witnesses in drug-related
prosecutions was created. In 1997, the USG and Argentina signed a new extradition treaty, which
entered into force on June 15, 2000. A memorandum of understanding between the U.S. Department
of the Treasury and SEDRONAR dealing with the exchange of financial information relating to
money laundering was also signed in 1995. In 1990, Argentina and the USG signed a mutual legal
assistance treaty that entered into force in 1993. Argentina is a party to the 1988 UN Drug Convention.

Cultivation/Production. Illicit cultivation remains negligible. There is very limited refining or
manufacturing of illicit drugs, with small amounts being produced in the country.

Drug Flow/Transit. Most Argentine officials agree that the drug trafficking is a problem. Drug
shipments out of the country are mostly via commercial aircraft, Argentina's maritime port system,
and, in some cases, by cruise ship passengers. Couriers of cocaine from Buenos Aires, Ezeiza
International Airport, are primarily destined for Europe, South Africa, and Australia. Air couriers of
heroin are primarily destined for the United States. As a member of MERCOSUR, Argentina cannot
open and inspect sealed containers from another member state that pass through the country. These
uninspected containers are considered to be a high trafficking threat. Riverine traffic from Paraguay
and Brazil is another probable method for moving narcotics through Argentina.

Demand Reduction Programs. The GOA continues to focus its efforts on demand reduction. Drug
use is treated as a medical problem and addicts are eligible to receive federal government-subsidized
treatment. Buenos Aires province, the most heavily populated province and also the one with the
largest number of regular drug users, has its own well-established demand reduction program.

IV. U.S. Policy Initiatives and Programs

Policy Initiatives. The GOA has yet to sign the standard USG Letter of Agreement due to Ministry of
Foreign Affairs legal and policy concerns. The delay has hampered bilateral counternarcotics efforts
for the last eight years by impeding the disbursement of funding and material assistance to the GOA.
The U.S. Embassy continues to work with the Ministry of Foreign Affairs to resolve the situation.
Counternarcotics programs are funded with money obligated from previous years.

Cooperation between the USG and Argentine authorities, both federal and provincial, continued to be
excellent in 2003. USG assistance supplied equipment and training programs for Argentine law
enforcement personnel, including the Northern Border Task Force (NBTF) and Group Condor. The
USG funded a course on airport drug interdiction methods and a money-laundering seminar put on by
U.S. Customs. All GOA federal law enforcement agencies and the Argentine Customs Service were
represented at these seminars. Based on the success of the NBTF and Group Condor task forces, the
USG planned to provide additional training and to assist the GOA in establishing similar task forces,
but those plans have been hampered by the absence of LOA-provided funding.

Notwithstanding the failure to reach agreement on an LOA, the U.S. Embassy will still seek to channel
some funding to assist Gendarmeria efforts to establish new task forces. The USG will also look to
provide assistance to the Prefectura Naval for maritime drug interdiction activities.

The Road Ahead. With the inauguration of President Kirchner in May 2003, counternarcotics
cooperation has continued to improve, despite the administration's early initiative to address
corruption in the country's security forces and the federal judiciary. The Kirchner government has left
in place the drug policies and priorities established by preceding governments. The USG will
encourage the GOA to continue to focus its efforts on the northern border area where the vast majority
of cocaine enters Argentina, but also not to neglect other important areas such as the tri-border area
where Argentina, Paraguay, and Brazil meet. The USG will continue to work with the Argentine
Customs Service and Air Police to target heroin trafficking to the U.S. East Coast and cocaine
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movements by couriers through Argentina's airports. The GOA should also determine the extent of
South Atlantic maritime trafficking. The U.S. Embassy will continue to work with SEDRONAR to
develop effective chemical controls and identify the illegal diversion of precursor chemicals. Finally,
the U.S. Embassy will double efforts to sign the Letter of Agreement to enhance assistance in the

future.
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Bolivia

|. Summary

Consistent policies on forced eradication across successive Bolivian governments have virtually
eliminated the Chapare as a significant source of coca destined for cocaine. The dramatic record-
breaking seizures of both drugs and precursor chemicals in 2003 demonstrate the value of long-term
investments made in developing special counternarcotics police units (FELCN). Alternative
development (AD) initiatives in the Chapare continue to provide licit alternatives to coca and new AD
activities in the Yungas are beginning to show their value. Bolivia is a significant transit country for
cocaine precursor chemicals.

The Yungas is the largest coca growing area in Bolivia, where topography (mountain ranges
transpierced by one small road)and a long history of traditional coca cultivation argue against simply
replicating the successful Chapare forced eradication strategy. This area will be President Carlos
Mesa’s principal challenge. In 2003, the Government of Bolivia (GOB) continued efforts to build up
mechanisms to control the licit coca market and to prevent diversion of coca to cocaine production. In
recognition of the importance of counter narcotics (CN) issues, President Mesa is personally chairing
the reorganized and strengthened Counter-Narcotics Control Board (CONALTID).

Bolivia is a party to the 1988 UN Drug Convention.

Il. Status of Country

Bolivia has produced coca leaf for a millennia for traditional uses. Coca remains a core part of
indigenous ceremonies and medicine, as well as a popular legal stimulant in the form of tea and
chewing. Bolivian law permits 12,000 hectares of legal coca cultivation for this market, mostly in the
Yungas.

By 1990 the Chapare region was the principal supplier of cocaine to the U.S. market. Through
aggressive intervention, the GOB reduced cultivation from its peak in 1989 (from 52,900 to 28,450
hectares in 2003), effectively removing the Chapare from the coca/cocaine circuit. In 2003, the
successful reduction of coca cultivation in the Chapare (down 15 percent) was offset by a 26 percent
increase in the Yungas resulting in an overall increase of 17 percent or 4,050 hectares. Bolivia is also
an important transit country (especially for Peruvian cocaine) because its borders run along the most
remote and least controlled territories of its five neighboring countries.

lIl. Country Actions Against Drugs in 2003

Policy Initiatives. President Banzer (1997-2001) changed Bolivian policy from one of inaction to one
of serious confrontation of the coca/cocaine circuit. Since then, and despite tremendous social and
political crises (in part due to CN issues), the GOB policy of forced eradication in the Chapare and
increasingly sophisticated interdiction of illicit drugs and precursors has continued. Coca growers
(“cocaleros”™) efforts to stop eradication have been rebuffed, but the GOB has been willing to discuss a
variety of other coca-related issues in an attempt to avoid the violence and economic disruption that
result from cocalero-mounted demonstrations and violence.

The weak coalition Sanchez de Lozada government resigned in the face of widespread protests due in
large part to economic issues in October 2003, after only 14 months of a five-year term. The successor
Mesa government faces major social and political challenges. Despite this context, President Mesa has
assumed personal chairmanship of CONALTID, the ministerial committee that coordinates the GOB's
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counternarcotics policy. Reorganized in November, CONALTID shows potential of taking a more
forceful role in 2004.

The principal challenge facing Bolivia is the unconstrained growth of coca cultivation in the Yungas.
Violent cocalero opposition and an extreme geographic terrain have discouraged forced eradication in
the Yungas. Instead, the GOB has pursued a containment strategy based on interdiction. By using the
same mountainous terrain that makes forced eradication difficult, the GOB channels the movement of
leaf, precursors and illicit drugs through control checkpoints. The U.S. Government (USG) is working
closely with the GOB to improve the efficiency and reliability of DIGECO, the institution charged
with regulating the commercialization of legal coca.

A major challenge in this effort has been the lack of the institutionalization of a professional civil
service. The Mesa Administration has asked the USG to help develop a modern civil service in the
agencies and offices involved in the counternarcotics program, beginning with the Ministry of
Government.

Accomplishments. The GOB was successful in 2003 in its counternarcotics efforts: according to the
CNC, forced eradication led to a 15 percent drop in coca cultivation in the Chapare; despite a 17
percent increase in coca overall, the potential production of cocaine remained unchanged due to the
immaturity of new planting; interdiction statistics increased dramatically; and major trafficking
organizations were taken out.

Law Enforcement Efforts. The GOB and USG continue to work together cooperatively to develop
the capabilities of the Special Drug Police Force (FELCN) and its specialized units, including:
expanding personnel; upgrading existing physical infrastructure; and constructing new bases. As a
direct result, interdiction seizures improve yearly and 2003 statistics are up to three times as high as
those for 2002 with 152 metric tons of leaf and 12.9 metric tons of cocaine captured.

Corruption. Bolivia's trafficking organizations do not appear to exercise a major corruptive influence
at the higher levels of the GOB. Recent governments have not condoned, encouraged or facilitated any
aspect of narcotics trafficking. The GOB has aggressively investigated allegations and seems prepared
to take appropriate action in instances where investigations suggest current or former Bolivian
National Police or other officials are involved in or otherwise implicated in narcotics-related
corruption. The recent creation of the Office of Professional Responsibility within the FELCN and the
National Police will help minimize the opportunity for corruption among the police and increase its
internal affairs capacity. The USG will encourage establishing a similar unit within the prosecutors'
office. In 2003, there were no prosecutions of narcotics-related cases involving senior level officials,
although four judges have been suspended and are under administrative judicial review. Upon
adjudication of the judicial review, formal charges for prosecution will be determined.

Agreements and Treaties. Bolivia is a party to the 1988 UN Drug Convention, the 1961 UN Single
Convention on Narcotic Drugs (as amended by the 1972 Protocol) and the 1971 UN Convention on
Psychotropic Substances. Bolivia and the U.S. signed an extradition treaty in 1995, which has been in
force since 1996. Bolivia has signed, but not yet ratified, the UN Convention against Transnational
Organized Crime and the Protocol against the Smuggling of Migrants; both have been approved by the
Senate, but have remained before the Lower House for final approval for over a year. In November
2001 Bolivia ratified the Protocol to Prevent, Suppress and Punish Trafficking in Persons. On
December 10, 2003 Bolivia signed the UN Convention against Corruption.

Extradition. Bolivia and the U.S. signed a bilateral extradition treaty in 1995, which entered into
force the following year and mandates the extradition of nationals for most serious offenses, including
drug trafficking. There were no extraditions from Bolivia to the U.S. in 2003, nor were any sought.
The last drug trafficking related extradition from Bolivia was in August 2001.
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Cultivation/Production. The GOB continued forced eradication in the Chapare. The CNC estimated
that coca cultivation in the Yungas grew by 26 percent, bringing Bolivia's total area under cultivation
to 28,450 hectares, a 17 percent increase over 2002. Law 1008 authorizes up to 12,000 hectares of
legal coca cultivation to supply the licit market. Total potential cocaine production in Bolivia
decreased from an estimated 240 metric tons in 1995 to 60 metric tons in 2003.

Drug Flow/Transit. The FELCN enjoyed a banner year in 2003, nearly tripling cocaine seizures over
2002. Through end-2003, the GOB seized 152 metric tons of coca leaf, 12.9 metric tons of cocaine
and 8.5 metric tons of cannabis, in addition to 546,252 liters of liquid precursor chemicals (acetone,
diesel, ether, etc.) and 538.1 metric tons of solid precursor chemicals (sulfuric acid, bicarbonate of
soda, etc.). It also destroyed 1,769 cocaine base labs and made 3,902 arrests in 4,709 operations. The
GOB continues to focus upon the interception of illicit drugs and chemicals, as well as on the
detection and disruption of organizations which bring chemicals into Bolivia from Chile and
Argentina and of those which transfer cocaine from Bolivia into Brazil and Argentina.

Approximately 30 metric tons of Peruvian cocaine crosses into Bolivia along the northern reaches of
the shared border, then traverses Bolivia to enter Brazil. This cocaine is mostly consumed in Brazil.
Some increasing proportion of Peruvian cocaine transiting Bolivia and of cocaine from Bolivia itself is
likely destined for Europe, Argentina, Chile and Paraguay. An increasing amount is being consumed
in Bolivia itself.

Alternative Development. In the Chapare, USAID supported coca reduction by deepening and
broadening alternative development (AD) assistance. Through FY-03, USAID helped some 26,000
farm families with AD support, and increased licit (non-drug) crops from 127,013 to 129,703
hectares—even with a two-month program pause caused by social conflicts, violence and blockades.
The average family income from licit products increased from $2,055 in 2001 to $2,138 in 2002 and
the number of jobs rose to almost 53,000 by the end of 2003. After the Argentine economic crisis of
2002, AD programs enjoyed greatly improved market access, with an estimated 30 percent increase in
export of bananas (to 22,000 metric tons) and a 250 percent increase exported pineapples (to 900
metric tons). Additionally, USAID initiated major new activities in land titling, health, environment
and democracy in the region.

Through 2003, the Yungas AD program completed 96 rural and small-town infrastructure projects,
initiated 44 new projects, and began design of 40 projects. These included potable water systems,
schools, coffee post-harvesting plants and other types of social and productive infrastructure. In
addition, USAID continued to build social capital through scholarships for 33 regional university
students in health and farm science. AD programs have trained 60,000 Yungas residents in 454
communities in disease prevention, supported programs to provide medical treatment for tuberculosis
and leishmaniasis to over 2,000 patients, constructed 240 latrines benefiting about 6,000 people,
maintained and improved 112 kilometers of rural mountain roads (constructing three major bridges),
and provided technical assistance in coffee harvest and post-harvest techniques in 116 communities
affecting over 5,000 families (and helped increase specially coffee exports by 300 percent to more
than $1 million).

A USG-supported Organization of American States project to modernize organic cacao and banana
cultivation in the Yungas is effectively mitigating poverty and preventing the spread of illicit coca
cultivation to this vulnerable region. 1,300 families participating in the project, each averaging 2
hectares of cultivation, are enjoying revenues of between $1,866 and $2,900 per year—in addition to
the subsistence crops grown for food and market.

Domestic Programs (Demand Reduction). In March 2003 the Vice Ministry of Prevention and
Rehabilitation was moved from the Ministry of Government to the Ministry of Health, resulting in a
further weakening of bilateral projects in demand reduction. The USG has encouraged the Mesa
Government to return this function to its original Ministry, placing it under the Vice Ministry for
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Social Defense, the GOB's “drug czar”. At the end of the year, CONALTID was planning to re-
emphasize demand reduction as one of the four poles of GOB CN policy and consider where to place
the coordinating function.

IV. U.S. Policy Initiatives and Programs

Policy Initiatives. The principal USG counternarcotics goals in Bolivia are: to remove Bolivia as a
major producer of coca leaf for the production of cocaine; to promote economic development and
establish alternative licit crops and markets to provide farmers with viable options to cultivating coca;
to disrupt the production of cocaine within Bolivia; to interdict and destroy illicit drugs and precursor
chemicals moving within and through the country; to reduce and combat the market for the domestic
abuse of cocaine and other illicit drugs; and to institutionalize a professional law enforcement system.
The USG works through various programs to promote institutional reform and to strengthen the
elements within the GOB dedicated to addressing counter narcotics-related issues.

Bilateral Cooperation. The GOB and Embassy meet routinely at all levels and across several
functional entities to coordinate policy, to implement programs/operations and to resolve issues. INL,
through the Embassy's Narcotics Affairs Section (NAS) and its Air Wing, supports and assists all
interdiction and eradication forces. This support is defined by Letters of Agreements (LOAs) signed
annually with the GOB.

Road Ahead. Bolivia today is experiencing its worst political instability since its 1952 Revolution.
President Gonzalo Sanchez de Lozada took office in 2002, at the head of a weak coalition, and was
forced to resign in October 2003 during a series of massive violent protests and road blockades led by
several disparate radical opposition groups. The unrest demonstrated a widespread and long-term
undercurrent of popular dissatisfaction with the political system. Current President Carlos Mesa leads
an “apolitical” government, whose ministers are serving without links to any political parties.
However, governing under the perpetual threat of renewed popular protest and massive financial
requirements poses a formidable challenge.

Evo Morales, the most well known radical cocalero leader, received the second largest plurality in
votes in the 2002 presidential election. He in turn heads a political movement that is an agglomeration
of disparate political elements that campaigned against the status quo. There are other anti-
establishment leaders vying with Morales for the leadership of Bolivia's disaffected, each seeking to
benefit politically from the growing sense of disenfranchisement and frustration evident among many
voters, especially those from the mountain highlands, Bolivia's altiplano.

The implications of the political situation on the ability of Bolivia to fulfill its obligations under the
1998 Convention and its LOA with the USG are difficult to predict. To date there is support for
continued interdiction across many political groupings.

The biggest narcotics challenge facing Bolivia is how to control the growth of illicit cultivation in the
Yungas, where coca has been cultivated for millennia and cocaleros are willing to fight to protect their
“right” to grow it.
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Bolivia Statistics

(1995-2003)

2003 | 2002 2001 2000 | 1999 | 1998 | 1997 | 1996 | 1995
Coca

Net Cultivation' (ha) 28,450 | 24,400 19,9002 | 14,600 | 21,800 | 38,000 | 45800 [ 48,100 | 48,600

Eradication (ha) 10,000 11,839 9,435 7,653 16,999 | 11,621 7,026 7,512 5,493

Cultivation (ha) 18,450 12,561 10,465 | 22,253 | 38,799 | 49,621 52,826 | 55612 | 54,093

Leaf: Potential 29,083 19,800 20,200 | 13,400 [ 22,800 | 52,900 | 70,100 | 75,100 [ 85,000

Harvest® (mt)

HCI: Potential (mt) 60 60 60 43 70 150 200 215 240
Seizures

Coca Leaf (mt) 152 102 65.95 51.85 56.01 93.72 50.60 7640 | 110.09

Coca Paste (mt) - - - - — - 0.008 — 0.05

Cocaine Base (mt) 6.4 47 3.95 454 5.48 6.20 6.57 6.78 4.60

Cocaine HCI (mt) 6.5 0.4 0.51 0.72 1.43 3.12 3.82 317 3.59

Combined HCI & 12.9 5.1 4.46 5.26 6.91 9.32 10.39 9.95 8.19

Base (mt)

Agua Rica* (Itrs) — — 20,240 | 15,920 | 30,120 | 44,560 1,149 2275 | 16,874
Arrests/Detentions — 1,422 1,674 2,017 2,050 1,926 1,766 955 600
Labs Destroyed

Cocaine HCI 2 2 1 2 1 1 1 7 18

Base 1,769 1,420 877 620 893 1,205 1,022 2,033 2,226

' The reported leaf-to-HCI conversion ratio is estimated to be 370 kilograms of leaf to one kilograms of cocaine HCl in the
Chapare. In the Yungas, the reported ratio is 315:1.

2 As of 06/01/2001.

% Most coca processors have eliminated the coca paste step in production.

4 Agua Rica (AR) is a suspension of cocaine base in a weak acid solution. AR seizures first occurred in late 1991. According to
DEA, 37 liters of AR equal one kilograms of cocaine base.
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Brazil

|. Summary

The four main counternarcotics events of 2003 were the expansion of Operation COBRA to Brazil's
northern border areas, increased attention by Brazil to bilateral relations with its South American
neighbors, the implementation of the Unified Public Safety System (SUSP), and increased actions
against corrupt civil servants.

Brazil is a major transit country for illicit drugs shipped to Europe and, to a lesser extent, to the United
States. Brazil continues to cooperate with its South American neighbors to effectively control the
remote frontier regions where illicit drugs are transported. Brazil is a signatory of various
counternarcotics agreements and treaties, including the 1988 UN Drug Convention, the 1995 bilateral
U.S.-Brazil counternarcotics agreement, and the annual Memorandum of Understanding (MOU) with
the U.S.

Il. Status of Country

Brazil is a conduit for cocaine base and cocaine HCl moving from source countries in South America
to Europe and Brazilian urban centers, as well as a conduit for smaller amounts of heroin moving from
source countries to the U.S. and Europe. Crack cocaine is used among youths in the country's cities,
particularly Sao Paulo. Brazil is not a significant drug-producing country. Narcotics-related arms
trafficking into and through Brazil was also observed in 2003.

lIl. Country Actions Against Drugs in 2003

Policy Initiatives. Brazil has undertaken various bilateral and multilateral efforts to meet all
objectives of the 1988 UN Drug Convention, has implemented adequate law enforcement measures,
and achieved significant progress in the fight against illegal drugs.

Throughout 2003, the Brazilian government, through the National Anti-Drug Secretariat, implemented
its National Anti-Drug Policy (PNAD). PNAD's main focus is on demand reduction and treating the
user, although it addresses the supply side as well, through improved law enforcement capabilities.
PNAD also focuses on local support of counternarcotics strategies, through municipal and state drug
councils, with representatives from all areas of drug prevention/treatment/enforcement. PNAD
highlights the transnational character of drug trafficking and the connection of this type of crime with
other illegal activities such as money laundering, and assigns enforcement roles to various
Government of Brazil (GOB) agencies. The Brazilian policy is a reaffirmation of commitments made
in the Special Session of the General Assembly of the UN in June of 1998.

In September, the GOB expanded its inter-agency Colombia border security program (COBRA) to
other northern borders, including those with Peru (PEBRA), Venezuela (VEBRA), and Bolivia
(BRABO). COBRA, which was started in September 2000, focuses on controlling land and air entry
into Brazil from Colombia at various border control points, with a central headquarters in Tabatinga,
on the Colombia-Brazil border. PEBRA, VEBRA, and BRABO will function in a similar manner, with
representatives from a wide variety of GOB agencies, including, but not necessarily limited to:
Customs, Internal Revenue Service, Armed Forces, IBAMA (similar to U.S. EPA), and others, with
the lead role being fulfilled by the Brazilian Federal Police (DPF). With the 2003 full implementation
of the Brazilian System for the Vigilance of the Amazon (SIVAM), the DPF and other agencies will
have more information available to them. The monitoring system known as SIVAM was designed to
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monitor all areas of interest in the Amazon, including environmental impact and illegal incursions into
Brazilian territory.

Together with expanding COBRA in 2003, the Brazilian government increased outreach and contacts
with its South American neighbors. During 2003, President Lula met with most of his South American
counterparts, including the presidents of Colombia, Bolivia, Venezuela, Argentina, and Paraguay. To
complement these visits, the GOB formed a “mixed commission” (CM) led by the Brazilian Foreign
Ministry, with representatives from the DPF, SENAD (National Anti-drug Secretariat), SENASP
(National Public Safety Secretariat), ANVISA (National Agency of Health Monitoring), Health
Ministry, and ABIN (National Intelligence Agency). In 2003, the GOB CM team visited Bolivia, Peru,
Venezuela, and Ecuador and met with their counterparts to discuss cooperation in a wide variety of
law enforcement and counternarcotics areas. Plans for 2004 CM meetings include Argentina,
Paraguay, Chile, and Cuba.

In 2003, all of Brazil's 26 states and one federal district joined the Unified Public Safety System
(SUSP). SUSP, which is administered by SENASP, is a national system to integrate diverse state,
civil, and military police forces. Each state has formulated its own public safety plan, in accordance
with SENASP's national plan. SUSP will assist the GOB in ensuring a unified approach to law
enforcement and the reporting of crime statistics and narcotics seizures.

The GOB is increasing its emphasis on enforcement of anticorruption laws and has arrested and
sentenced a wide variety of corrupt civil servants. In 2003, examples included several anticorruption
operations which took place throughout Brazil: Foz do Iguacu (Sucuri), Manaus (Eagle), Rio de
Janeiro (Glider), Rio de Janeiro (Propinoduto), Sao Paulo (Anaconda), and Roraima (Grasshopper). In
all of the operations, police forces arrested corrupt civil servants (including Federal, Civil, Military,
and Judicial) who were violating the public trust.

Accomplishments. In 2003, the GOB exercised a regional counternarcotics leadership role. In
February and September, the GOB organized and hosted “Operation Alliance X and XI1” with
Brazilian and Paraguayan counternarcotics interdiction forces in the Paraguayan-Brazilian border area.
In October, the DPF hosted the HONLEA (Heads of National Law Enforcement Agencies) meeting in
Salvador, Bahia, which was sponsored by the United Nations Office on Drugs and Crime (UNODC)
and attended by representatives of 34 different countries.

Illicit Cultivation/Production. With the exception of some cannabis grown primarily for domestic
consumption in the interior of the northeast region, there is no significant evidence of the cultivation
of illicit drugs in Brazil. DPF analysts believe that international narcotics trafficking organizations
may be investing in building cocaine processing laboratories in Brazilian territory because of the
availability of precursor chemicals.

Distribution. Federal Counter-narcotics Police and state authorities are investigating the extensive
domestic distribution networks in major and secondary cities in Brazil.

Sale, Transport And Financing. he DPF have taken measures to identify significant drug trafficking
trends, patterns, and traffickers throughout Brazil in 2003. Although one or two monthly deliveries of
large amounts of Colombian cocaine may be shipped to Brazil's urban centers of Rio de Janeiro and
Sao Paulo, DPF information indicates that Bolivian cocaine generally tends to dominate in those
markets.

Asset Seizure. Many assets, particularly motor vehicles, are seized during narcotics raids and put into
immediate use by the DPF under a March 1999 Executive Decree. Other assets are auctioned and
proceeds distributed based on court decisions. DPF show that seven airplanes, 709 motor vehicles, 93
motorcycles, 5 boats, 291 firearms, and 924 cell phones were seized in 2003.
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Extradition. According to the Brazilian Constitution, no Brazilian shall be extradited, except
naturalized Brazilians in the case of a common crime committed before naturalization, or in the case
where there is sufficient evidence of participation in the illicit traffic of narcotics and related drugs,
under the terms of the law. Brazil cooperates with other countries in the extradition of non-Brazilian
nationals accused of narcotics-related crimes. Brazil and the U.S. are parties to a bilateral extradition
treaty signed in 1961. There were three extraditions from Brazil to the U.S. in 2003, one of which was
narcotics-related. In addition, in November, one person was extradited to Paraguay, for financial
crimes (not narcotics-related).

Law Enforcement and Transit Cooperation. The DPF and SENAD continued to express their
interest in active cooperation, particularly intelligence sharing, and coordination with the U.S. in drug
control activities.

During 2003, various USG agencies and sections of the U.S. Embassy, including the Narcotics Affairs
Section (NAS), the Public Affairs Section, Department of Homeland Security (DHS) representatives,
DEA representatives, FBI representatives, and others, provided training throughout Brazil in a wide
variety of law enforcement areas, including combating money laundering, cyber-crime, community
policing enhancing port security, and demand reduction programs.

In August, a visiting team from DHS briefed the GOB on the container security initiative (CSI)
program.

Brazil cooperates with authorities in neighboring countries, particularly Colombia, Peru and Bolivia,
to enhance regional counternarcotics efforts. In November, two GOB officials attended specialized
port security training in Guayaquil, Ecuador. In a separate program in November, two DPF officers
attended the regional needs assessment meeting in Quito, Ecuador, of the International Law
Enforcement Academy (ILEA). Previously, in January, a group of 12 Brazilian police officers (9
Federal, 2 state military, and one civilian) attended the ILEA advanced management course in New
Mexico.

Demand Reduction. In 2003, the DARE (Drug Abuse Resistance and Education) program (known as
PROERD in Brazil) was expanded to include all 26 states and the Federal District. Through the
Brazilian National Public Safety Secretariat (SENASP) and the National Antidrug Secretariat
(SENAD), NAS assisted in financing and logistics, and NAS personnel visited several of the training
sessions. Brazil has the largest DARE program outside of the U.S. The DARE program reinforces a
positive image of local police forces, while providing a strong message concerning demand reduction.
SENAD has begun work on Drug Information (OBID), which will be supported by funds from the
U.S.-Brazil letter of agreement on counternarcotics cooperation. SENAD continues to enjoy success
with its toll-free number on drug information.

Law Enforcement Efforts. In 2003, the DPF seized 7.3 metric tons of cocaine HCI, 128 kilograms of
crack, and 342 kilograms of base. Marijuana (cannabis) seizures totaled 157.7 metric tons in 2003.
One cocaine drug laboratory was dismantled in 2003. These numbers are incomplete, since only those
of the Federal Police, and not those of local police forces, are reported on a national basis. Federal
Police sources estimate they record perhaps 75 percent of seizures and detentions.

Corruption. As a matter of government policy, Brazil does not condone, encourage, or facilitate
production, shipment, or distribution of illicit drugs or laundering of drug money. As described above,
in 2003, the GOB conducted a number of anticorruption operations.

Agreements And Treaties. Brazil became a party to the 1988 UN Drug Convention in 1991. Bilateral
agreements based on the 1988 convention form the basis for counternarcotics cooperation between the
U.S. and Brazil. Brazil also has a number of narcotics control agreements with its South American
neighbors, several European countries, and South Africa. Brazil cooperates bilaterally with other
countries and participates in the UN Drug Control Program (UNDCP) and the Organization of
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American States/Anti-drug Abuse Control Commission (OAS/CICAD). Brazil is also a party to the
Inter-American Convention against Corruption and is a signatory to the December 2003 UN
Convention against Corruption, which has not yet entered into force.

Drug Flow/Transit. The vast Amazon region remains difficult to adequately monitor, increasing the
likelihood of narcotics moving by air and along the extensive river system. DPF officials indicate that
cocaine leaving Colombia and entering Brazil by air is destined for international markets in Europe
hidden in containerized cargo. According to the DPF, smaller amounts of cocaine leave Colombia via
Brazil's waterway networks in the Amazon region and are mainly destined for the Brazilian domestic
market. In addition, smaller quantities of heroin have been detected moving through Brazil from
source countries to the U.S. and Europe.

VI. U.S. Policy Initiatives and Programs

U.S. Policy Initiatives. U.S. counternarcotics policy in Brazil focuses on liaison with, and assistance
to, Brazilian authorities in identifying and dismantling international narcotics trafficking
organizations; reducing money laundering and increasing awareness of the dangers of drug abuse and
drug trafficking; and related issues such as organized crime and arms trafficking. Assisting Brazil to
develop a strong legal structure for narcotics and money laundering control and enhancing cooperation
at the policy level are key goals. Bilateral agreements provide for cooperation between U.S. agencies,
the National Anti-drug Secretariat and the Ministry of Justice.

Bilateral Cooperation. In accordance with the bilateral U.S.-Brazil Letter of Agreement (LOA) on
counternarcotics, bilateral programs that took place in 2003 included: cooperation with the Regional
Intelligence Center of Operation COBRA; expansion of COBRA to northern border areas, the Heads
of National Law Enforcement Agencies (HONLEA) meeting in October; and SENASP workshops and
training for approximately 400 state and federal public safety officials in the area of combating
organized crime. Brazil and the U.S. are seeking to meet all goals set forth in the bilateral LOA

Through the LOA, in 2003, the USG worked closely with the DPF, SENASP (Brazilian National
Public Safety Secretariat), and SENAD. Various operations, such as Operation Alianza X and XI,
were supported with LOA funds. With SENASP, the USG worked with local, state, and military
police forces throughout Brazil to ensure such forces had basic law enforcement equipment, including
bullet proof vests, handcuffs, and computer equipment. The USG worked with SENAD in 2003 to
begin implementation of the Brazilian Observatory for Drug Information (OBID).

Brazil continues to be actively involved in the International Drug Enforcement Conference (IDEC).
Worldwide conferences are held annually, and sub-regional conferences are held approximately six
months after the general conference. These conferences, sponsored and supported by DEA, bring law
enforcement leaders from Western Hemisphere countries together to discuss the counternarcotics
situations in their respective countries and to formulate regional responses to the problems they face.
Brazil is a member of the Andean and Southern Cone Working Groups.

Operation Seis Fronteiras V is part of a continuing regional exercise involving Brazil, Bolivia,
Colombia, Ecuador, Peru, Venezuela, and U.S. DEA to concentrate counternarcotics law enforcement
efforts in the area of precursor chemicals, and has been successful.

NAS and PAS provided assistance in the area of drug courts. In November, a three-person FINCEN
(U.S. Treasury Financial Crimes Enforcement Network) and OAS team visited Brasilia; the FINCEN's
visit was financed by NAS. NAS funded the visit by a team of four Military Police officers to the
International DARE (Drug Abuse Resistance and Education, called PROERD in Brazil) conference in
New Jersey in June, and will continue to assist in the expansion of the DARE program in Brazil.
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The Road Ahead. In September, Brazil officially announced the expansion of its Operation COBRA
in northern Brazil towards other border areas, including the northern border with Suriname and
Guyana and the southern tri-border area with Argentina and Paraguay. Such expansion and
perseverance demonstrates that the Government of Brazil is serious in its commitment to combat
trafficking and production of illegal drugs. Further signs of Brazil's strong commitment to combat
drug trafficking would include willingness to share information on a real-time basis with other
governments committed to the counternarcotics fight; continued high-level attention to
counternarcotics efforts; further funding of counternarcotics programs and law enforcement agencies;
and continued interdiction efforts in the regions most exploited by international narcotics traffickers.
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Chile

|. Summary

While not a center of illicit narcotics production, Chile remains a transit country for cocaine and
heroin shipments destined for the U.S. and Europe. Chile is a source of essential chemicals for use in
coca processing in Peru and Bolivia. Chile is a party to the 1988 UN Drug Convention.

Il. Status of Country

Transshipment of cocaine from the Andean region is a problem for Chile, as is the growing transit of
heroin destined for the U.S. and Europe. Chile is a destination for marijuana from Paraguay due to
domestic demand. Chile produces small amounts of marijuana for domestic consumption but is not a
major drug producing country. Chilean authorities have discovered some cocaine and amphetamine
labs, but Chile is not a major source of refined cocaine.

lll. Country Actions Against Drugs in 2003

Policy Initiatives. The Chilean Congress continues to work on a comprehensive revision of Chile's
1995 drug legislation, a project pending since 1999. A section relating to money laundering was
removed from this project and passed separately in September 2003. The National Drug Control
Commission (CONACE) develops and coordinates the National Drug Control Strategy. The current
plan covers the years 2003-2008. CONACE also coordinates all demand reduction programs.

Accomplishments. In August 2003, Embassy Santiago, in conjunction with CONACE, organized the
launch of CHIPRED, a network of Chilean NGO's working on drug issues. The network conducts
activities throughout all of Chile. CHIPRED will allow better coordination of programs to prevent
drug abuse and reduce demand. CHIPRED immediately joined the Drug Prevention Network of the
Americas (DPNA) and it will send representatives to DPNA's next international conference. In
January 2004, a group of five CHIPRED representatives will participate in a voluntary visitor program
on managing drug abuse prevention programs.

Chile continues to implement its multi-year criminal justice reform project. As of December 2003, all
of Chile's 12 regions have adopted the new adversarial judicial system, leaving only the metropolitan
area of Santiago operating under the old system. The new system involves oral trials rather than
document-based legal proceedings and generally results in a faster resolution of cases. The Santiago
metropolitan region, which accounts for almost 40 percent of Chile's population, will present special
challenges. For budgetary reasons, the transfer in Santiago was rescheduled to June 2005 from
December 2004.

Law Enforcement Efforts. Chilean authorities are successfully interdicting narcotics transiting
through and destined for Chile. As a result of increased U.S. support for interdiction efforts in the
Andean source nations, narcotics traffickers are using Chile as a transshipment point for cocaine and
heroin with more frequency. Traffickers assume that Chile's clean reputation with authorities in the
U.S. and Europe means that vessels and aircraft originating from Chile are less closely scrutinized.

In 2003, Chilean authorities seized 4.6 kilograms of heroin, 3,410 kilograms of cannabis, and 559
kilograms of cocaine. Law enforcement agencies also arrested 8,343 persons for drug-related offenses,
a decrease from 10, 369 in 2002. Chilean authorities are also addressing the domestic distribution
sources of cocaine, marijuana, and most recently ecstasy. A rise in the use of ecstasy among young
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people has shifted the focus of many counternarcotics operations to this drug. Police seized 5,000 pills
of ecstasy in a raid in December 2003, for instance.

Corruption. Narcotics-related corruption among police officers and other government officials is not
a major problem in Chile. Although a series of scandals rocked the Chilean political establishment in
2003, there is no indication that drug production, processing, or shipment played any role. The
government actively discourages illicit production and distribution of narcotic and psychotropic drugs
and the laundering of proceeds from illegal drug transactions. No Chilean senior officials have been
accused of engaging in such activities. The corruption scandals of 2003, though not narcotics-related,
provide an example of the gravity that Chile attaches to corrupt behavior by government officials. Law
enforcement agencies and the justice system responded to the challenge to reassure the Chilean public
that corruption in government would be rooted out. Transparency International's Annual Corruption
Perception Index ranked Chile 17th in 2003, one spot lower than the U.S.

Agreements and Treaties. Efforts are currently underway to update the U.S./Chile extradition treaty
signed in 1900, under which no Chilean citizen has ever been extradited to the U.S. Chile expressed
interest in updating the current treaty in late 2002. Draft language has been exchanged and exploratory
meetings may begin in early 2004. The U.S. and Chile do not have a mutual legal assistance treaty
(MLAT). The U.S. is hoping that Chile will ratify the OAS MLAT to which the United States is a
party. Chile is party to the Inter-American Convention Against Corruption.

The September 2002 letter of agreement between Chile and the U.S. remains the most recent accord
for cooperation and mutual assistance in narcotics-related matters. U.S. assistance programs are
implemented under this agreement. The GOC and the DEA signed an agreement in 1995 to create a
Special Investigative Unit (SIU) within the Carabineros (national uniformed police), and some INL
funding provides training and equipment for the SIU. The SIU is not yet fully operational. Chile has
bilateral narcotics cooperation agreements in force with Argentina, Austria, Bolivia, Brazil, Colombia,
Costa Rica, Croatia, Cuba, Ecuador, El Salvador, Mexico, Panama, Paraguay, Peru, Russia, Singapore,
South Africa, Uruguay and Venezuela.

Cultivation/Production. There is no known major cultivation or production of drugs in Chile, and it
is not a major drug-transit country. Very small amounts of marijuana are cultivated in Chile to meet
domestic demand.

Drug Flow/Transit. Increasing amounts of drugs are transshipped from Andean source countries
through Chile, destined for the U.S. and Europe. Chile's extensive and modern transportation system,
both air and maritime, make it attractive to narcotics traffickers. Most narcotics arrive by land routes
from Peru and Bolivia, but some enter through Argentina. The efforts of Chilean authorities are
hampered by treaty provisions allowing cargo originating in Bolivia and Peru to transit Chile without
inspection to the ports of Arica and Antofagasta.

No labs producing synthetic drugs have been found in Chile to date. Ecstasy enters the country
primarily in small amounts, but the seizure of 5,000 pills in December 2003 indicates that some larger
scale importation is taking place.

Demand Reduction Programs. The Chilean government has expressed concern about domestic drug
use. In July 2003, CONACE released a new study of drug usage based on a 2002 survey. Based on the
numbers of respondents who reported having been treated for addiction and the numbers of drug users
who stated that they would like to be treated, the report found that the existing treatment infrastructure
in Chile is insufficient. According to the survey, 5.7 percent of Chileans had used drugs in the
previous 12 months. This represents a slight decrease from the previous survey in 2000, which
registered 6.3 percent. Prevalence of marijuana use in the previous 12 months fell from 5.8 percent in
2000 to 5.2 percent in 2003. Use of cocaine base fell from 0.7 percent to 0.5 percent, but use of refined
cocaine rose slightly from 1.5 percent to 1.6 percent. The 2002 survey found that 22.9 percent of
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respondents had used illegal drugs at least once in their lives. CONACE continues to work with
NGO's, community organizations, and schools to develop demand reduction programs. With the
launch of CHIPRED, the network of NGO prevention and treatment organizations, CONACE is able
to cooperate more effectively with the NGO community.

IV. U.S. Policy Initiatives and Programs

U.S. Policy Initiatives. U.S. support to Chile in 2003 reinforced ongoing priorities in five areas; 1)
Training for prosecutors, police, judges, and public defenders in their roles in the criminal justice
system reform; 2) Demand reduction; 3) Enhanced police investigation capabilities; 4) Police
intelligence capability; and 5) Money laundering.

Bilateral Cooperation. During 2003, the U.S. government pursued numerous initiatives based on the
above priorities. These include; 1) creation of a nationwide drug intelligence computer network for the
Carabineros; 2) two oral advocacy courses for new Chilean prosecutors; 3) a U.S. speaker program on
money laundering; 4) an INL-funded course on interview and interrogation techniques; 5) the launch
of CHIPRED, a network of Chilean NGO's in the area of drug abuse prevention and treatment; 6) a
series of INL/DEA-funded seminars about the drug ecstasy aimed at law enforcement, the medical
community, and the public; 7) the establishment of a dedicated server network for the Investigations
Police; 8) a course for narcotics prosecutors; 9) INL-funded support of the police to provide
equipment for counternarcotics operations; 10) two International Visitor programs (IVP) on narcotics
prosecution issues; 11) two IVP's on money laundering issues; 12) one [VP on drug control policy and
demand reduction efforts; 13) the launch of PRIDE drug abuse prevention programs at schools in four
municipalities in the Santiago area; and 14) continued discussions towards updating the 1900
U.S./Chile extradition treaty.

The Road Ahead. In 2004, the U.S. Government will continue to support Chilean efforts to combat
the narcotics-related problems listed above. Since the criminal justice system reform is an ongoing
process, the U.S. plans to continue to provide capacity-building assistance. Efforts to enhance the
counternarcotics capabilities of both the Carabineros and the Investigations Police pursuant to the
LOA will also continue.
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Colombia

|. Summary

Despite dramatic progress against the narcotics trade, Colombia remains a major producing country.
Proceeds finance the Revolutionary Armed Forces of Colombia (FARC), the United Self Defense
Forces of Colombia (AUC), and, to a lesser extent, the National Liberation Army (ELN). They control
areas within Colombia with concentrations of coca and heroin poppy cultivation and their involvement
in narcotics is a major source of violence in Colombia. In 2003 the Government of Colombia (GOC)
eradicated illicit crops at a record-setting pace. The U.S.-supported Colombian National Police
Antinarcotics Directorate (DIRAN) sprayed over 127,000 hectares of coca and 2,821 hectares of
opium poppy. Subsequent field verification demonstrated that this spraying effectively eradicated
116,000 hectares of coca. In addition to spray operations, the GOC manually eradicated 8,441 hectares
of coca and 1,009 hectares of opium poppy. Plan Colombia has reduced narcotics production and
seizures of illicit commodities are up; the scope and delivery of key government services have been
extended; the effectiveness and availability of institutions of justice have been increased; and, the
GOC is in negotiations with the AUC toward demobilization. Colombia is party to the 1988 UN Drug
convention.

Il. Status of Country

The FARC continues its drug and arms trafficking and terrorist activities, including for the first time
violent actions targeted specifically against Americans. The FARC has been exchanging drugs for
arms and cash and conducting its armed attacks for some time in rural areas. Now the FARC is acting
in urban areas. In February 2003, the FARC detonated a car bomb at an exclusive Bogota social club,
killing 36 people. In September 2003, the FARC detonated a bomb on a motorcycle in front of a
nightclub in the city of Florencia, killing thirteen. Then, on November 16, 2003, grenades were tossed
into two crowded Bogota restaurants frequented by Americans; one Colombian citizen was killed and
72 others, including four Americans, were injured. A suspect apprehended at the scene and
subsequently identified as a FARC commando confirmed that American citizens were the targets of
the attacks. These attacks brought to six the number of attacks within Bogota attributed to the FARC
in 2003.

On November 29, 2003, a FARC military commander and spokesman criticized the United States for
“training and aiding government forces in counterinsurgency tactics and actions” and stated that “the
invasive foreign troops are a military target for the FARC.” The FARC is apparently responding to the
active counterterrorism and counternarcotics campaign of President Alvaro Uribe, who is supported by
the United States.

lll. Country Actions Against Drugs in 2003

Policy Initiatives: The AUC also has a reputation for large- scale involvement in the drug trade. After
months of peace talks, the GOC and several AUC front commanders reached a tentative agreement to
dismantle nine AUC fronts within the next two years. It is estimated that there are a total of 10,000
armed militants in these nine fronts. The negotiations focused on two major points: the permanent
disarmament of AUC troops and a provisional amnesty granted by the GOC for past AUC actions.

AUC leaders representing approximately ninety percent of the AUC have agreed in principle to laying
down arms. At least three AUC national leaders, however, are under indictment in the United States
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for narcotics trafficking. Potential extradition to the U.S. may dissuade them from demobilization or
surrender. Five AUC fronts were not a part of these negotiations.

On November 25, 2003, 855 members of the Cacique Nutibara Front disarmed in a nationally
televised ceremony in Medellin, Colombia. The event, which featured the Colombian national anthem,
a surrender of rifles and ammunition belts, and speeches from AUC leaders apologizing for past AUC
actions, was the first tangible result of AUC demobilization. The Cacique Nutibara Front and a later
demobilized sector in Cauca, however, are somewhat anomalous with the AUC. All three branches of
the GOC continue to explore terms for provisional amnesty legislation to encompass demobilization of
the major AUC blocks and other armed groups.

In addition to negotiating with the AUC, the Colombian Congress recently passed constitutional
reforms that will grant the GOC additional tools to combat terrorism These include granting the
Colombian military authority to conduct wiretaps and detentions for a 36-hour period with the option
for an additional 36 hours if approved by a judge. The GOC intends to develop a residential registry of
persons in conflicted areas. Some human rights groups and NGO’s have strongly criticized this
legislation.

Accomplishments. The U.S.-supported aerial eradication program achieved another record setting
year. Despite the net loss of two spray aircraft during 2003, the Colombian National Police (CNP)
Antinarcotics Directorate (DIRAN) sprayed over 127,000 hectares of coca and nearly 3,000 hectares
of poppy.

The CNP's Investigation and Resolution staff resolved over 50 percent of 4,000 complaints of spray
damage to legitimate crops; five cases were determined to have merit and compensation was paid.
USG and GOC personnel ensure that spray operations are conducted in an environmentally sound
manner. Toward that end, the U.S. Department of Agriculture trained ten Colombian scientists in
glyphosate analysis and the Colombian National Institute of Health is training health care
professionals in the identification and management of different types of pesticide and herbicide
poisoning.

Interdiction efforts were boosted in August 2003 with the reintroduction of the Air Bridge Denial
(ABD) program following a hiatus of over two years, because of the tragic shootdown in Peru.
Through year-end 2003, ABD operations have resulted in the destruction of four aircraft, the capture
of three aircraft, the seizure of one “go-fast” boat (which had been tracked by air), and the seizure of
over five metric tons of cocaine in Colombia and Guatemala.

The Colombian Navy, with the support of the USG and other foreign governments, created a Special
Reconnaissance and Assault Unit, trained and equipped by the USG. In 2003, this unit seized 12
metric tons of cocaine, 12 kilograms of heroin, 17 go-fast boats, 34 outboard motor boats, 2
commercial fishing vessels, and 75 traffickers.

In 2003, DIRAN destroyed 83 HCI laboratories, surpassing its previous record of 63 HCI labs in 2001.
DIRAN also captured over 48 metric tons of cocaine/cocaine base, 1,539 metric tons of solid
precursors and 755,588 gallons of liquid precursors. The DIRAN, with USG support, opened two
major interdiction support bases, one in Santa Marta and one in Tulua. Each new base supports an
Airmobile Interdiction Company (approximately 166 “Jungla” jungle commandos) and 10-12
helicopters and crews, plus related command and control and intelligence units. This new capability,
combined with the existing Bogota-based Airmobile Interdiction Company, extends the reach and
improves the CNP's response capability. The Santa Marta interdiction group is coordinating its
operations with the Colombian Navy and is a key element of the Embassy-supported “Firewall”
concept that integrates intelligence and operations against maritime trafficking.

Narcotics terrorists have reacted to increased spray operations by increasing their efforts to shoot
down spray and escort aircraft. In response, the Counter Drug (CD) Brigade has actively supported
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coca spray operations, attacking narcotics terrorist concentrations and serving as a quick reaction
force. Since departing Tumaco in June 2003, the CD Brigade has supported coca spray operations in
Sur de Bolivar, Norte de Santander, Arauca, Meta, and Neiva. In addition to supporting spray
missions, the CD Brigade seized seven metric tons of cocaine, two metric tons of coca base and
destroyed 16 cocaine HCL labs and 948 coca base labs.

The Airport Interdiction Project (AIP) was initiated in 2001 to share intelligence to interdict illegal
drug shipments originating at Colombia's international airports. Units from airport security, the
National Security Service (DAS), and DIRAN received special equipment and training to identify
drug-carrying couriers and detect hidden compartments, as well as to identify the organizations behind
these illegal activities. In 2003, the AIP led to the seizure of 445 metric tons of cocaine, 117 kilos of
heroin, $3.9 million in U.S. currency, 900,000 in Euros, and the arrest of 121 couriers.

Operation MORPHEUS, a comprehensive initiative forged by the Colombian Heroin Task Force
(HTF), conducts long-term conspiracy cases against major Colombian heroin trafficking
organizations. Information obtained by MORPHEUS is disseminated to other DEA foreign offices,
domestic offices, and the Special Operations Division-Bilateral Case Group. Working with DOJ
prosecutors, this information has been used in numerous instances as probable cause for affidavits to
support domestic Title III investigations.

The objective in conspiracy cases pursued in conjunction with Operation MORPHEUS is to dismantle
the leadership of Colombian heroin trafficking organizations in their entirety, including the Colombia-
based suppliers and the U.S.-based distributors. Several U.S./Colombian bilateral investigations in
2003 dismantled transportation organizations that were in place in transit countries such as Panama
and the Dominican Republic. Since the beginning of April 2002 through February 13, 2004, there have
been twenty-nine arrestees extradited to the U.S. for heroin-related offenses.

The number of drug-related extraditions from Colombia to the United States has increased
dramatically under the administration of President Alvaro Uribe. During the Pastrana administration
from 1998 to 2002, 64 individuals were extradited to the U.S. Sixty-seven fugitives (64 Colombian
nationals and three others) were extradited to the U.S. during 2003, a 70 percent increase from the
previous year.

The desertion rate from Colombia's illegal armed groups increased 80 percent in 2003. During
President Uribe's administration, 2,432 illegal militants have been demobilized. Intelligence from the
deserters has helped prevent terrorist actions, prosecute criminals, and assist in locating weapons,
explosives, drugs, and other materiel used by criminals.

Law Enforcement Efforts. Operation Fuente is a joint heroin initiative of the DEA Heroin Group, the
U.S. Army Regional Information Support Team (RIST) and the Colombian National Police Judicial
Police Section (SIJIN). The operation includes a media saturation campaign involving newspaper
advertisements, leaflets, posters, billboards, and television advertisements to promote a toll-free heroin
telephone tip line manned by the SIJIN. The tip line provides a conduit for anonymous information
regarding heroin organizations, routes, stash sites, and laboratories in exchange for reward money,
should the information lead to arrests and/or seizures.

The operation has been a success, though most actionable intelligence has resulted in arrests and
seizures related to cocaine rather than heroin. In 2003, the operation resulted in the following seizures
and arrests: 607 kilograms of cocaine HCL/cocaine base, 12 kilograms of heroin, 11 vehicles, and 54
arrests. 338,975,000 Colombian pesos were seized, the equivalent of roughly US$130,375. The
operation has also generated intelligence on transportation methods and routes, as well as prices for
heroin and cocaine products in the Medellin area.

In 2003, the DEA Cartagena Resident Office initiated “Operation Firewall” to interdict go-fast boats
by combining DEA and various land, air, and sea elements of the CNP and military. It enables joint
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action for interdiction. In 2003, 13 go-fast boats were seized containing 3.9 metric tons of cocaine and
1.1 metric tons of marijuana.

Corruption. The GOC does not encourage or facilitate illicit production or distribution of narcotic or
psychotropic drugs or other controlled substances, or money laundering. The GOC has enacted
appropriate legislation to combat money laundering and related illegal financial flows associated with
narcotics trafficking, and a unit made up of officials of the Ministries of Justice and Finance tracks the
illegal flow of money. The Colombian anti-money laundering and anticorruption specialized task force
units, supported and assisted by the DOJ Justice Sector Reform Program, have been strengthened,
resulting in increased investigation and conviction levels.

Agreements And Treaties. Colombia is a party to the 1988 UN Drug Convention, and the GOC's
national counternarcotics plan of 1998 meets the strategic plan requirements of that convention.
Recent reforms have generally brought the GOC into line with the other requirements of the
convention. In September 2000, Colombia and the United States signed an agreement formally
establishing the Bilateral Narcotics Control Program. This effort provides the framework for specific
narcotics project agreements with the various Colombian implementing agencies.

The GOC and the USG are also parties to a Maritime Shipboarding Agreement signed in 1997,
providing faster approval for shipboarding in international waters and setting guidelines for improved
counternarcotics cooperation with the Colombian Navy and Coast Guard. Colombia has signed, but
has not yet ratified, the UN Convention on Transnational Organized Crime.

Cultivation/Production. Colombia continues to be the world's largest producer of cocaine base,
despite recent reductions in production and cultivation. In 2002, 680 metric tons of cocaine base were
produced and 144,000 hectares were under cultivation in Colombia, a decrease of 115 metric tons and
26,000 hectares respectively over the previous year. Nonetheless, nearly 80 percent of the world's
cocaine hydrochloride (HCI) continues to be processed from Colombian coca crops, with a limited
amount of production from imported Peruvian and Bolivian cocaine base.

Colombia is also a significant supplier of high quality heroin to the United States. Colombia hosted
approximately 4,900 hectares of opium poppy under annual cultivation in 2002 (down from 6,540 in
2001). In 2003 the CNP aggressively sprayed poppy and carried out forced manual eradication to
supplement the voluntary poppy eradication conducted through alternative development programs.
However, Colombia’s potential 2003 heroin production was undetermined as of the date of this
publication.

Drug Flow/Transit. The Pacific Coast Maritime Interdiction Program seeks to interdict shipping from
strategic locations on Colombia's Pacific Coast. The program is comprised of DEA Enforcement
Group 1, the Colombian Navy, Coast Guard, and Marines, as well as the CNP. These groups worked
together to conduct large-scale investigations and enforcement activities against drug trafficking
organizations operating primarily in Cali, Buenaventura, and Tumaco. Despite these achievements,
narcotics traffickers continue to move multi-metric ton cocaine shipments to the Colombian coast and
onward.

Domestic Programs (Demand Reduction). The Colombian Social Protection Ministry is charged
with promulgating Colombia's national drug demand reduction strategy. In 2004, the Ministry will
conduct a nation-wide survey to determine the extent of drug use in Colombia. A comprehensive
demand reduction policy and specific programs will be formulated based on the findings of the survey.

IV. U.S. Policy Initiatives and Programs

U.S. Policy Initiatives. The United States is focused on institution building, especially within the
police, military, and judicial systems.
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Bilateral Cooperation. To assist the GOC in combating drug production and trafficking, the USG is
developing and strengthening the land and air capabilities of the CNP/DIRAN. With USG assistance,
the CNP is training and equipping 62 Carabinero Mobile Squadrons (16,500 police in all) for
assignment throughout rural Colombia. Deployed Carabinero units in 2003 arrested 1,316 persons,
captured 641 firearms, seized 11.6 metric tons of coca base and 17.4 metric tons of marihuana, as well
as locating and eradicating illegal drug crops. The USG supported the establishment of police units in
140 of the 158 municipalities (equivalent to a U.S. county) that had no police presence in 2002. The
remaining 18 police units were in training and scheduled to be deployed in January and February
2004.

The USG also supports DIRAN's aviation unit (ARAVI), which includes 19 fixed-wing and 61 rotary-
wing aircraft (ARAVI operates three fixed-wing and seven rotary-wing aircraft independently of Plan
Colombia). In addition to counternarcotics missions, ARAVI has, with Embassy approval, used USG-
supported assets for humanitarian missions, targeted intelligence gathering, counterterrorism,
antikidnapping, and public order missions. With USG assistance, ARAVI was able to maintain an
availability rate of approximately 75 percent, which is comparable to most commercial airlines. The
opening of forward operating bases in Santa Marta and Tulua allowed greater flexibility and improved
response time in the northern and southwestern areas of Colombia.

The UH-IN, UH-1H II, UH-60, and K-MAX helicopters of the Plan Colombia Helicopter program
continued to provide support to the CD Brigade and other vetted COLAR units throughout 2003. Since
its inception in 1999, program aircraft have flown over 56,000 hours, transported over 95,600
passengers and 3,000,000 pounds of cargo, and conducted 235 medical evacuation missions. In 2003,
Plan Colombia aircraft flew 23,015 hours, carried 28,800 passengers and 1,101,268 pounds of cargo,
and flew 60 medical evacuation missions.

In addition to strengthening the CNP and COLAR ability to directly attack drug production and
trafficking, the USG is providing assistance to other government agencies and institutions in their
efforts to combat the drug trade. For example, in response to the threat of bomb attacks by narcotics
terrorists, the ATF has trained, equipped, and created protocol for all bomb disposal technicians from
GOC agencies. As a result, deaths incurred during deactivation/destruction of bombs declined from
seven in 2001 to zero in 2002 and 2003.

The U.S. Bureau of Prisons (BOP) continued to strengthen and develop the Colombian prison system
to ensure that convicted drug traffickers cannot conduct their operations while incarcerated.
Throughout 2003, USG funded training for personnel selection, ISO 9000 (International Organization
for Standardization standards for quality management systems) compliance, close quarters combat,
hostage rescue, and other activities for over 600 GOC prison employees. As a result, prisoner escapes
have declined 50 percent from 2001 and inmate deaths declined 25 percent over the same period.

To safeguard the viability of drug related prosecutions, the U.S. Marshals Service provided training in
witness and judicial and dignitary protection to Colombian security officials. Likewise, to ensure that
business and government activities could be conducted in a safe environment, the USG provided
protection from narcotics terrorists for 821 individuals under threat, including journalists, mayors, and
union leaders.

To ensure that the GOC's drug related investigations and prosecutions conform to international
standards, the U.S. Department of Justice (DOJ) trained nearly 400 prosecutors, judges, investigators
and defense attorneys in their new roles in the framework of an accusatorial criminal system. The USG
supported the establishment of 15 oral trial courtrooms to facilitate Colombia's transition to an
accusatorial system of justice. In addition, over 800 police personnel were trained in basic and
advanced crime solving techniques. USG personnel also conducted anticorruption seminars for over
230 CNP and other law enforcement officials.
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Likewise, the DOJ Justice Sector Reform Program improved the efficiency of the Colombian judicial
police by providing specialized investigative training, technical assistance and enhanced forensic
science capabilities. Calendar year 2003 accomplishments included: the training and support of
specialized task force units (human rights, money laundering/asset forfeiture, anticorruption,
narcotics/maritime enforcement), the training of 840 police later assigned to rural outposts with little
or no previous police presence; the training of 400 police in accusatory system/oral trial techniques;
the training of 172 prosecutors, judicial police, and judges in Trial Advocacy preparation; the training
of 80 judicial police in the Management of Electronic Surveillance Evidence; the training and
certification of 60 police as instructors, thereby multiplying the number of training courses given to
the different police agencies; and the training of 45 CNP, DAS, and CTI officials in crime scene
reporting techniques. The Justice Sector Reform Program also provided forensic training and
equipment to Colombian crime labs. All of these efforts help ensure that the GOC's drug related
(human rights and other criminal) prosecutions conform to international standards.

USG and GOC joint efforts are having a major impact on illicit agriculture. To encourage farmers to
abandon the cultivation of drug crops, the USG supported the creation of 38,563 hectares of legal
crops—corn, cacao, soybeans, specialty coffee, etc.—up from 10,512 in 2002) and the establishment
of 488 social and productive infrastructure projects (up from 142 in 2002) to the benefit of 31,170
families in 16 Departments.

Aside from combating drug production and trafficking, the USG is assisting Colombians in areas that
have been most ravaged by the drug trade. For example, the USG helped 82 local citizen committees
to complete social infrastructure projects and 36 municipalities to improve the delivery of public
services, including the delivery of potable water and sewage treatment. To date, USAID has provided
non-emergency support for over 1.2 million Colombians internally displaced by narcotics terrorism,
including aid for over 1,100 former child militants. Two peaceful coexistence centers were created in
Barrancabermeja and San Gil to provide legal, social and educational services. Additionally, the
GOC's presence in rural areas was expanded by the creation of 12 Justice Houses offering access to
justice and peaceful conflict resolution.

The Road Ahead. Both Plan Colombia and the Andean Counter-drug Initiative recognize the
interdependence of Colombia's counternarcotics programs and their efforts to defeat insurgent groups.
These activities also influence Colombia's relations with neighboring countries. The greatest
challenges in 2004 will again be the threat posed by the three terrorist organizations, the FARC, the
ELN and the AUC. U.S. policy recognizes these groups as mnarcotics terrorist organizations and
permits selective use of USG- provided counternarcotics assets to defeat them.
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Colombia Statistics
(1994-2003)

2003 2002 2001 2000 1999 1998 | 1997 | 1996 | 1995 | 1994

Coca

Potential — 144,450 | 169,800 | 136,200 | 122,500 | 101,800 | 79,500 | 67,200 | 50,900 | 44,700
Harvest (ha)

Eradication 132,817 122,695 84,251 47,371 43,246 — | 19,000 5,600 8,750 4,910
(ha)

Estimated — — — | 183,200 — — | 98,500 | 72,800 | 59,650 | 49,610
Cultivation
(ha)

HCI: Potential — 571 839 580 520 435 350 300 230 70
(mt)

Opium

Potential — — 6,500 7,500 7,500 6,100 6,600 6,300 6,540 | 20,000
Harvest (ha)

Eradication — 3,371 2,583 9,254 — — 6,972 6,028 3,760 3,906
(ha)

Estimated — TBD 9,083 — — — | 13,572 | 12,328 | 10,300 | 23,906
Cultivation
(ha)

Cannabis

Potential 5000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 4,980 4,986
Harvest (ha)

Eradication — — — — — — — — 20 14
(ha)

Estimated 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000
Cultivation
(ha)

Potential Yield 4,150 4,150 4,150 4,150 4,150 4,150 4,150 4,150 4133 4,138
(mt)

Seizures

Heroin (mt) 0.5 0.77 0.78 0.572 0.504 0.317 0.261 0.183 0.419 0.181
Opium (mt) — 0.1 0.002 — 0.183 0.100 0.120 0.036 0.078 0.128
Cannabis (mt) 126.1 76.9 36.6 46 65 69 136 235 166 2000
Base/Basuco 311 30 26.70 — 9.00 29.30 10.00 17.50 19.50 32.00
(mt)

Cocaine HCI 114.0 94 57.30 69.00 22.73 54.70 34.00 23.50 21.50 30.00
(mt)

Total HCI/Base 145.1 124 80.00 69.00 31.73 84.00 44.00 41.00 41.00 62.00
“(mt)

Total Arrests — 15,868 15,367 8,600 — 1,961 1,546 | 1,561 1,745 | 2,154
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Ecuador

|. Summary

Ecuador is a major transit country for drugs and precursor chemicals. Armed violence on the
Colombian side of Ecuador's northern border renders interdiction especially difficult. Police and
military forces are working together to improve security and curtail drug trafficking in the border area.
Most drugs exit the country via commercial containers. Ecuadorian counternarcotics police, with help
from the USG, continue efforts to enhance port inspection facilities and to improve drug detection
capacity in ports and airports. Drug seizures overall for 2003 were at levels comparable to 2002, while
seizures of precursor chemicals increased significantly. Imperfect implementation of the new penal
code, a faulty judicial system and conflicting laws hamper Ecuador's prosecution of accused criminals.
Substantial progress was made in 2003 toward creating legal protections against money laundering.
The USG continues to provide equipment, infrastructure and training to improve counternarcotics
performance.

Ecuador is a party to and has enacted legislation to implement the provisions of the 1988 UN Drug
Convention.

Il. Status of Country

A small country with three international airports and four major seaports, Ecuador shares porous
borders with two of the world's largest narcotics producers: Colombia and Peru. Ecuador's public
institutions are weak, corruption is a chronic problem and the financial system is poorly regulated.
Entry and exit controls of persons and goods are undependable. A high level of poverty renders much
of the population susceptible to illicit activities. Large-scale armed conflict in immediately adjacent
areas of Colombia makes Ecuador's control of its northern border difficult. Scanty government
presence on the southern border facilitates resurgent drug traffic from Peru. The National Police (ENP)
and military forces are inadequately equipped and trained to deal with a challenge of this magnitude,
although USG resources are helping correct this deficiency.

There is no evidence that illicit crops are cultivated to any significant degree in Ecuador, or that there
is substantial processing of raw materials into market-ready drugs within the country. However, coca
base enters Ecuador from eastern Colombia (east of the Andes) and exits to western Colombia (west of
the Andes) for refinement. Coca base increasingly transits Ecuador from Peru to laboratories in
Colombia. Cocaine HCL and heroin from Colombia and Peru are carried to Ecuador's sea and airports
for international distribution in volumes ranging from ingested individual loads of a few hundred
grams to multi-ton sea shipments. Detected shipments of drugs via international mail and messenger
services increased in 2003. The USG has made significant contributions to the Ecuadorian police and
military to strengthen security in the northern border region and to interdict illicit drug-related
activities.

lIl. Country Actions Against Drugs in 2003

Ecuadorian laws implementing the 1988 UN Drug Convention include criminalization of the
production, transport, and sale of controlled narcotic substances; the import, transport and/or use of
precursor chemicals without an appropriate permit from the Ecuadorian National Drug Council
(CONSEP); any attempt to conceal the profits from narcotics trafficking activities; the intimidation or
corruption of judicial and public authorities in respect to drug crimes; and illegal association related to
drug trafficking and profiteering.
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Policy Initiatives. The Ecuadorian Government's (GOE) national drug strategy, published in 1999,
specifies the counternarcotics roles and responsibilities of Ecuadorian Government agencies, including
the armed forces. CONSEP has announced the intention to formulate a strategic plan in the first
quarter of 2004. Military and police forces generally cooperate at the local level, conducting joint
operations in 2003 to destroy illicit crops and seize precursor chemicals. The GOE continues to
reinforce its security presence in the northern border area. The GOE began a fundamental
reorganization and re-staffing of the historically ineffectual CONSEP. The new CONSEP management
began selling a limited number of seized assets that had been held for several years and significantly
improved its enforcement of chemical controls. An interagency task force completed a draft stand-
alone money laundering law with technical assistance from the Organization of American States. The
draft was submitted to the President in November 2003 for subsequent introduction to the Congress
early in 2004.

The Counternarcotics Directorate (DNA) of the National Police, established in 1999, was further
increased to 1229 members including a number of women officers. Using the trainers and curriculum
developed in 2001-2002 with USG assistance, training in implementation of the new code of criminal
procedures was expanded to police and other judicial operators throughout the country.

At the time of writing, completion of the new Manta port cargo inspection facility was expected by
March 2004. The port authority of Puerto Bolivar, Machala allocated suitable space for a cargo
inspection facility that is now in the design stage. Further improvements were made in the National
Police intelligence data and voice communications networks. The management of the Quito and
Guayaquil airports provided space for advanced technical inspection equipment that is currently being
installed. The GOE national budget includes administrative funds for the DNA, and the National
Police allocated additional new vehicles to the DNA fleet.

Law Enforcement. Narcotics-related guerilla and paramilitary activity in southern Colombia continue
to impact law enforcement and public security in Ecuador's northern border area. There are indications
that drug trafficking across the southern border is growing. Meanwhile, overall drug seizures were
comparable to the prior year, with a decline in the level of cocaine seizures. Total cocaine seizures
were 6.84 metric tons compared to 11.36 metric tons in 2002. Heroin seizures totaled .29 metric tons,
compared to .35 metric tons in 2002. Cannabis seizures rose from 1.90 to 2.57 metric tons.

New administration and the naming of a capable chemicals control expert in CONSEP, the responsible
agency, brought a notable improvement in chemicals control in the second half of 2003, reflected in
vastly increased chemical seizure totals.

The new Code of Criminal Procedures promulgated in 2001 continues to cause confusion as police,
prosecutors and judges struggle to agree on how it should be implemented. Using seminars, virtual
classrooms and training manuals and videos, the USG and other donors are working urgently with the
GOE to overcome this situation, which hampers effective investigation and prosecution of all types of
crimes.

Corruption. Ecuadorian government policy opposes the illicit production or distribution of drugs or
other controlled substances, as well as the laundering of drug money. The 1990 drug law (Law 108)
provides for prosecution of any government official, including a judge, who deliberately impedes the
prosecution of anyone charged under that law. Some elements of other official corruption are
criminalized in Ecuadorian laws but there is no comprehensive anticorruption law to address the
problem per se. In 2003 several individual members of the National Police and the Armed Forces were
arrested for corrupt activities including the theft of Ecuadorian military weapons for sale to Colombian
insurgents. A break-in at the CONSEP evidence warehouse in Guayaquil, during which three security
guards were bound and executed, resulted in the loss of several hundred kilograms of cocaine. The
exact amount could not be determined because of faulty inventory practices. There are indications that
the thieves may have had inside help. In October 2003, a judge was arrested when it was found that he
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had purloined cocaine evidence that he claimed was destroyed. Also in October, police interdicted a
429-kilogram cocaine shipment being readied in Portoviejo, Manabi Province, arresting 14 persons
including the former governor of the province, prominent businessman Cesar Fernandez, who was
caught red-handed preparing the packages. Three aircraft, several automobiles and real estate were
seized. Those arrested Mexican, Colombian and Ecuadorian nationals. Ecuador is a party to the Inter-
American Convention Against Corruption.

Law Enforcement Cooperation. Ecuadorian law enforcement agencies cooperate well with U.S. and
other foreign law enforcement agencies. There are occasional delays in obtaining GOE permission to
board and seize Ecuadorian vessels engaged in illicit activities at sea. The USG and the GOE continue
to strengthen their law enforcement relationships and develop information sharing conduits.
Cooperation between the USG and GOE in 2003 resulted in numerous successful drug interdiction
operations and the dismantling of some international trafficking organizations. National Police
personnel policies requiring frequent transfer of personnel of all ranks among different functions
detracts seriously from the development and continuity of specialized expertise.

Arrests and Prosecutions. A total of 2,295 Ecuadorians and 391 foreigners were arrested for drug
trafficking from January through October 2003. While many arrests result in convictions, prosecutions
in general are impeded by the dysfunctional judicial system and persistent confusion over proper
implementation of the new (2001) Code of Criminal Procedures. The GOE performed its own
investigation of two front companies of the Cali Drug Cartel and ordered them liquidated and closed in
August 2003, well before the Office of Foreign Assets Control listed them as Specially Designated
Narcotics Traffickers in October 2003. Despite these orders, the companies remain in business.

Agreements and Treaties. Ecuador and the United States signed a customs mutual assistance
agreement in 2002. Ecuador signed and ratified the United Nations Convention against Transnational
Organized Crimes and its protocols dealing with migrant smuggling and trafficking in persons.

The United States-Ecuador extradition treaty, signed in 1872 and amended in 1939, is outdated. There
have been some exploratory talks about its possible revision, but no further action has been taken.
Ecuador has cooperated with the USG to deport or extradite non-Ecuadorian nationals. The
Ecuadorian constitution prohibits the extradition of Ecuadorian nationals. Thus, the negotiation of a
new extradition treaty depends on whether Ecuador would be willing to amend its constitution to
permit the extradition of Ecuadorian nationals.

Ecuador is a party to the 1988 UN Drug Convention and has a narcotics law that incorporates its
provisions.

The GOE agreed in 1999 to permit the USG to operate a forward operating location (FOL) for
counternarcotics surveillance at the Ecuadorian Air Force base in Manta.

The Government of Ecuador is a strong supporter of regional cooperation and has signed bilateral
counternarcotics agreements with Colombia, Cuba, Argentina and the United States, as well as the
Summit of Americas money laundering initiative and the OAS/CICAD document on an Anti-Drug
Hemispheric Strategy.

In 1991, the GOE and the USG entered into an agreement on measures to prevent the diversion of
chemical substances. In 1992, the two governments concluded an agreement to share information on
currency transactions over USD 10,000.

The GOE has met the requirements of annual agreements with the United States concerning the
provision of assistance for counternarcotics activities. The U.S. and Ecuadorian governments are
cooperating to improve Ecuadorian controls over the entry and exit of persons, strengthen safeguards
against terrorism and illegal migration, and enhance interdiction of illicit drugs and chemicals. interim.
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The responsible governmental agency, CONSEP, is attempting to establish new inventory controls and
began to sell seized assets in 2003 for the first time in several years.

Regional Coordination. Ecuadorian Government officials met frequently with their Colombian
counterparts concerning border issues. Ecuadorian and Colombian security organs are working to
improve cross-border communications and information exchange. Ecuadorian police operational and
intelligence communications systems now being developed provide for compatibility with other police
agencies in the region to facilitate a rapid exchange of information.

Alternative Development. The Ecuadorian agency for northern border development (UDENOR),
established in 2000 to coordinate economic and social development programs in the country's
vulnerable northern border region, continued its implementation of the government's four year, $465
million northern development master plan. The plan, critically dependent on the support of foreign
donors, aims at “preventive” rather than “alternative” development, since illicit crop cultivation is not
currently significant in the area but is a severe problem in the immediately adjacent region of
Colombia.

Cultivation/Production. Joint police/military operations located and destroyed about 5,400 cultivated
coca plants in scattered locations, mostly near the northern border, in 2003. The crops were eradicated
in the presence of a public prosecutor, as the law requires. The absence of significant cultivation and
of processing laboratories suggests that drug production is not now a serious problem in Ecuador,
although the threat is always present due to Ecuador's geographic location and widespread poverty.

Petroleum ether, popularly known as “white gas,” a by-product of petroleum extraction, has long been
trafficked from oil fields in Sucumbios to neighboring Putumayo Department, Colombia, where it is
used in cocaine production. Until 2003, CONSEP took the position that white gas was not a controlled
substance. Although police and military forces occasionally seized shipments of the compound
(totaling 7,061 liters from January through May 2003) they had no legal basis to prosecute the
traffickers. In June 2003, the new CONSEP management ruled that “white gas” was chemically
equivalent to petroleum ether, which is on the GOE controlled chemicals list. Supported by this
finding, security forces—primarily the Ecuadorian Army—seized 301,779 liters of white gas from
August through October 2003.

The USG and the Government of Ecuador have a bilateral agreement under which the Drug
Enforcement Administration (DEA) notifies CONSEP in advance of pending chemical shipments.
These notices are passed on to port inspectors, who seize all controlled chemicals which enter the
country without proper documentation or when the quantity surpasses that which was authorized by
CONSEP. Both CONSEP and police records are available to DEA as they relate to narcotics or
controlled chemical seizures.

Demand Reduction. The most recent comprehensive national survey of drug use in Ecuador, in 1998,
revealed that four percent of the respondents admitted having used illicit drugs at least once in their
lifetimes. A new survey is underway. Prevention of domestic drug abuse is an integral part of the
Ecuadorian government's drug strategy. Coordination of abuse prevention programs is the
responsibility of CONSEP, whose new management plans to reinvigorate a multi-agency national
prevention campaign. National prevention activities currently are conducted primarily through the
schools and supported by foreign donors. All public institutions, including the armed forces, are
required to have abuse prevention programs in the workplace. The counternarcotics police conduct an
abuse prevention program in selected communities.

Asset Seizure. By law, seized assets cannot be forfeited until the owner is convicted of a drug offense.
Problems arise in relation to the safeguarding of assets pending forfeiture. Real estate, vehicles and
other personal property are often used by government agencies or officials and depreciated during the
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IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. U.S. counternarcotics assistance to Ecuador aims at improving the
professional capabilities, equipment and integrity of police, military and judicial agencies to enable
them to counter illicit drug activities more effectively. An initiative begun in 2001 and continuing
throughout 2002-2003 seeks to strengthen the security of the northern border region. Ecuadorian army
units in the northern border area are being supplied with tactical radio communications, ground
vehicles, computers and field supplies. Resources are being provided to the Ecuadorian Navy for
expanded patrol and interdiction operations on Ecuador's northwestern coast. A major USG-funded
police counternarcotics base in Sucumbios Province (northeastern Ecuador) opened in April, 2003 and
another is under construction in San Lorenzo, Esmeraldas Province (northwestern Ecuador). Two
additional police checkpoints, in north-central and southwestern Ecuador, are in the design phase.
Renovated port cargo inspection facilities in Guayaquil and new facilities in Manta began operation. A
port cargo inspection facility is being designed for Puerto Bolivar, Machala, in southern Ecuador.

In 2002, the USG funded a Judicial Police training program, the purpose of which was to educate the
judicial police on the new penal code. Trainers who successfully completed that first course are now
training their colleagues. Police and judicial authorities are working to revise some ineffective aspects
of the new code.

Communications equipment, ground vehicles and support of the canine program continue to be areas
supported through USG assistance and for which recent successful operations can be credited. The
USG began in 2003 to provide advanced technical equipment for port and land route inspections.

The Department of Homeland Security, Customs and Border Protection, in cooperation with the
Narcotics Affairs Section of the American Embassy in Quito, fielded six Customs inspectors and
firearms instructors as short-term advisors to Guayaquil and Quito in 2003.

All initiatives and strategies are jointly planned and coordinated with the GOE and are formalized in
annual letters of agreement under which the USG grants assistance to the GOE.

The Road Ahead. The USG will seek improved performance in military/police collaboration, seaport
and coastal control, police intelligence and land route interdiction through the provision of expanded
training and essential infrastructure and equipment. Increasing emphasis will be given to the detection
and prosecution of money laundering (once the new legislation is passed by the Ecuadorian Congress),
expanded training of the judicial police and the interdiction of illicit chemical precursors.
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Ecuador Statistics
(1994-2003)
2003 | 2002 | 2001 | 2000 | 1999 | 1998 | 1997 | 1996 | 1995 | 1994
Seizures
Cocaine (mt) 622 | 1049 | 10.83 1.72 924 | 10770 | 2160 | 9.800 | 4.400 | 2.186
Base, paste (mt) 0.62 0.87 1.26 1.60 093 | 0690 | 1605| 0530 | 025 | 0.192
Cannabis (mt) 2.57 1.90 307 | 18.26 298 | 17.730 | 0022 | 0200 | 0200 | 0.131
Heroin (mt) 0.29 0.35 0.23 0.11 008 | 0053 | 0034 | 0070| 0053]| 0024
Labs Destroyed
Cocaine 0 0 4 0 2 2 0 1 0 0
Arrests/Detentions
Nationals 2522 | 2106 | 2018 | 2532 | 3567 | 359 | 3346 | 2075 | 1858 | 2872
Foreigners M7 605 440 434 267 292 346 204 | 2214 201
Total Arrests 2939 | 2711 | 2458 | 2966 | 3,834 | 3888 | 3692| 2279 | 4072 | 3,073
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Paraguay

|. Summary

The Government of Paraguay (GOP) took significant steps to bolster its counternarcotics capabilities
in 2003. President Nicanor Duarte Frutos re-appointed Hugo Ibarra as the Executive Director of the
Anti-Narcotics Secretariat (SENAD). Under Ibarra's four-year leadership, the SENAD has transformed
itself into an effective, albeit limited counternarcotics agency. Also, President Duarte approved the
SENAD's request to proceed with plans to bring the SENAD into the special unit program, joining
other Drug Enforcement Administration (DEA) programs in South America. In 2003, Andean cocaine
seizures in Paraguay increased, due primarily to implementation of the counternarcotics law approved
in 2002, which allowed the SENAD to employ new investigative methodologies and law enforcement
techniques. The Major Violators Unit (MVU) carried out successful operations to disrupt cocaine
trafficking networks, arresting a narcotics terrorist and a major Brazilian drug fugitive. The GOP will
also introduce a new money laundering law, with technical assistance by the Embassy's Resident
Legal Advisor (RLA), in the Congress in 2004. The SENAD saw the creation of an internal affairs
section to fight corruption, and in conjunction with the Attorney General's Office (AG), carried out a
sting operation that led to the arrest of two attorneys, including a prosecutor assigned to drug cases.
Paraguay is a party to the 1988 UN Drug Convention.

Il. Status of Country

Paraguay is a transit country for between 40 and 60 metric tons of Colombian, Bolivian and Peruvian
cocaine that traverses its territory destined for Argentina, Brazil, Europe, and Africa. Paraguay is also
used by the FARC to trade cocaine for arms. The Mobile Enforcement Team (CMET) was created to
target the cocaine that transits by land, river and air over the vast Chaco area, with its undeveloped
land border, extensive river networks, and numerous registered and unregistered airstrips. The MVU is
tasked with identifying and investigating major drug trafficking organizations. Paraguay is a source
country for high-quality marijuana that is not trafficked to the U.S.

lIl. Country Actions Against Drugs in 2003

Policy Initiatives. Shortly after taking office, President Nicanor Duarte Frutos re-appointed Hugo
Ibarra as the SENAD's Executive Director. Under Ibarra's four-year leadership, the SENAD has
transformed itself into an effective, albeit limited counternarcotics agency. On September 17, the new
president approved the SENAD's request to proceed with plans to officially request inclusion into the
DEA Special Unit program, to bring the SENAD up to par with other DEA programs in South
America. Meanwhile, President Duarte is expected to approve the creation of a dedicated unit to
considerably expand the existing semi-vetted program.

Accomplishments. The most notable counternarcotics achievement in 2003 was the capture and
expulsion to Brazil of Claudair Lopes de Faria, who was wanted in Brazil for trafficking and murder.
During the investigation, the discovery that Claudair possessed false Paraguayan identification,
opened a probe into possible government accomplices. The arrest served to highlight the advances the
SENAD has made in surveillance techniques and investigative strategies. The same skills proved
successful in the arrest of known narcotics trafficker Hassan Abdullah Dayoub, who was stopped at
the Asuncion airport on his way to Syria carrying 2.33 kilograms of cocaine hidden inside an electric
organ. Improved detection skills were also on display in the arrest of several individuals attempting to
carry cocaine by ingestion. In conjunction with the Attorney General's Office (AG), the SENAD
carried out a sting operation that led to the arrest of two attorneys, including a prosecutor assigned to
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drug cases. In 2003, cocaine seizures stood at 278 kilos, slightly above last year's total, and marijuana
seizures totaled 47,459 kilos. The joint Paraguayan-Brazilian counternarcotics “Alliance” exercise
continued in 2003. The February exercise netted 160 kilograms of pressed or cut marijuana, and the
destruction of 319 hectares of planted marijuana and 40 camps. Ten marijuana presses were also
seized. A second “Alliance” was scheduled for December 11-20. The canine program continues to
shine. In airport and bus terminal searches, the dogs have discovered about 92 kilograms of cocaine,
including a single bust of 59.3 kilograms, which was hidden in the interior panel of a bus originating
in Bolivia, and an undetermined amount soaked in clothes.

Law Enforcement Efforts. According to the SENAD chief, 201 persons, including drug producers,
distributors and bagmen, were arrested. The Supreme Court reaffirmed the assignment of two
magistrates as special narcotics judges. They approved SENAD requests for search warrants and the
use of investigatory powers granted in the narcotics law. DEA sponsored a trip to the U.S. for its
informal advisory group, composed of the two dedicated judges, the Deputy AG and a Supreme Court
justice, for a detailed briefing of DEA activities in Latin America. The group also had the opportunity
to see how DEA employs the same law enforcement tools that were granted to the SENAD in the 2002
counternarcotics law.

Asset Forfeiture. The GOP has auctioned its first seized airplane since a revised asset forfeiture law
took effect in 2002. As a result, the SENAD will receive about $28,000 in proceeds from the sale of
the aircraft.

Corruption. The SENAD established an internal affairs unit to deal with corruption. Polygraph tests
have played a major role in keeping the SENAD honest. Several SENAD agents were removed after
failing the test; the vast majority remained clean. The Duarte Administration has made anticorruption
the linchpin of its program of governance. In the first one hundred days of his administration,
President Duarte dismissed his deputy chief of staff, environmental minister, and the head of the state
oil company after allegations of fraud and corruption emerged. On the mere appearance of
impropriety, Duarte dismissed his Interior Minister, a personal friend and political ally; the Customs
head, and the National Police commander. Additionally, dozens of other Customs officials or other
public officials have been replaced and reassigned. The GOP has also launched a campaign against
some of the largest tax evaders, and President Duarte has ordered that transparent bidding and contract
procedures are implemented early next year. We remain concerned, however, that reportedly corrupt
police officials are in positions to give protection to or compromise law enforcement actions against
narcotics traffickers. There is no evidence that the government or any senior official facilitates the
distribution or production of narcotics or other controlled substances, however.

Agreements and Treaties. The new U.S.-Paraguay Extradition Treaty entered into force on March 9,
2001, and permits the extradition of nationals. Paraguay is a party to the 1988 UN Drug Convention,
the 1961 UN Single Convention on Narcotic Drugs, the 1972 Protocol amending the Single
Convention, and the 1971 UN Convention on Psychotropic Substances. It ratified the UN Convention
against Transnational Organized Crime, Inter-American Convention Against Corruption and the Inter-
American Convention Against Terrorism. It also signed the OAS/CICAD Hemispheric Drug Strategy.
Paraguay has law enforcement agreements with Brazil, Argentina, Chile, Venezuela, and Colombia.
The 1987 bilateral letter of agreement, under which the U.S. provides counternarcotics assistance to
Paraguay, was extended in 2003.

Cultivation/Production. Marijuana is the only illicit crop cultivated in Paraguay, and it is harvested
throughout the year. Driven by a worsening economic situation and the relatively high price paid by
traffickers for cultivation, marijuana production has increased, spreading to non-traditional areas of the
country. SENAD estimates that 5,500 hectares were dedicated to the cultivation and production of
marijuana in 2003.
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Drug Flow/Transit. The levels of Andean cocaine transiting through Paraguay remained stable in
2003. U.S. law enforcement officials estimate that 40-60 metric tons of Colombian, Bolivian, and
Peruvian cocaine transit Paraguay annually. The SENAD estimates that close to 85 percent of
marijuana cultivated in Paraguay is for the Brazilian market. It also estimates that the remaining 10-15
percent is for the Southern Cone countries and that a very small amount is consumed domestically,
between 2-3 percent. The U.S. is not the destination.

Demand Reduction Program. The increased marijuana cultivation in Paraguay has led to a perceived
rise in substance abuse. According to an INL-funded drug poll published in January 2003,
Paraguayans' perception, confirmed by SENAD analysts, is that marijuana is the most abused drug
(alcohol excepted) by adults, followed by cocaine. Among children, glue is the most abused drug. The
SENAD's Office of Demand Reduction does a significant amount of outreach work, primarily in
schools. The SENAD has the principal coordinating role under the National Program Against Drug
Abuse and works with the Ministries of Health and Education and several NGOs. President Duarte
asked President Bush at their September 26 meeting in the White House for USG support in
developing a local sugar substitute (stevia) as a crop replacement for marijuana.

IV. U.S. Policy Initiatives and Programs

Policy Initiatives. The disruption of narcotics trafficking through training and equipping of an
effective investigative and interdiction force, a strong GOP institutional effort against money
laundering, and a decrease in public corruption continue to be USG priorities in Paraguay. To
accomplish these goals, the USG will support further professional development of the SENAD's MVU
and CMET, providing for a more effective counternarcotics and organized crime investigative and
operational capability, as well as the expansion of the semi-vetted unit program. We will continue to
work closely with judicial and law enforcement agencies to use the new money-laundering law to
make head-way against trafficking networks.

DEA continues to work with the SENAD, providing guidance on operations and investigations. INL
will continue to provide commodities and training support to SENAD, including the purchase of
detection canines, computers and computer-related items, uniforms, laboratory and other equipment.
SENAD officers participated in an Office of Defense Cooperation (ODC)-sponsored Special Forces
Training.

The Road Ahead. The USG will continue to strengthen the SENAD's counternarcotics investigative
and operational units, as well as the anti-money laundering Financial Investigative Unit (FIU), through
training, technical assistance, equipment, and other donations. The next phase of the counternarcotics
program involves the expansion of the SENAD's ability to better track the movements of drug
traffickers and the fortification of special agent units that can react to improved intelligence the semi-
vetted unit will acquire. The new leadership of the FIU, expected large budget increase, hiring and
training of new personnel, and passage of a new money laundering law should significantly better
Paraguay's ability to fight money laundering. Additionally, USAID Paraguay will fund a feasibility
study on the production and marketing of stevia, which the GOP is exploring as a potential crop
substitute for marijuana.
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Peru

|. Summary

In calendar year 2003, the Government of Peru (GOP) eradicated 11,313 hectares of coca by forced
and voluntary eradication. GOP agencies have prepared an eradication plan for 2004 that could
eliminate as many as 12,000 hectares of coca. According to a USG May to September 2003 survey,
coca cultivation in Peru declined by 15 percent compared to a similar period in 2002, leaving a total of
31,150 hectares under cultivation, the lowest level of coca cultivation in Peru since 1986.
Nevertheless, much of the forced eradication was conducted in abandoned fields and parklands, and
the extensive presence of high-density coca cultivation in the Monzon and Apurimac/Ene river valleys
remains a major concern.

Over the past year, the USG has supported new Peruvian alternative development activities that link
eradication to the provision of development benefits. Key to program success is the political
commitment of elected leaders as well as ensuring that alternative development funding is tied to
eradication results. The benefits offered at four different levels—regional, municipal, community, and
household—have led communities to express their interest in participating in the program. Farmers
participating in this program voluntarily eradicated over 4,000 hectares of coca during the six months
since the program's inception in June 2003.

According to U.S. Embassy reporting, coca farmers received approximately $126 million from buyers
for their coca leaf output in 2002. This total is only a fraction of the size of the total cocaine economy
in Peru, which may equal 1.2 to 2.4 billion dollars or more annually (or 2 to 4 percent of Peru’s GDP).
Nearly all of the wealth derived from the cocaine economy accrues to narcotics traffickers and other
criminal elements. Notwithstanding the income they receive from planting, caring for and harvesting
the crop, coca farmers remain impoverished and are vulnerable to enticements, pressures, and even
threats of violence from the narcotics traffickers. The lack of security and any significant government
presence in the coca-growing areas provides ample opportunity for narcotics traffickers to carry out
their activities unopposed. Poor infrastructure and services in coca-growing areas limit opportunities
for licit economic activity. While eradication and alternative development in Peru face formidable
challenges, the negative impact of the coca economy on Peru, the U.S. and other countries make
continued efforts to reduce coca production all the more necessary.

Il. Status of Country

Coca is grown in a number of areas east of the Andes in Peru. The USG has estimated there were
31,150 hectares of managed coca for 2003 and identified the Upper Huallaga and the Apurimac
valleys as the source of 67 percent of the coca crop. In addition to the five major areas tracked by the
USG, GOP ground reconnaissance has identified new areas of coca cultivation in the Maranon river
valley (1,230 hectares) in the department of Loreto. Additional increases in cultivation have also been
identified in the department of Puno (at least 3,000 hectares) close to Peru's borders with Bolivia and
Brazil. There are no confirmed estimates as to the amount of opium poppy under cultivation in Peru.

Trafficking organizations continue to use all available methods to move coca products out of Peru via
air, river, land and maritime routes to Mexico, Bolivia, Brazil, Colombia, Ecuador and Chile. Opium
latex and morphine moved overland north into Ecuador and/or Colombia, where they are collected and
converted to heroin for subsequent export to the U.S. and Europe. Although maritime smuggling of
larger cocaine shipments is on the increase, traffickers continue to use private aircraft to transport
cocaine base from Peru to Bolivia, Brazil, Colombia, and Mexico.
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lIl. Country Actions Against Drugs in 2003

Policy Initiatives. In Peru, DEVIDA, the Peruvian equivalent of the USG’s Office of National Drug
Control Policy, coordinates counternarcotics policy. During 2003 DEVIDA worked closely with the
USG on a host of counternarcotics issues, including voluntary eradication, alternative development,
and law enforcement and interdiction strategy.

In 2003, the Peruvian Congress set the stage for the enactment of new legislation that should provide
increased legal authorities and better, responsibilities and programs within the GOP designed to
address drug trafficking. In July 2003, the Alternative Development Commission of the Peruvian
Congress laid out a framework to eliminate and penalize illegal coca in Peru.

The USG supports research to quantify traditional coca consumption which, together with documented
legal commercial coca sales, could be used by the GOP to define the legal limits of coca production
under any new coca legislation.

The GOP, with USG support, is urging regional and municipal elected leaders in coca growing areas
to take a public position rejecting illicit coca cultivation and narcotics trafficking as impediments to
development. To date, six of seven regional presidents and numerous mayors have signed formal
statements to this effect.

Treaties and Agreements. The GOP supports the objectives of the 1996 USG-GOP counternarcotics
bilateral framework agreement currently in force and the 1988 UN Drug Convention, to which Peru
has been a party since 1992. Peru is also a party to the 1961 UN Single Convention, as amended by the
1972 protocol, and the 1971 Convention on Psychotropic Substances.

Under Peru's 2002 law creating a Financial Intelligence Unit (FIU), banks and other financial
institutions are required to report individual transactions over US$10,000 (the standard international
threshold). Peruvian officials have made clear their intent to seek, as soon as it is feasible, membership
in the Egmont Group a cooperative and information-sharing alliance composed of well-established
national FIUs from various countries.

Extradition. The United States and Peru exchanged instruments of ratification on August 25, 2003,
and the new extradition treaty entered into forced on that date. This treaty represents a major step
forward in bilateral efforts to combat drug trafficking and organized crime. Among other things, the
treaty provides for temporary surrender of a fugitive for purposes of trial and sentencing, even though
the accused may have judicial processes pending in his/her home country. Under the previous treaty,
signed in 1899, a defendant could not be extradited when released from prison on parole.

Hlicit Cultivation. In 2003, Peru eradicated over 11,313 hectares of coca, its best performance since
1999. Forty percent of this total was as a result of community-based or government-assisted voluntary
eradication, with the remainder coming as a result of forced eradication. Due to the potential for social
unrest, forced eradication was limited to “non-conflictive” areas. Most of the forced eradication that
took place during the year was done in San Martin and near Pucallpa.

A series of well-financed and organized strikes by coca growers (cocaleros) in February 2003, to
protest GOP eradication programs, briefly shut down the Tingo Maria-Aguaytia-Pucallpa highway
linking the Huallaga Valley to points eastward. Cocalero representatives demanded an end to
eradication, withdrawal of NGOs from the coca valleys and an alternative development program that
put funds directly into the hands of the cocaleros.

President Toledo issued an Executive Decree (DS-044) in April 2003, which restricted forced
eradication to coca planted since November 2000, coca growing in national parks, and coca growing
near maceration pits and processing facilities. Since April 2003, there have been no further national
strikes by cocaleros, even though most of the forced eradication that took place in 2003 was done after
the issuance of the decree.
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As part of its voluntary eradication efforts, the USG promoted a new program of social and economic
infrastructure projects and productive projects that provide income to beneficiaries. The goal of the
program is to bring jobs and sustainable development to ex-coca-growing regions. Coca fields are
measured and eradication is verified by the Ministry of Interior. The USG is committing up to $8
million monthly under the program, which signed up 330 communities in 2003.

Law Enforcement Efforts. In 2003, the GOP made important progress in investigating and
dismantling major drug organizations and in attacking drug processing sites in the key growing valleys
of the Monzon and Apurimac/Ene. The Peruvian National Police Narcotics Directorate (DIRANDRO)
mounted a number of successful operations in the Monzon and Apurimac Valleys. In a well-
coordinated and extensive five-day operation in the Monzon valley in November 2003, the PNP
utilized over 500 personnel and 11 helicopters—including 9 NAS UH-1H aircraft—to conduct a
complete criminal sweep. The police targeted maceration pits, precursor chemicals, stolen vehicles,
criminal fugitives, false documents, terrorism activities, and foreigners illegally in Peru on false
documentation. The operation, logistically supported by DEA and NAS, received local support and
favorable press coverage in Peru. In addition to interdiction activities, GOP personnel carried out civic
action activities, specifically targeting local needs. The PNP estimated that 80 percent of Monzon
valley residents supported the operation. Follow-up operations later in the year were equally well-
received by residents there.

In 2003 coca base and cocaine HCI seizures were less than in 2002. Overall, in 2003 GOP interdiction
efforts resulted in the destruction of approximately 3,762 kilograms of cocaine base, 3,250 kilograms
of coca paste, and 134 metric tons of coca leaf. To further complement these and other law
enforcement successes, DIRANDRO has re-initiated road interdiction operations in the coca growing
regions of Peru. DIRANDRO personnel conduct inspections of trucks and other vehicles suspected of
smuggling illegal drugs and chemicals, particularly on those highways exiting the coca-producing
jungle region.

DIRANDRO successfully identified and dismantled several international cocaine trafficking
organizations responsible for maritime and air shipment of metric tons of cocaine to U.S. and
European markets. The USG and GOP have cooperated to improve port security and to address
increased maritime smuggling at key Peruvian port locations. In September 2003, the Peruvian
National Police (PNP) seized 1,079 kilos of high purity cocaine near the port city of Chimbote. The
cocaine was destined for the U.S. via Mexico; eleven men were arrested in the bust.

In August 2003, two DIRANDRO basic training academies were established at the Mazamari and
Santa Lucia police bases. Candidates for these schools were recruited from local communities. Each
school will train classes of approximately 200 cadets a year, and graduates will be assigned to
DIRANDRO units in the drug source zones. These schools have already increased police presence in
the Upper Huallaga and Apurimac/Ene Valleys.

Peruvian law requires that, save for exceptional circumstances, a prosecutor be present when
investigatory operations are carried out. The counternarcotics prosecutors (Fiscales Especiales Anti-
drogas, or “FEAs”) continued to play an integral role in narcotics interdiction. The GOP has stationed
counternarcotics prosecutors in Lima and in the other provinces as well.

Corruption. As a matter of policy, the GOP does not encourage or facilitate the illicit production or
distribution of narcotic or psychotropic drugs or other controlled substance, or the laundering of the
proceeds from illegal drug transactions. No senior official of the GOP is known to engage in,
encourage or facilitate the illicit production or distribution of such drugs or substances, or the
laundering of proceeds from illegal drug transactions.

Demand Reduction. In 2003, the results of two important national surveys were released. CEDRO, a
local NGO, conducted a public opinion survey in seven Peruvian cities on the drug problem in Peru.
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The survey revealed that drugs are viewed as Peru's second most important problem (after the
economy). It also showed that 93 percent of urban Peruvians believe there is a relationship between
coca and drug use in their country. The survey also pointed out that a majority view coca growers as
victims rather than as accomplices of narcotics trafficking.

A second survey released by DEVIDA, the GOP's counternarcotics office, showed a continuing
increase in drug use in Peru. Marijuana use among 17 to 19 year olds has almost doubled since 1998.
The most frequently consumed illegal drugs are marijuana, cocaine base and cocaine. Additionally,
sniffing of legal substances such as gasoline and glue continues to be a problem, especially among 12-
16 year olds. For the first time, Ecstasy (MDMA) appeared as an abused drug, with a 0.4 percent use
rate.

Rising concern about the affects of the drug economy prompted the government and private sector to
mount an counternarcotics public education campaign. DEVIDA, with the support of the USG,
produced a widely televised commercial that linked the cultivation of coca to violence, delinquency
and corruption by explaining 90 percent of all Peruvian coca leaf is used to make cocaine. Also with
support from the USG, the NGO Alliance for Drug-Free Peru broadened its focus from drug education
and prevention to include messages linking coca production to narcotics trafficking.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. The USG’s Andean Counter-narcotics Initiative (ACI) program in Peru
provides law enforcement support to the GOP (inter alia, for eradication of mature managed coca and
seedbeds, busts of labs and maceration pits, riverine interdiction, customs interdiction at ports and
airports, road-based interdiction, control of precursor and essential chemicals, and anti-money
laundering efforts) as well as assistance for alternative development and drug awareness and demand
reduction programs. Particularly important in affording mobility to GOP units is the aviation support
(helicopters and fixed-wing assets) that the U.S. Embassy’s Narcotics Assistance Section (NAS)
provides.

The USG continues to encourage the GOP to focus its counternarcotics law enforcement operations in
the major drug source zones in the Upper Huallaga Valley and Apurimac/Ene valley. The PNP has
used USG assistance to increase police presence and its operational productivity in these areas by
fortifying existing police bases and establishing two police training academies.

Precursor Chemicals. Peru produces some of the precursor chemicals, such as sulfuric acid, required
for the processing of coca to cocaine base and cocaine HCI. Peru also is a major importer of all other
necessary chemicals for cocaine production. Many tons of these chemicals are diverted from
legitimate use. The PNP proactively cooperates with neighboring countries and the U.S. to conduct
regional chemical control operations. In 2003, the PNP seized over 900 metric tons of illicit
chemicals; Peruvian Customs officials seized 4,300 kilograms of such chemicals.

With USG assistance, a chemical precursor assessment study was completed in early November. The
assessment provides a roadmap for the GOP to implement a series of reforms, including the drafting of
new chemical control legislation which could substantially reduce the flow of such chemicals and
increase the effectiveness of interdiction efforts in coca-growing areas.

Anti-Narcotics Coordination Center (ANCC). The USG is currently engaged in discussions with
the GOP on strengthening efforts to prevent the illegal shipment of drugs via ground, river and air. As
part of this effort, the two countries are discussing the establishment of an Anti-Narcotics
Coordination Center (ANCC), which would help coordinate law enforcement activities among various
GOP agencies.
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Riverine and Maritime Programs. The joint USG/GOP riverine program was established to prevent
traffickers from using Peru's extensive river system to transport drugs. The results of this program
have been disappointing.

As a consequence, the USG has redirected its resources towards building a stronger drug interdiction
program in Peru's seaports. The USG is helping the GOP build a capability to identify and inspect
suspect cargo shipments. The program started in Callao, Lima's principal seaport, and initial efforts to
expand it to other Peruvian ports with significant export traffic to the U.S. are currently underway.

Alternative Development Efforts. Beginning in June 2002, USG resources have been employed to
support a voluntary eradication program which directly links Alternative Development Program
(ADP) benefits to a commitment on the part of communities and political leadership to permanently
eliminate illegal coca cultivation. This approach has resulted in the eradication of 4,290 hectares of
coca, most of which was eradicated in the last six months of 2003.

The ADP portfolio is a multi-sector approach to removing barriers to development, improving local
governance, strengthening rule of law and increasing the economic competitiveness of coca-growing
areas. It strengthens the planning, management and budgeting capabilities of regional and local
governments via direct training as well as through their participation in the implementation of
infrastructure, health and education projects. During 2003, the ADP completed work on 751 km of
road, 6 bridges, 4 irrigation systems, 32 health posts, and 79 schools and continues work on over 500
additional km of rural roads. The ADP is helping to develop IIRSA (public-private-partnerships for
national road integration) concessions to generate private investment in major roads and infrastructure,
and is currently contracting for the rehabilitation of 170 km of the Fernando Belaunde Highway, a
major link between the Huallaga Valley and national markets. The program supports the expansion of
ombudsman services to coca growing areas to help resolve conflicts and prevent the intimidation of
participating communities by narcotics interests, and works to increase the number of cases tried in
these areas.

During 2003, business deals supported by ADP resulted in an increase in sales of US$9.5 million,
while ADP-supported forest concessionaires generated 400 permanent jobs and commercialized $5
million in lumber. The ADP is supporting credit mechanisms and providing land titles. In 2003, ADP
concluded an agreement to make US$12 million in credit available over the next five years in the coca
areas, financed approximately US$1.5 million in loans and issued the first 200 of 4,300 land titles that
will be given out by March 31, 2004.

Road Ahead. After a banner year in terms of meeting its coca eradication and interdiction goals, the
GOP will need to build upon this success in the coming year. Persistent efforts to provide both positive
incentives and negative disincentives for farmers to desist from coca cultivation are necessary. The
GOP’s counternarcotics agenda will need to include: continued emphasis on forced eradication of
mature managed coca in high-density cultivation areas, drug interdiction, expansion of the pilot
voluntary eradication program, increased efforts to identify and eradicate cultivation of opium poppy,
establishment of, and support for, the contemplated Anti-Narcotics Coordination Center, further
development of its Financial Investigative Unit, a renewed commitment to taking ownership of the
Riverine Program, and hard thinking on how to best establish an effective maritime interdiction
program.

A large part of the USG/GOP bilateral cooperation will continue to revolve around alternative
development that is tied to eradication results. The community-based activities we are jointly
undertaking to strengthen institutions, infrastructure, and governance are a long-term project. While
short-term results are a must, they cannot substitute for long-term success.
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Peru Statistics
(1994-2003)

2003 | 2002 | 2001 | 2000 | 1999 | 1998 | 1997 1996 1995 1994
Coca
Net Cultivation | 31,150 | 36,000 | 34,000 | 34,100 | 38,700 | 51,000 | 68,800 | 94,400 | 115,300 | 108,600
(ha)
Eradication (ha) | 11,313 7,000 3,900 6,200 | 13,800 7,825 3,462 1,259 0 0
Cultivation (ha) 42,463 | 42,000 | 37,900 | 40,200 | 52,500 | 58,825 72,262 95,659 | 115,300 | 108,600
Leaf (Potential — | 52,700 | 52,600 | 60,975 | 69,200 | 95,600 [ 130,600 | 174,700 | 183,600 | 165,300
Harvest) (ha)
HCI (Potential) — 140 140 154 175 240 325 435 460 435
(mt)
Seizures
Coca Leaf (mt) 132.9 13.8 550 | 1643 | 1329 146.8 99.1 33.4 252
Coca Paste — — — — — — — — — —
(mt)
Cocaine HCI 3.25 3.7 2177 2.70 3.59 1.70 2.30 1.01 7.65 0.10
(mt)
Cocaine Base 3.76 8.7 5.71 9.01 6.65 19.70 8.80 18.68 15.00 10.60
(mt)
Total 7.01 124 8.48 11.70 10.24 21.40 11.10 19.69 22.65 10.70
Cocaine
(mt)
Heroin (mt) .004 — .004 .002 — — — — — —
Aircraft (items) 0 0 1 2 — — " 7 22 4
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Uruguay

|. Summary

Uruguay is not a major narcotics producing or transit country. Efforts to fight drug trafficking and
domestic consumption are effective, although law enforcement agencies and counternarcotics
programs have limited resources. Current areas of concern include increasing drug consumption,
limited inspection of containers at ports, limited border controls, lack of radar coverage over most of
the territory, and the possible use of free trade zones for the movement of drugs and precursors.
Uruguay is a party to the 1988 UN Drug Convention.

Il. Status of Country

Uruguay is not a major narcotics producing or transit country, but a five-year recession, which is just
ending, and its strategic location, could lead to increased trafficking. Domestic drug consumption
consists mainly of marijuana that arrives in small planes from Paraguay. However, Bolivian cocaine,
smuggled through Argentina and Brazil, is increasingly in evidence, as are small quantities of heroin
brought in through the airports by Uruguayan, Colombian, Argentine, and Brazilian traffickers. The
tri-border area of Paraguay, Argentina and Brazil, which has long been a haven for narcotics
traffickers, affects Uruguay, and the long porous border with Brazil lends itself to infiltration. Limited
inspection of airport and port cargo is a problem, with Uruguay serving as a transit point for
contraband to Paraguay and elsewhere. Although chemical precursor controls exist, they are not
effectively enforced.

lIl. Country Actions Against Drugs in 2003

Policy Initiatives. Despite President Jorge Batlle's occasional public statements supporting the
legalization of drugs, the Government of Uruguay (GOU) continues to make counternarcotics a
priority. Batlle has increased military involvement in antitrafficking efforts and got personally
engaged to improve anti-money laundering regulations. The GOU remains committed to education
and prevention, although funding for this is low. Uruguay is an active member of the Southern Cone
Working Group of the International Conference for Drug Control, as well as other international
mechanisms that fight narcotics, money laundering and corruption.

Accomplishments. Uruguay continued to cooperate fully with U.S. and regional counter narcotics
efforts. In April 2003, working with Brazilian authorities, the police arrested Brazilian narcotics
trafficker Joao Arcanjo Ribeiro who purchased a residence in Montevideo. Four of the 23 companies
he owns are located in Uruguay and were allegedly used for money laundering. Arcanjo remains in
prison pending extradition to Brazil. Uruguayan law enforcement authorities increased drug seizures
in 2003, demonstrated cooperation with their regional counterparts, and fractured urban distribution
rings. In addition, the GOU has mounted a concerted campaign on demand reduction.

Law Enforcement Efforts. The expertise of the different groups responsible for narcotics-related law
enforcement has improved, and they are generally effective. However, difficulties remain in
coordination among the Directorate General for the Repression of Illicit Drug Trafficking (DGRTID),
the police, the National Directorate for Intelligence and Information (DNII), and the Military
Intelligence Agency (DGID). The DNII is now under the direct supervision of the Minister of the
Interior and has expanded its assignment to include combating organized crime, contraband, terrorism,
and financial crimes.
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According to Uruguay’s General Direction of the Repression of Illicit Drug Trafficking, drug seizures
amounted to 1,110 kilos of marijuana, 41 kilos of cocaine, 12 kilos of heroin and some ecstasy in
2003. Also in 2003, 1,690 suspects were arrested (188 were minors), and 269 were convicted. Major
achievements included the dismantling of the smuggling ring around the Uruguayan trafficker Omar
Clavijo (who was murdered in Paraguay), the seizure of 12 kilos of heroin at Carrasco International
Airport in June 2003, and the dismantling of urban distribution centers.

Corruption. There are no indications that senior GOU officials have engaged in drug production,
trafficking, or money laundering, and the GOU does not condone narcotics production, trafficking and
money laundering. Public officials who do not act on knowledge of a drug-related crime may be
charged with a “crime of omission” under the Citizen Security Law. In addition, the Transparency
Law of 1998 criminalizes various abuses of power by government officials and requires high-ranking
officials to comply with financial disclosure regulations.

Uruguay has an active commission that investigates public sector corruption, whose head is in his
second year as President of the Experts Group of the OAS Inter-American Convention Against
Corruption. In April 2003, Public Prosecutor Carlos Garcia Altolaguirre was convicted on bribery
charges for receiving money from drug traffickers and suspected money launderers in exchange for
early release from jail. One of his colleagues, Pedro Miguel Milano, was also imprisoned.

Agreements and Treaties. Uruguay is a party to the 1988 UN Drug Convention, the 1971 UN
Convention on Psychotropic Substances, the 1961 UN Single Convention on Narcotic Drugs, the 1972
Protocol amending the Single Convention, and has signed, but not yet ratified, the UN Convention
against Transnational Organized Crime. It is also a member of the OAS’s Inter-American Drug Abuse
Control Commission (CICAD). The United States and Uruguay have signed an Extradition Treaty
(1984), a Mutual Legal Assistance Treaty (1994), and annual Letters of Agreement under which the
U.S. funds International Narcotics and Law Enforcement (INL) programs. Uruguay has signed drug-
related bilateral agreements with Brazil, Paraguay, Bolivia, Chile, Mexico, Panama, Peru, Venezuela
and Romania. Uruguay is a member of the regional financial action taskforce, Grupo de Accion
Financiera de Sudamérica (GAFISUD), of which it held the presidency in 2003.

Cultivation/Production. There is no known cultivation or production of drugs in Uruguay, and it is
not a major drug-transit country.

Drug Flow/Transit. Limited law enforcement presence along the Brazilian border and increased U.S.
pressure on traffickers in Colombia, Bolivia and Peru could increase transit through Uruguay. Drug
seizures are increasing, but would be even greater if the GOU had more funding for law enforcement
equipment. To deal with this, the GOU is tendering for companies to operate container scanners at the
main port, and the private consortium that won the contract to operate the main airport agreed to build
new passenger and cargo terminals that meet international security and safety standards.

Demand Reduction Programs. The GOU does not maintain statistics on domestic drug consumption,
but indications are that drug use within Uruguay is moderate but increasing, with marijuana
dominating. GOU efforts focus on prevention, rehabilitation and treatment, based on a strategy
developed by the National Drug Council, the Ministries of Education, Interior, Public Health, and
Sports and Youth Affairs, and including INJU (The National Institute of Youth), INAME (The
National Institute of Minors), the municipalities and NGOs. Specific demand reduction projects
include: 1) the “Adventure of Life” program for teaching values and healthy habits to school children;
2) the “Espacio de Encuentro” web page chat forum of the National Drug Council; and 3) the “Centro
de Referencia de Drogas,” an NGO program that works with addicted children and young adults. The
National Drug Council has sponsored teacher training, public outreach, and programs in community
centers, and published several brochures on demand reduction.
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IV. U.S. Policy Initiatives and Programs

Policy Initiatives. U.S. strategy is to prevent Uruguay from becoming a major narcotics transit or
consumption country. In addition, given Uruguay's success as a regional financial center before the
recession, the U.S. provides assistance to combat money laundering. U.S. support complements GOU
counternarcotics efforts. In 2003 and 2004, funds from the State Department's INL Bureau will be
used for travel, training, and conferences for GOU officials in counternarcotics, crime, corruption and
money laundering. Additionally, funds will purchase computer equipment for the Central Bank and
the prosecutors office, brochures on demand reduction, and a feasibility study on installing radar over
northern Uruguay.

In recent years, the U.S. provided computers, software, passport scanners, vehicles and other
equipment to the GOU to enhance its counternarcotics and anti-money laundering efforts. The U.S.
funded conferences, seminars, and training on canine handling, community policing, and money
laundering. In 2003, INL also sponsored a training session for policemen in patrol techniques and a
seminar on investigating money laundering.

The Road Ahead. The U.S. will continue to work closely with the GOU and law enforcement
agencies to strengthen Uruguayan counternarcotics and anti-money laundering efforts. The focus will
be on stronger sea, air, and land border controls. In addition, regional cooperation will continue to play
an important role, especially since MERCOSUR holds its administrative headquarters in Montevideo.
Despite the current government's strong political will to fight drug trafficking, additional resources are
needed to strengthen Uruguay’s borders.
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Venezuela

|. Summary

Continuing political turmoil in Venezuela distracted the Government of Venezuela (GOV) from the
international narcotics control program throughout much of 2003. A two-month national strike
virtually shut down the country at the beginning of the year. A series of activities for and against a
national referendum on President Hugo Chavez' term in office kept much of the GOV's attention
focused on internal political friction. Consequently, the key Anti-Organized Crime Bill received little
attention and made no progress in 2003. Final steps in the ratification of the U.S.-Venezuela mutual
legal assistance treaty also stalled. At year’s end the GOV conducted two coca eradication operations,
the first such operations against coca or opium poppy in two years. Corruption in the judicial and other
sectors of the government hampered narcotics investigations and trials.

On the positive side, cocaine seizures increased dramatically. According to figures provided by
Venezuelan authorities, cocaine seizures rose as high as 32 metric tons, which would be nearly double
previous year record seizures of 17.79 metric tons. Heroin seizures remained on a par with last year's
elevated rate at about half ton and led those throughout South America for a fourth straight year. A
vetted unit working with DEA, the Venezuelan Prosecutor's Drug Task Force (VPDTF) accomplished
a series of notable seizures, arrests, and convictions. Construction began on a model cargo inspection
facility at Venezuela's primary container port and state-of-the-art X-ray machines were installed at two
airports. Venezuela is a party to the 1988 UN Drug Convention.

Il. Status of Country

Situated next to the world's greatest source of cocaine, Venezuela shares Colombia's largest land
border—2,200 kilometers of poorly controlled desert, mountains, and jungle crisscrossed by various
highways, back roads, river systems, and ocean front. The Pan American Highway and its spur roads
support a daily flow of hundreds of tractor-trailers, trucks, and buses through two official border
crossing points. The shared Guajira peninsula, long synonymous with smuggling and clandestine
airstrips, affords alternate trafficking routes adjacent to the Caribbean Sea. The Serrania de Perija
mountain range, located between the Pan American Highway and the Guajira peninsula, is the site of
coca and opium poppy cultivations and rudimentary production labs on both sides of the Colombo-
Venezuelan border. The navigable Guaviare and Meta rivers flow from Colombia's coca-growing and
cocaine-production region to form two sides of Venezuela's southwest border, eventually meeting to
form the Orinoco River, which bisects Venezuela and provides several oceanic ports before emptying
into the convergence of the Caribbean Sea and Atlantic Ocean.

The amount of cocaine transiting Venezuela has been estimated at 100 to 150 metric tons per year,
although figures provided by Venezuelan authorities suggest that the level could already exceed 250
metric tons per year. Although there is no reliable estimate on the amount of heroin transiting the
country, the continuation of an exponential rise in heroin seizures over the last four years and the use
of bolder smuggling methods is cause for grave concern; for the fourth straight year, Venezuela leads
the continent in heroin seizures, ahead of Colombia. Large seizures of MDMA (Ecstasy) continued for
the second year in a row. Coca and opium poppy are cultivated along the Colombian border in small
amounts.
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lIl. Country Actions Against Drugs in 2003

Policy Initiatives. Progress on major counternarcotics legislative issues halted in 2003. The primary
source of disappointment was the National Assembly's failure to pass, or even move forward on, the
Anti-Organized Crime Bill (known by its Spanish acronym “LOCDQ?”). This bill, which was first sent
to the National Assembly in 1999, would arm Venezuelan law enforcement with a full array of tools
needed to effectively combat narcotics trafficking organizations and organized crime, including
authorization for use of undercover agents and controlled deliveries, an expanded scope of criminal
money laundering (currently limited to proceeds of narcotics trafficking), establishment of the concept
of criminal conspiracy, and enhanced and streamlined asset forfeiture.

The first reading of the LOCDO was completed by December 2001. The second reading was
scheduled for early 2002, but other issues, including the temporary removal of President Chavez from
office in April and subsequent political turmoil, distracted the National Assembly from this critical
piece of legislation. By October 2002, the National Assembly pushed through 97 of the bill's 150
articles; however, work on the bill was again abandoned the next month as political tensions between
the Chavez administration and the opposition again increased. After the nationwide strike from
December 2002 through February 2003, the National Assembly did not take up the work again on the
LOCDO in 2003.

The U.S.-Venezuela mutual legal assistance treaty (MLAT) was ratified by the National Assembly in
March 2002, but by the end of 2003 it still awaited the final step of publication in the National Gazette
before becoming law.

A major amendment to Venezuela's National Narcotics and Psychotropic Drug Law (LOSEP), which
would include much needed enhancements to Venezuela's chemical control regulation, saw little
movement in 2003. It cleared the first reading in 2003, but has not moved on to the second.

The GOV has introduced three antiterrorism bills, but much of their content is highly politicized (e.g.,
defining various forms of non-violent political protest to be forms of terrorism). These bills do not
fulfill the requirements of either the UN International Convention for the Suppression of the Financing
of Terrorism (1999) nor the UN International Convention Against Transnational Organized Crime
(AKA the Palermo Convention—2000).

Accomplishments. Cocaine seizures in Venezuela climbed dramatically in 2003, reaching a level
more typical of the amount normally seized in Mexico—according to figures provided by Venezuelan
authorities, more than 32 metric tons in 2003. At more than double the annual average of 15 metric
tons in recent years, 2003's record seizures indicate an improving interdiction capability within the
GOV, as well as an increase in cocaine transit through Venezuela. A further indication of this
increased flow is the approximately 61 metric tons of cocaine seized by the Government of Spain on
the high seas from ships sailing under the Venezuelan flag during a three-month period in mid-2003.

The GOV in late December conducted two coca eradication operations in the Serrania de Perija
mountain range, along the border with Colombia, the first such operations against coca or opium
poppy cultivation in two years. Most illicit drug crop cultivation is believed to continue on a small, but
increasing scale, on the border with Colombia. GOV efforts were focused primarily on disrupting the
distribution, sale, transport of drugs, as discussed in part IV of this report (bilateral cooperation).

Finally, demand reduction programs abound in Venezuela, financed and administered by a number of
government agencies, non-government organizations, and private sector companies.

Law Enforcement Efforts and Cooperation. At the law enforcement agency level, cooperation
between GOV and USG continues to be excellent. A number of specific examples involving
significant disruption of narcotics trafficking organizations (NTOs) can be cited.
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In January 2003, the Venezuelan Prosecutor's Drug Task Force (VPDTF) took a lead role in a DEA
investigation of the Ramiro Imitola Lopez NTO, which was responsible for the movement of multi-
hundred kilogram quantities of heroin to the United States via commercial aircraft, a few kilos at a
time. Thirty members of the Lopez NTO were also identified and arrested in the U.S., Venezuela,
Colombia, and Curacao. Multi-kilogram quantities of heroin and half a million dollars in drug
proceeds were also seized by Venezuelan authorities during the course of the investigation.

In February 2003, the VPDTF and DEA initiated an investigation of the Yorlank Pea NTO, which
transported some 40 kilograms of heroin per month to New York. VPDTF's investigation turned up a
number of members of the organization in the U.S. and other countries. This intelligence has proved
not only valuable for evidentiary purposes, but also for developing leads for DEA offices in the U.S.
and elsewhere. As a result, NTO leader Ramon Dugarte was arrested along with several of his cohorts.

From June through September 2003, the VPDTF supported several DEA offices in Caracas, Santo
Domingo, Washington, and New York by conducting multiple court-ordered wire intercepts against
DEA priority targets Mateo Juan Holguin-Ovalle and others. These co-conspirators were suspected of
shipping large quantities of cocaine and heroin from Venezuela to the Dominican Republic, Puerto
Rico, and the continental United States. The VPDTF not only allowed DEA to be present during
subsequent arrests and search warrants, but also permitted DEA to interview the defendants and
provided evidence to be used in the U.S. prosecution. Based in part on the evidence obtained by the
VPDTF, the U.S. District Court in the District of Colombia issued arrest warrants for Holguin and
another fugitive. A U.S. request for Holguin’s extradition is being processed through the Venezuelan
court system.

In April 2003, in response to the kidnapping of the American Embassy's security officer at
Georgetown, Guyana, the GOV granted expedited flight clearance to allow a U.S. Customs aircraft to
land in Caracas to pick up a team of Diplomatic Security and FBI agents for immediate deployment to
Guyana. Although under the current bilateral agreement such flight clearance requests require five
days advance notice, GOV authorization was granted at the most senior level within just a few hours.
The rapid deployment of this team was instrumental in the successful resolution of the kidnapping.

In November 2003, through the joint efforts of the Venezuelan investigative police (CICPC) and the
FBI, and pursuant to a GOV extradition request, the alleged mastermind of the 1999 kidnapping of
Venezuelan businessman Antonio Nagen was returned to Venezuela from Miami, Florida. Evidence
gathered by the CICPC was instrumental in the case. During his captivity, Nagen was held by the
Colombian Ejercito de Liberacion Nacional (ELN), which is designated as a foreign terrorist
organization by the Department of State.

Corruption. Venezuela placed 100th out of 133 countries in Transparency International's 2003 report,
falling from its position of 83 in 2002. Venezuela now ranks among the six most corrupt countries in
Latin America.

Although the GOV, as a matter of government policy, does not encourage or facilitate illicit drug
production or trafficking, nor the laundering of proceeds from the same, there have been accusations
that the current administration has turned a blind eye to such activities. Venezuela's sometimes
practice of assigning temporary stand-in judges to narcotics trafficking cases at key points of the trial
has resulted in the release of numerous narcotics traffickers under suspicious, if not farcical,
circumstances.

Petty corruption, such as the taking of small bribes to facilitate exportation processing, is widespread
and tolerated with ambivalence. This in turn creates an atmosphere of ambiguity where larger scale
corruption may also be accepted.

Agreements and Treaties. Although the GOV obtained legislative approval of the U.S.-Venezuela
Mutual Legal Assistance Treaty (MLAT) in 2002, entry into force awaits publication in the National
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Gazette and the completion of formal mutual notification of the completion of the ratification process
through the diplomatic channel, in accordance with the terms of the MLAT. The GOV has signed a
number of important bilateral agreements with the U.S., including a ship-boarding agreement from
1991 (updated with a new protocol in 1997), a Memorandum of Understanding concerning
cooperation in narcotics, and a customs mutual assistance agreement. An extradition treaty between
the U.S. and Venezuela was signed in 1922.

Venezuela is a party to the 1988 UN Drug Convention, the 1961 UN Single Convention on Narcotic
Drugs, the 1972 Protocol amending the Single Convention, and the 1971 UN Convention on
Psychotropic Substances. Venezuela has ratified the UN Convention against Transnational Organized
Crime, and the Protocol to Prevent, Suppress and Punish Trafficking in Persons, and has signed, but
not yet ratified, the Protocol against the Smuggling of Migrants. Venezuela's 1999 constitution
expressly prohibits the extradition of Venezuelan citizens. Previously, Venezuela had only a statutory
bar to the extradition of nationals. Given the current political environment, this is extremely unlikely
to change in the foreseeable future.

Venezuela is also party to numerous bilateral and multilateral narcotics control agreements, including
bilateral agreements with 15 other Latin American and Caribbean nations, as well as one Asian and
three European countries. Venezuela is a party to the Inter-American Convention Against Corruption
and in 2001 signed the consensus agreement on establishing a mechanism to evaluate compliance with
the Convention. Additionally, Venezuela has entered into two agreements with the European Union.
The scope of these agreements ranges from suppression of trafficking and demand reduction to
specific controls on money laundering and precursor chemicals.

Elements of Venezuela's private sector are active participants in the U.S. Customs Service's Business
Anti-smuggling Coalition (BASC) program. This program seeks to increase the effectiveness of law
enforcement officers in their efforts to deter narcotics smuggling in commercial cargo shipments and
conveyances by enhancing private sector security programs. Hundreds of Venezuelan companies,
organized into two BASC chapters, participate in the program to eliminate the infiltration of drugs into
their legitimate commercial shipments to U.S. markets. BASC is part of USCS's Americas Counter-
smuggling Initiative (ACSI).

Cultivation/Production. Unknown quantities of coca and opium poppy, not thought to exceed 400-
600 hectares, are cultivated in the Serrania de Perija mountain range along the border with Colombia.
The GOV conducted two successful coca eradication operations in that region in late December.

Two years ago, cocaine base labs were discovered for the first time ever in Venezuela, near the
Colombian border. Three cocaine base labs with attendant chemicals and processing equipment were
discovered in 2001.

Drug Flow/Transit. Venezuela is a major transit country for shipment of cocaine, heroin, and
marijuana to the United States and Europe. Containerized shipments via commercial sea freight are the
dominant method of smuggling cocaine in loads of a ton or more. Drug smuggling organizations also
utilized pleasure boats to move a large percentage of the cocaine transiting Venezuela. Heroin is
moved primarily via courier on commercial airlines and in packages sent via express courier services.
Heroin smuggling continues to increase.

Based on seizure statistics for 2003, multi-ton shipments of cocaine continue to enter Venezuela from
Colombia via the Pan American Highway (border state of Tachira) and exit Venezuela from the
coastal states of Carabobo (Puerto Cabello), Vargas (Puerto La Guaira and Maiquetia International
Airport), and Sucre (mainland coast opposite Margarita Island). Significant cocaine seizures in the
border states of Zulia and Bolivar confirm the transit of cocaine from Colombia across the Guajira
Peninsula and via the Orinoco River, respectively.
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Heroin trafficking, based on 2003 seizure statistics, indicates heavy inbound activity at the Colombian
border in Tachira, as well as heavy outbound activity at Maiquetia International Airport. Notable
heroin trafficking also takes place across the Guajira Peninsula and in the vicinities of Puerto Cabello
and Maracaibo.

Domestic Programs (Demand Reduction). The National Commission Against the Use of Illicit
Drugs (CONACUID) is the centralized coordinating body for nationwide demand reduction and
treatment programs in Venezuela. Its areas of interest include educational demand reduction products,
support for treatment of drug addicts, and collection and analysis of drug consumption and
rehabilitation statistics. In addition to CONACUID's large network of public and private demand
reduction and treatment organizations, other groups such as the Alliance for a Drug-Free Venezuela
(Alianza para una Venezuela sin Drogas) undertake important work on their own. During the first nine
months of 2003, Alianza ran a total of 2,317 public service commercials on three different networks.
The value of the privately donated airtime is estimated at more than 3.7 million dollars.

No firm estimates on the size of the drug consuming population in Venezuela are available, although it
is commonly agreed that national consumption is a problem. In fact, Venezuela is dealing very
positively with drug abuse. The official 2003 first semester report shows that 25 public and private
centers treated 3,468 patients. Marijuana consumption was highest, cocaine moderate, and heroin and
methamphetmine low; the majority of the patients were between the ages of 15 and 29; 91 percent
were male; 78 percent had less than a high school education; and 74 percent were unemployed or
underemployed.

IV. U.S. Policy Initiatives and Programs

U.S. Policy Initiatives. Ultimately, the diverse manifestations of narcotics trafficking—cultivation,
chemical diversion, production, transportation, smuggling, market development, sale, money
laundering—are all operations of organized crime, without which this illegal activity could not be
sustained on such a massive scale. The overall USG counternarcotics goal in Venezuela is to disrupt
and dismantle narcotics trafficking organizations through numerous policy, law enforcement, and
institutional development efforts. Interdiction, in this context, is viewed as a precursor to obtaining
and exploiting intelligence information, which in turn may be used to direct criminal investigations
and, ultimately, prosecutions and convictions.

Bilateral Cooperation (Accomplishments). USG-GOV bilateral narcotics control efforts and
programs continued to undergo significant development and expansion in Venezuela in 2003,
notwithstanding a national work stoppage, that resulted in a two-month ordered departure of most
embassy personnel, including the Narcotics Affairs Officer. Seaport and airport security programs
were initiated and expanded during the year. Heroin seizures, both on the border and at the country's
largest airport, continued at last year's high level. A multi-agency investigations task force begun in
late 2001 built upon its excellent record in 2002, making major seizures and arrests in 2003. Arrests
and prosecutions continued at an energetic level throughout the year, although convictions remained
low, indicating the need for better-trained prosecutors, tougher laws (such as the Anti-Organized
Crime Bill), and the need to crack down on judicial corruption.

Work began on a USG-funded model cargo inspection facility in Venezuela's largest commercial
seaport, Puerto Cabello, a known embarkation point for multi-ton containerized shipments of cocaine
to the U.S. The new national level directors of the three agencies responsible for control of exports
agreed in principle to assign personnel to work together with U.S. Customs and Border Protection
(CBP) officers in the new facility when complete. Two TDY CBP officers augmented the Port
Security Program during seven months of the year and assisted in implementing improved procedures,
organization, training, and equipment to detect and intercept drug shipments and conduct follow-up
investigations.
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Airport security projects were initiated at Maiquetia International Airport (servicing Caracas) and
Michelena Airport in Valencia. In all, seven X-ray machines and two ion scanners were installed, with
the dual capability of detecting drugs and explosives. Additionally, a number of portable radiation
detectors were issued to airport and seaport inspectors to permit the discovery of radioactive material
that might be used in the construction of “dirty” bombs.

The Venezuelan Prosecutors' Drug Task Force (VPDTF), begun in October 2001 with NAS logistical
support and DEA advice, continued to develop its professional investigative and operational capability
in 2003. Composed of vetted personnel from three GOV agencies (the Public Ministry, the Federal
Judicial Police, and the National Guard), this task force of three dozen prosecutors and investigators
seized more than 11 metric tons of drugs (4.3 metric tons of cocaine, 31 kilograms of heroin, and
seven metric tons of marijuana), conducted follow-up investigations resulting in the arrest of 59
traffickers (including one kingpin), and seized numerous watercraft, real estate, and cash.
Additionally, the VPDTF's intelligence and investigations supported international operations that
resulted in the seizure of 2.5 additional tons of drugs. Several counterterrorism courses and seminars
were offered in country by the USG during FY 2003, including terrorist financing detection, terrorist
crime scene investigation, and antikidnapping. Competition to attend these courses was fierce and
demand for additional training in 2004 is very high.

The International Narcotics Enforcement Officer Association Commendation Award was presented to
two Venezuelan narcotics officers in 2003 for the outstanding results of their investigations, which
resulted in the dismantling of several major narcotics trafficking organizations.

In support of the GOV-developed Criminal Case Tracking System software, the USG initiated the
procurement of 100 computers to run the software and contracted the professional services of six
lawyers to assist the Public Ministry in clearing its backlog of 2,692 narcotics trafficking cases. By the
end of 2003, most of these cases had been processed.

In a trilateral project, the American Embassy, British Embassy, and the GOV National Financial
Intelligence Unit (UNIF) pooled resources to purchase and install a 21-station local area network at the
UNIF headquarters.

The Road Ahead. The pending Organized Crime Bill remains pivotal to increased operational
capability at all levels and in all disciplines, from the conduct of criminal investigations to money
laundering control to asset seizure. The USG will continue to call upon its contacts within the GOV
and the international diplomatic community to lobby for speedy passage and enactment of this law.
Additional training and advisory resources must be directed to improve GOV capabilities in the areas
of intelligence analysis, criminal investigations, case management, and prosecution. The port security
program, begun at the country's primary seaport, airport, and border crossing in 2002, will be
intensified at those locations and expanded to other large transportation hubs in 2004. To the extent
possible given Venezuela’s polarized political situation, we will revive and rebuild focused training
programs for judges, public prosecutors, and criminal investigators; improve interdiction capabilities
at key transportation choke points; and seek to revitalize and expand a centralized organized crime
intelligence analytical center. The emphasis will be on attacking narcotics trafficking as an aspect of
organized crime.
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Venezuela Statistics
(1994-2003)

2003 | 2002 | 2001 | 2000 | 1999 | 1998 | 1997 | 1996 | 1995 | 1994
Seizures
Cocaine HCI 32.20 14.89 13.39 15.03 12.48 7.30 14.58 5.60 6.17 5.10
(mt)
Other Cocaine — 0.343 0.79 0.62 0.62 1.30 1.60 1.60 1.60 1.60
(Basuco) (mt)
Total Cocaine 32.20 15.23 14.18 15.17 13.10 8.60 16.18 7.20 7.77 6.70
Products (mt)
Cannabis (mt) 9.50 19.38 14.43 12.43 19.69 4.50 5.52 5.30 13.70 10.00
Heroin (mt) 0.44 0.475 0.28 0.13 0.04 0.04 0.11 0.07 0.10 0.02
Arrests
Nationals 1,897 1,614 2,733 2,341 6,414 7,242 4,880 — 3,000 —
Foreigners 290 450 336 275 216 289 499 — 600 —
Unspecified — 647 — — — — — — — —
Total Arrests 2,187 2,711 3,069 2,616 6,630 7,531 5,379 — 3,600 —
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Belize

|. Summary

Belize, part of the major transit zone for narcotics moving towards the U.S., was removed from the
Majors list in 1999. At the time, declining seizure rates and lack of hard evidence that drugs were
transiting through Belizean waters and air space supported this decision. However, new evidence that
Belize is a regular transshipment point continues to emerge.

The Government of Belize (GOB) recognizes that the transit of cocaine and other drugs are serious
matters. The GOB continues to work closely with the United States on narcotics control and other
international crime issues—most notably, stolen vehicles. The Belize Police Department, the Belize
Defense Force, and the newly established International Airport Canine Unit provide counternarcotics
efforts. Although the size of the Belize Police Department did not change in 2003, requests for training
and other assistance to professionalize the force have been notable. Unfortunately, police department
efforts to battle narcotics transshipment are half-hearted due to lack of air and maritime assets and
internal government corruption. Belize is a party to the 1988 UN Drug Convention.

Il. Status of Country

Belize, a potentially significant transshipment point for illicit drugs between Colombia and Mexico,
continues to cultivate a small amount of marijuana, primarily for local consumption. The Belize
Defense Force and the Belize Police Department have led successful eradication efforts over the past
few years. Contiguous borders with Guatemala and Mexico, large tracts of unpopulated jungles and
forested areas, a lengthy unprotected coastline, hundreds of small caves, and numerous navigable
inland waterways, combined with the country's rudimentary infrastructure add to its appeal for drug
trafficking. The number of abandoned suspect boats and airplanes found in Belizean waters and in
clandestine areas increased in 2003. Drug-trafficking go-fasts have access to the coast at Belize City
and are able to unload illicit cargo alongside legitimate shipments.

lll. Country Actions Against Drugs in 2003

Policy Initiatives. The Anti-Drug Unit (ADU) expanded to 35 officers in 2003. The ADU is
responsible for all counternarcotics work, both on land and at sea. Roughly one-third of the officers is
stationed in the ADU office in Belmopan and the rest are stationed in the Belize City Office.
Unfortunately, their superiors assign many ADU officers to combat violent crime in the streets, cutting
into the time they can spend on narcotics investigations. The “Canine Unit”, a branch of the ADU,
comprising seven canine members and seven handlers, refurbished its kennel in 2003. The U.S.
Government donated three canines upon GOB request. One of the canines was trained to detect
explosives—a new concept for Belize. Another canine was cross-trained to find both narcotics and
weapons.

In 2003, Belize's Ministry of Home Affairs established a Forensic Laboratory project. A newly
constructed building in Ladyville will house the Forensic Laboratory, fingerprinting facilities, and city
morgue. A British contractor conducted an intense evaluation of the existing program, and upon his
recommendation, new equipment was donated, intensive training was requested and a project manager
was hired to develop a new Forensics Program with focus on Crime Scene Management and
fingerprinting. The police department, which traditionally relied on officers for technical crime scene
assistance, realized that it needed dedicated crime scene technicians and fingerprint technicians, and it
hired civilians to do the job.
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Accomplishments. A recent program provided significant assistance to unlicensed firearms
investigations. The GOB installed an anonymous tip line for crime information, and advertised a one-
month “Gun Amnesty” period. After the amnesty period, Belize took a harder stance on unlicensed
firearms and revised its firearm legislation. This appears to have been one of the most successful self-
initiated programs within Belize law enforcement over the past few years.

The GOB fully cooperated in one joint counternarcotics operation in 2003 utilizing Joint Task Force
Bravo assets.

Cultivation/Production. The GOB successfully carried out many independent marijuana eradication
missions in 2003. By October 2003, 103,058 marijuana plants had been eradicated. Illicit cultivation
continues to occur at reduced levels from the widespread cultivation of a decade ago. Belize has a
dense rainforest canopy, and farmers often grow crops in remote areas. Marijuana remains the most
popular drug crop grown in Belize, but there is no evidence that it has any significant effect on the
U.S. The BDF and BPD conduct manual marijuana eradication missions on a regular basis using their
own aerial reconnaissance program.

Precursor Chemical Control. Although Belize has had very limited signs of precursor chemical
production, the GOB, in support of the 1988 UN Drug Convention, has an existing precursor chemical
program. The Medical Department at Carl Heusner Hospital keeps track of all statistics on precursor
chemicals. Legislation for precursor chemical control was written and is in the edit process, with no
specific date for presentation to the House. The legislation covers a variety of aspects including
control, enforcement and registration of all precursor chemicals.

Asset Seizure. GOB law permits the seizure of assets connected to drug trafficking. To date planes,
boats, cash, vehicles and weapons have been seized. Unfortunately, the vast majority of these seized
assets are sold at grossly undervalued amounts to “friends” of the government. Very little, if any, of
the proceeds from sale of seized assets is reinvested in fighting crime or narcotics trafficking.

Domestic Programs/Demand Reduction. GOB demand reduction efforts are coordinated by the
National Drug Abuse Control Counsel (NDACC), which provides drug abuse education, information,
counseling, rehabilitation and outreach. NDACC also operates a public commercial campaign,
complete with radio advertisements and billboards, designed to dissuade youths from using drugs.

Law Enforcement Efforts. Authorities seized 56.7 kilograms of cocaine in 2003. They also seized 55
kilograms of cannabis, 1 kilogram of cannabis seed, 144 grams of heroin, and 2 kilograms of crack
cocaine. The ADU is supposed to be dedicated solely to handling narcotics cases and conducts
operations throughout the year. To this end, 473 arrests were made on drug-related charges stemming
from possession of or trafficking in marijuana, cocaine, crack cocaine and heroin. Additionally, fifteen
go-fast boats originating from Colombia and three aircraft were seized. Finally, the Belize police
arrested two local high-level narcotics traffickers, who were surrendered to U.S. authorities and
currently are being prosecuted in the U.S.

The GOB's most serious internal drug problem is rooted in drug-associated criminality. Obtaining
convictions remains difficult, as the Office of the Public Prosecutor remains under-trained, under-paid,
and poorly equipped. The GOB is refurbishing its fingerprinting program with the assistance of the
Panamanian government and the FBI. This is thought to be the key factor in obtaining convictions.
The GOB expects to have its fingerprinting program reconstructed by the end of FY2004. The
government also expects to have 14 civilian crime scene technicians trained and in the field by March
2004 to improve crime scene collection in conjunction with the opening of the new Forensics
Laboratory.

Corruption. There is no evidence of narcotics-related corruption within the GOB. However, there is a
general problem with corruption within some government agencies. In April 2000, the GOB created an
Office of the Ombudsman, which can independently investigate allegations of wrongdoing. The police
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also have an internal affairs investigator charged with handling complaints against police officers. A
number of officers were dismissed in 2003 for misbehavior. RSO, DEA and NAS continue to gather
increasing evidence and information pointing to the fact that the GOB suffers from serious corruption
problems at all levels.

Agreements and Treaties. Belize has been a party to the 1988 UN Drug Convention since 1996. In
July 2002, Belize ratified a stolen vehicle treaty with the U.S. Five stolen cars were investigated by the
National Insurance Crime Bureau (NICB) and were successfully returned to the U.S. under the treaty.
In September 1997, the GOB signed the National Crime Information Center Pilot Project Assessment
Agreement, which allows for sharing of information and data between the U.S. and Belize. In 1992,
Belize set the standard for maritime counternarcotics cooperation in the region by signing the first
Maritime Counter Drug Agreement with the U.S. The GOB and the U.S. signed an Over Flight
Protocol to the 1992 Maritime Agreement in April 2000 and placed a request for more joint operations
under the Sea Rider Agreement in June 2003. A new Extradition Treaty entered into force in March
2001, and one individual on the “United States Marshals Service 15 Most Wanted” list was extradited
under that treaty. The U.S.-Belize Mutual Legal Assistance Treaty (MLAT) entered into force in July
2003; Belize has been extremely responsive, primarily through its Financial Intelligence Unit, in
executing requests under this treaty. Belize is a party to the Inter-American Convention Against
Corruption.

Drug Flow/Transit. Maritime routes along Belize's lengthy coastline, remote border crossings and
navigable inland waterways are the suspected means for trafficking narcotics through Belize to
Mexico, Guatemala, and the U.S. The major narcotics threat in Belize is cocaine transshipment
through Belize waters for onward shipment to the U.S. Cargo guards protect shipments of cocaine.
Mexicans and Colombians carry automatic weapons and are considered extremely dangerous. These
circumstances, coupled with the lack of visibility at night and the vegetation concentrated on the
mangroves, makes sea duty hazardous. The primary means for smuggling drugs are go-fast boats
transiting the reef system; traffickers can operate in relative safety due to numerous hiding spots and
shallow water. Often the drugs are off-loaded on the ocean side near the barrier reef to smaller vessels.
These vessels freely transit inside Belize waters due to the lack of adequate host nation resources and
interdiction capabilities, including equipment, vessels, personnel, and other items deemed necessary,
as well as a lack of critical information, such as locations and times of delivery.

Once cocaine is delivered to Belize, it moves northward—often along the northern highway. This
highway leads to the Corozal commercial free zone as well as the Santa Elena Belize/Mexico border
crossing. Trafficker exploitation of several unguarded remote border crossings and lax customs
enforcement contribute to cross-border operations.

Three deserted airplanes suspected of hauling large drug shipments were found in the latter half of
2003. One Antonov Russian cargo plane landed in the Northern District of Blue Creek and was
suspected of hauling 2,000 kilograms of cocaine. These discoveries signal that air trafficking has
continued to increase in Belizean airspace. It is suspected that river “wet drops” have also increased.

Intelligence suggests that the Colombian drug cartels have established partnerships with Mexican drug
cartels, creating an increase of Mexican drug trafficking activities in Belize. It has also been confirmed
that these Mexicans have been masterminding clandestine aircraft and sea vessel drug operations
within Belize. The local Belizean drug trafficker merely provides resources and assists in the load
transiting Belizean territory into Mexico while the Mexicans are fully in charge and responsible for the
operation's success.
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IV. U.S. Policy Initiatives and Programs

U.S. Policy Initiatives and Bilateral Cooperation. The U.S. strategy in Belize continues to focus on
assisting the GOB to develop a sustainable infrastructure to combat its drug problems effectively. In
2003, USG support included: counternarcotics and law enforcement assistance, which provided the
host nation with equipment and training for the Belize police department's counternarcotics unit and
canine branch, as well as the Belize Defense Force; and training for the Department of Immigration
and the Customs and Excise Department, as well as the magistrate, supreme courts and the Director of
Public Prosecution's Office. Under DEA leadership, an Airport Anti-Drug Task Force was established
in October 2003, comprised of the Police Department, Immigration, Customs and the Airport Canine
Unit. The USG also responded to a request by the International Airport to purchase new narcotic and
explosive detection canines to reinstate a canine program that has been extremely effective in the past.
The U.S. Coast Guard and the U.S. Southern Command, including JIATF-E and JTF-Bravo among
others, have responded to GOB requests for training and logistics support for counternarcotics
activities.

The Road Ahead. Given frequent changes in trafficking routes and Belize's lack of maritime and air
assets, the potential remains for Belize to become an ever-increasing transshipment point for cocaine.
Local marijuana cultivation necessitates continual monitoring and periodic eradication. After five
years in power, the People's United Party continues to advocate combating drug trafficking and
associated crime as a top priority, but avoids providing the appropriate units with resources. U.S.
Mission support should continue to focus on supporting police counternarcotics units and the task
force within the airport, providing improved communications and technology for all law enforcement
branches, and improving Belize's Rule of Law infrastructure. Improvements in communications,
collection of crime scene evidence and forensic examination, and increased training within the
Prosecution office are currently being pursued, and seem to point the way toward a stronger criminal
justice system in Belize.
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Canada

|. Summary

The Government of Canada (GOC) seeks to reduce the harm caused by illicit drugs within its borders.
Health Canada is the ministry charged with overall coordination of the nation's counternarcotics
strategy, although other federal departments, municipal and provincial/territorial governments are fully
involved in addressing control of illicit drugs. Internationally, Canadian law enforcement coordinates
closely with U.S. counterparts to stem the flow of narcotics into North America and to combat
transnational organized crime. Canada is a party to the 1988 United Nations Drug Convention Against
[llicit Trafficking in Narcotic Drugs and Psychotropic Substances.

In 2003, the GOC promulgated key regulations to help the GOC to monitor and control firms and
transactions involving chemical precursors. The regulations, which implement legislation passed in
1996, are an important first step in making it more difficult for traffickers to obtain precursor
chemicals and over-the-counter drugs needed to produce illicit synthetic drugs; however, Canada
remains a source and transit country for precursor chemicals and marijuana destined for the United
States, including higher-potency hydroponically-grown marijuana. The GOC proposed cannabis
reform legislation (Bill C-38) that included alternate sentencing in cases involving possession of small
amounts of marijuana intended for personal use—civil penalties (fines) rather than criminal charges—
and increased criminal penalties for drug traffickers. The bill died under procedural rules in
November, but was reintroduced in February 2004 by the new government, led by Liberal Party
Leader Paul Martin.

Il. Status of Country

In recent years, Canada has been a significant producer (from imported bulk materials) and transit
country for precursor chemicals and over-the-counter drugs that are used to produce illicit synthetic
drugs. Regulations effective in early 2003, however, require the licensing of Canadian companies to
import, export, produce, or distribute precursor chemicals. This is a positive first step that makes it
more difficult for criminals to divert precursor chemicals into the U.S. or other countries.

Pseudoephedrine (PSE), a common cold remedy and the main component in the manufacturing of
methamphetamine, is legally imported into Canada from China, India, and Germany. Based on
seizures and arrests in the United States in recent years, U.S. law enforcement authorities estimate that
a significant portion of the PSE imported into Canada has been diverted to the United States for the
production of illicit drugs. In 2003, however, DEA reported a significant drop in seizures of Canadian-
sourced PSE, indicating a possible decline in diversion; as of September 15, U.S. authorities had
seized 8.8 million Canadian-sourced tablets compared with 22 million tablets in 2002. Other precursor
chemicals available in Canada and used in the production of synthetic drugs are sassafras oil,
piperonal, and gamma butyrolactone (GBL). These precursors are used in the manufacturing of ecstasy
(medthylenedioxymethamphetamine or MDMA), methylenedioxyamphetamine (MDA), and gamma
hydroxybutyrate (GHB). A variety of synthetic drugs are also produced in Canada, including MDA
and GHB, and are trafficked into the United States.

Cannabis cultivation, much of it destined for the United States, continues to expand throughout the
country and is a serious concern for both governments. While the GOC does not produce annual
production estimates, the Royal Canadian Mounted Police (RCMP) has, since 1998, estimated annual
production of marijuana at approximately 800 metric tons (MT), based on seizures and average yield
per plant. However, the a significant increase in marijuana seizures by U.S. law enforcement along the
U.S.-Canada border, from 26,435 pounds in 2002 to 48,087 pounds in 2003, has led U.S. analysts to
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believe that production in Canada may be higher than previously estimated. In addition, productivity
appears to be increasing. Vietnamese organizations, for example, have developed technologically-
advanced methods to produce high-THC level marijuana in hydroponic hothouses. Canadian law
enforcement officials have also seized a few aeroponic installations, in which the roots are suspended
in mid-air and sprayed regularly with a fine midst of nutrient-enriched water. Multi-thousand plant
operations are no longer uncommon in Canada, and the RCMP has destroyed over 1.1 million plants in
each of the last five years. Canadian law enforcement agencies have made considerable efforts to
target criminal organizations involved in marijuana production, this is made more difficult by limited
resources, increasing cultivation, and the minimal penalties imposed on growers by many courts.

Canada is also a significant consuming country of illicit drugs.

According to the RCMP, outlaw motorcycle gangs and Asian, Colombian, and Italian-based criminal
organizations cooperate with one another to varying degrees in the trafficking and distribution of
illegal drugs. Asian-based organized crime dominates the trafficking of heroin from Southeast Asia to
Canada. The RCMP estimates that one to two tons of heroin are required annually to meet the demand
of Canada's estimated 25,000 to 40,000 heroin users. Cocaine trafficking and distribution appears to
involve a number of organized crime groups as well as individual carriers and sellers, Canadian or
foreign. The RCMP estimates that approximately 15 to 24 metric tons of cocaine enter Canada
annually, originating in South America and often transiting through Jamaica and the United States. In
addition to substantial domestic production, Canada imports marijuana from abroad. In 2002,
Canadian authorities seized nearly 3 metric tons of foreign marijuana coming from the United States,
Mexico, Colombia, the Caribbean, the Middle East, and to a lesser degree, Thailand and Morocco. The
RCMP reports that ecstasy (MDMA) imports into Canada have been increasing over the past several
years and law enforcement officials in Canada seized 1.7 million ecstasy tablets during 2003. Though
small-scale production occurs in Canada, it is Netherlands-based traffickers who bring the bulk of the
ecstasy supply into Canada from Western Europe. The RCMP estimates that the drug trade in Canada
generates over $3 billion in criminal proceeds at the wholesale level and $13.5 billion at the street
level. Drug use among Canada's youth appears to be increasing; a Health Canada study in 2003
reported that 50 percent of Canadian youth between the ages of 16 and 19 have tried marijuana more
than once.

lIl. Country Actions Against Drugs in 2003

Policy Initiatives. The GOC recognized that Canada needed to adopt a regulatory and administrative
framework to better control precursor chemicals. Regulations, promulgated in 2002, took effect in
January 2003, which implemented provisions of the Controlled Drugs and Substances Act. The new
system strengthens Canada's ability to monitor and control precursors and other substances used in the
clandestine manufacturing of synthetic drugs. Companies must now be properly licensed in order to
import, export, produce, or distribute precursor chemicals. As of November 2003, the GOC had
granted licenses to almost 300 companies and issued over 400 export and 800 import permits for class
A precursors. The new regulations encourage legitimate companies to work with Canadian authorities
to identify suspicious trafficking activity; however, reporting of such activity is voluntary rather than
compulsory and companies are not required to undergo mandatory on-site visits prior to being
registered. Also, the regulations do not grant law enforcement officials access to all records of
regulated transactions.

In May 2003, the GOC introduced cannabis reform legislation that, inter alia, included alternate
sentencing for possession of small, personal-use amounts of marijuana. Had the legislation passed, an
adult caught with 15 grams or less of marijuana (equivalent to about 20 cigarettes) would have
received a fine of $115 and a minor, a fine of $75. The legislation died when Parliament prorogued on
November 12, although it was reintroduced by the new government in February 2004. Canadian law
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currently provides for the legal use of marijuana for medical purposes and Health Canada was
instructed in 2003 to make marijuana available to some 700 Canadians with medical authorization. An
Ontario court of appeals ruled in October that ill people may grow their own marijuana supply or
obtain it from designated growers. The ruling closed a loophole, created by a previous court decision,
which had effectively invalidated Canada's marijuana possession law as unconstitutional because it
failed to provide exemption for medical use. In December 2003, Canada’s Justice Department
announced that it would not prosecute the approximately 4,000 people who were charged with
possession of marijuana during this period of legal confusion.

In September 2003, the provincial government of British Columbia opened a supervised drug injection
site in the Downtown Eastside area of Vancouver, home to an estimated 4,000 injection drug users.
The pilot project, the first of its kind in North America, will cost an estimated $1.5 million a year to
operate. British Columbia is financing the project, although Health Canada has committed $1.15
million to fund research. Vancouver city officials hope that the injection site will reduce the number of
heroin deaths in the city as well as decrease the spread of HIV and Hepatitis C from intravenous drug
use.

On December 12, Prime Minister Paul Martin announced a major initiative to create a new Ministry of
Public Safety and Emergency Preparedness (PSEP). The new Ministry incorporates the law
enforcement and public security activities of the former Office of the Solicitor General with additional
functions of critical infrastructure protection and emergency preparedness; it will also add a National
Crime Prevention Centre. In addition, a new Canada Border Services Agency will build on the
Canada-U.S. Smart Border Initiative and the progress being made in expediting trade and travel while
enhancing security with respect to high-risk arrivals. A new National Security Advisor to the Prime
Minister in the Privy Council Office has been appointed and a new Cabinet Committee on Security,
Public Health, and Emergencies established to manage national security and intelligence issues and
activities and coordinate government-wide responses to all emergencies, including public health,
natural disasters and security.

Accomplishments. In May 2003, the GOC announced the renewal of its comprehensive drug strategy.
Health Canada committed $186 million over five years to reducing both the demand for, and the
supply of, illegal drugs in Canada. The renewed strategy will attempt to accomplish its goals through
education, prevention, and health promotion initiatives, as well as stronger enforcement efforts. The
strategy also provided new funding for statistical research on Canadian drug trends to enable more
informed decision-making.

Law Enforcement Efforts. In April 2003, the DEA and RCMP announced the arrest of over 65
individuals in ten cities across the United States and Canada. The investigation, dubbed Operation
Northern Star, targeted the entire methamphetamine trafficking process, including the suppliers of
precursor chemicals, chemical brokers, transporters, manufacturers, distributors, and money
launderers. The 34,000 pounds of pseudoephedrine seized in the investigation could have produced
approximately 20,000 pounds of methamphetamine.

In May, the RCMP seized approximately 1.4 metric tons of cocaine in international waters in Project
Outer Limits, the fifth largest single seizure of cocaine in Canadian history, with a street value of $105
million. In December, RCMP and Canada Customs seized 200 kilograms of ecstasy, the largest
amount of this drug ever seized in Canada. In September, an interagency police operation netted over
12,000 marijuana plants in eastern Ontario, worth an estimated street value of over $9 million.

Corruption. Canada holds its officials and law enforcement personnel to a very high standard of
conduct and has strong anticorruption controls in place. Government personnel found to be engaged in
malfeasance of any kind are removed from office and are subject to prosecution. Investigations into
accusations of wrongdoing and corruption by government officials are thorough and credible. As a
matter of government policy, Canada neither encourages nor facilitates illicit production or
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distribution of narcotic or psychotropic drugs or other controlled substances, or the laundering of
proceeds from illegal drug transactions.

Cultivation/Production. Cannabis cultivation, because of its profitability and relatively low risk, is a
thriving industry in Canada. While the GOC does not produce a national estimate of cannabis
production, the RCMP has estimated it at around 800 metric tons for many years; however, the USG
believes that the figure could be much higher. Law enforcement officials seized approximately 1.1
million plants in raids in 2003. While outdoor cultivation continues, use of indoor grow operations is
increasing because it allows production to continue year-round; they are also becoming larger and
more sophisticated. Canadian law enforcement authorities estimate that marijuana cultivation in
British Colombia alone represents a $1 billion dollar a year growth industry with a sizable amount of
the harvest being smuggled in to the United States. Nationwide, marijuana production generates an
estimated $4 billion in criminal proceeds annually.

Drug Flow/Transit. Drugs are smuggled into Canada for domestic use and for transshipment to the
United States. Some illicit drugs destined for Canada come from or through the U.S. Heroin and
marijuana arrive by both sea and land; cocaine and hashish arrive primarily by sea. Traffickers use
couriers, commercial shipments, and international mail to move drugs.

Domestic Programs (Demand Reduction). Health Canada is the focal point for the nation's drug
control policy and emphasizes demand reduction as an integral component of its drug control strategy.
In an effort to decrease demand, Health Canada has financed a number of public education campaigns,
many with a specific focus on youth. The GOC, along with NGOs, also offers extensive drug abuse
prevention programs. Drug treatment courts in Vancouver and Toronto offer alternatives to jail for
convicted drug abusers facing incarceration for non-violent drug possession offenses.

Agreements and Treaties. Canada is a party to the 1988 UN Drug Convention, the 1971 UN
Convention on Psychotropic Substances, and the 1961 UN Single Convention on Narcotic Drugs as
amended by the 1972 Protocol. Canada is a party to the Inter-American Convention on Mutual Legal
Assistance in Criminal Matters and the Inter-American Convention Against the Illicit Manufacturing
of and Trafficking in Firearms, Ammunition, Explosives and Other Related Materials. Canada has also
signed the Inter-American Convention Against Corruption. Canada has ratified the UN Convention
against Transnational Organized Crime. Canada has ratified all 12 United Nations Security Council
Resolutions pertaining to terrorist financing.

Canada actively participates in international activities aimed at eliminating illicit drugs. In November
2003, Canada assumed the Chairmanship of the Organization of American States’ Inter-American
Drug Abuse Control Commission (CICAD) at its meeting in Montreal. In 2003, Canada provided
technical assistance and $115,000 to CICAD for specific projects, including developing partnerships
between health and law enforcement officials on drug issues. The GOC participates actively in the
Dublin Group and the Commission on Narcotic Drugs (CND) of the United Nations Office on Drugs
and Crime (UNODC).

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. Canada and the United States have an extensive cooperative law enforcement
relation. The two countries collaborate closely at both the federal and state/local levels, and this also
extends into the multilateral arena. The principal bilateral cooperative forum is the annual Cross-
Border Crime Forum, which engages policymakers in a joint effort to guide that relationship and to
enhance coordination. The Forum’s technical working groups continue to identify areas and priorities,
such as intelligence sharing, where the two countries can better advance a common agenda.
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In 2001, the U.S. Department of Justice and the Canadian Department of the Solicitor General released
a joint report assessing the common threat posed by the cross-border illegal drug trade; this is
currently being updated. In addition, Project North Star is an ongoing mechanism for operational
coordination. The two governments also have broad array of agreements in place to facilitate
cooperation in legal matters, such as the extradition and mutual legal assistance treaties, an
information-sharing agreement, and an asset sharing agreement.

Canada is one of the USG' principal extradition partners.

The RCMP and U.S. law enforcement agencies provide reciprocal direct access to each other's
criminal databases, including the Canadian Police Information Center (CPIC), a firearms identification
database, and a unique automotive paint chip database. Canadian law enforcement benefits from
access to the El Paso Intelligence Center (EPIC) and the USG's tactical National Drug Intelligence
Center (NDIC). However, some aspects of Canada’s criminal justice system, such as Canada’s strict
privacy laws, limits timely information exchange in some areas.

The Road Ahead. The U.S. is confident that law enforcement cooperation and coordination with
Canada will continue to expand in the future. The GOC has taken important steps to enhance the
capabilities of Canadian law enforcement to confront the growing threat of international organized
crime, drug trafficking, and money laundering. For the year ahead, the USG remains particularly
interested in the issue of precursor chemicals, and hopes that the chemical control regulations enacted
by Canada in 2003 can be further strengthened to become an even more effective instrument in the
effort to stem the diversion of these chemicals into the United States or other countries. Given the
impact of Canadian-produced marijuana on the U.S., the USG is concerned about the possible
negative consequences that some aspects of the proposed cannabis reform package could have on
trafficking or on international cooperation, and hopes that international considerations are taken into
account as the legislative process proceeds.

To further improve cooperation with Canada, the USG is committed to: support Canadian efforts to
further strengthen chemical control legislation and regulatory practices, consistent with international
standards and practices; maintain and expand two-way intelligence sharing to include the timeliness
and relevance of information provided; expand professional exchanges and cooperative training
activities between our law enforcement agencies; work with the GOC to increase the risks and
penalties for criminals engaged in drug trafficking and other organized crimes; maintain joint cross-
border investigations and operations; and to actively promote drug abuse awareness and prevention,
particularly among our young people.

139



INCSR 2004 Part |

Costa Rica

|. Summary

Costa Rica serves as a transshipment point for narcotics from South America to the United States and
Europe. The bilateral Maritime Counterdrug Cooperation Agreement, which entered into force in late
1999, continues to improve the overall maritime security of Costa Rica and serves as an impetus for
the professional development of the Costa Rican Coast Guard. Costa Rican law enforcement officials
continue to demonstrate growing professionalism and reliability as USG partners in combating
narcotics trafficking and dealing with ever-changing drug smuggling methods. The amount of illicit
narcotics seized in Costa Rica increased dramatically in 2003, almost doubling in the case of cocaine
and more than doubling in the case of heroin. The Government of Costa Rica (GOCR) continued to
implement a 2002 narcotics control law that criminalized money laundering and created a
Counternarcotics Institute to coordinate the GOCR's efforts in the areas of intelligence, demand
reduction, asset seizure, and precursor chemical licensing. Costa Rica is a party to the 1988 UN Drug
Convention.

Il. Status of Country

Costa Rica's location astride the Central American isthmus makes the country an attractive
transshipment area for South American-produced cocaine and heroin destined primarily for the United
States. The difficulty of maritime interdiction in Costa Rican waters is exacerbated by a total maritime
jurisdiction that is more than 11 times the size of Costa Rica's land mass. These territorial waters are
used for both transshipment of illegal drugs and refueling operations in which fishing vessels re-
supply go-fast boats. In 2003, 2660 kilos of cocaine were seized in Costa Rica's Eastern Pacific.
Traffickers along northbound maritime routes continued to use routes through Costa Rica's Pacific
Exclusive Economic Zone and those further out to sea in the Eastern Pacific. In the last quarter of CY
2003, two seizures of 500 kilos of cocaine, one of 127 kilos and one of 67 kilos, suggest traffickers'
efforts to smuggle sizable quantities of cocaine by land, a method that had not been seen in Costa Rica
since 1998.

The amount of illicit narcotics seized in Costa Rica increased dramatically in 2003, almost doubling in
the case of cocaine and more than doubling in the case of heroin. The GOCR runs an effective airport
interdiction program aimed at passengers and the Embassy has worked with its counterparts to extend
that success to cargo inspection at the Juan Santamaria International Airport. A similar effort is
underway in the seaports of Limon and Caldera; however, clear legal authority for onboard inspection
of containers and ships has yet to be established. This legal impediment and a lack of sufficient export
control procedures for effective identification and inspection of high-risk cargo continue to present
challenges.

Costa Rica has a stringent governmental licensing process for the importation and distribution of
controlled precursor and essential chemicals and prescription drugs. Local consumption of illicit
narcotics including crack cocaine and “club drugs,” along with the violent crimes associated with such
drug use, are growing concerns to Costa Ricans. Costa Rican investigators made two seizures of
ecstasy pills in the last quarter of 2003 that were significant by local standards, the first of 211 pills on
October 30 and the second of 1051 pills on December 5. These two seizures suggest increased
consumption in Costa Rica and the potential use of Costa Rica as a transshipment point for “club
drugs.” In September 2003, Costa Rican authorities made the first recorded seizure of indoor
hydroponic cannabis in Central America, raising concern over the possible export of high-quality
cannabis. The GOCR is directing more resources to address the serious threats posed by narcotics
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trafficking but budgetary limitations continue to constrain the capabilities of law enforcement
agencies.

lIl. Country Actions Against Drugs in 2003

Policy Initiatives. The 1999 bilateral Maritime Counterdrug Cooperation Agreement and the Coast
Guard Professionalization Law passed in 2000 have continued to catalyze the professional
development of the Costa Rican Coast Guard. The Agreement, the first comprehensive six-part
agreement in the region, has been instrumental in improving the overall maritime security of Costa
Rica. The Costa Rican Coast Guard Academy established its permanent home in Golfito on the
southwest Pacific Coast in 2002, and has thus far graduated 75 officials. On April 10, nine countries—
Costa Rica, the Dominican Republic, France, Guatemala, Honduras, Haiti, the Netherlands,
Nicaragua, and the United States—signed the “Agreement Concerning Co-operation in Suppressing
[llicit Maritime and Aeronautical Trafficking in Narcotics Drugs and Psychotropic Substances in the
Caribbean Area” in San Jose. Subsequently, Jamaica signed, bringing the total number of signatories
to ten. While the agreement is not yet in force, the GOCR serves as the agreement's depository. The
Costa Rica Counternarcotics Institute does develop an annual counternarcotics plan; however,
resource limitations frustrate full implementation of the plan.

Accomplishments. Relations between U.S. law enforcement agencies and GOCR counterparts,
including the Judicial Investigative Police Narcotics Section, the Ministry of Public Security Drug
Control Police, the Coast Guard, and the Air Surveillance Section, remain close and productive,
resulting in regular information sharing and joint operations. Evidence in 2003 of the USG's
confidence in GOCR counterparts included the first-ever transfer by the USG to the GOCR, following
a seizure on the high seas, of a significant amount of cocaine (1,360 kilograms) for destruction and a
defendant for prosecution. In 2003, the Costa Rican Coast Guard, the U.S. Coast Guard and JIATFS
conducted one joint counternarcotics operation. The refueling of two Costa Rican patrol craft in blue
water made this another successful combined maritime operation and demonstrated again that Costa
Rican vessels are a true force multiplier for the U.S. maritime interdiction effort.

Law Enforcement Efforts. The primary counternarcotics agencies in Costa Rica are the Judicial
Investigative Police, under the Supreme Court, and the Ministry of Public Security's Drug Control
Police. The Judicial Investigative Police operate a small, but highly professional, Narcotics Section
that specializes in investigating international narcotics trafficking. The Drug Control Police investigate
both domestic and international drug smuggling and distribution, and are responsible for airport
interdiction as well as land-based interdiction at the primary ports of entry. Both entities routinely
conduct complex investigations of drug smuggling organizations, resulting in arrests and the
confiscation of cocaine and other drugs, using the full range of investigative techniques permitted
under the country's progressive counternarcotics statutes.

Agents of the Drug Control Police have increased the threat to overland trafficking through the
effective use of contraband detectors/density meters at both northern and southern borders, resulting in
seizures of cocaine hidden within tractor-trailers. The Drug Control Police achieved a milestone in
2003 by initiating intelligence and enforcement action that resulted in arrests in Costa Rica and New
York. The effectiveness of the Costa Rican investigation led to the seizure of six kilograms of heroin
and the indictment of 15 individuals in the Southern District of New York. Given the threat posed by
trafficking via commercial air cargo and container shipments, increased attention was given in 2003 to
training counterparts in the Ministry of Finance's Fiscal Control Police and Customs Agency. Efforts
continued in 2003 to link local law enforcement resources with the private sector through the Business
Anti-Smuggling Coalition (BASC) program. In September, a Costa Rican BASC member provided
information to the Embassy that led to the seizure by U.S. Customs and DEA of 48 pounds of cocaine
from a container ship in Ft Lauderdale, Florida.
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Corruption. The commitment to combat public corruption reaches to the highest levels of the GOCR.
President Pacheco has worked aggressively to deter corruption among public officials. Vice President
Saborio leads the National Council on Citizen Security and Participation that is charged with
implementation of initiatives that encourage good governance and public sector transparency. The
National Commission for the Improvement of Justice Administration is an umbrella organization
responsible for promoting anticorruption awareness and transparency principles in the government and
private sectors. Its work encompasses projects addressing judicial training and civic education,
including instruction on fundamental rights for Costa Rica's indigenous population, human rights, and
training programs in prisons. U.S. law enforcement agencies consider the public security forces and
judicial officials to be full partners in counternarcotics investigations and operations with little or no
fear of compromise to on-going cases. To the best of the United States' knowledge, no senior official
of the GOCR engages in, encourages, or facilitates the illicit production or distribution of such drugs
or substances, or the laundering of proceeds from illegal drug transactions. In December 2003, the
GOCR signed the UN Convention Against Corruption. The Embassy is working with the Ministries of
Finance and Public Security to reinforce the commitment against corruption through the enhancement
of anticorruption mechanisms at each ministry.

Agreements and Treaties. The six-part bilateral Maritime Counterdrug Cooperation Agreement
continues to serve as the model maritime agreement for Central America and the Caribbean. The
agreement has promoted closer cooperation in the interdiction of maritime smuggling and permitted
the interdiction of 15,903 kilograms of illicit drugs in Costa Rica's Exclusive Economic Zone by U.S
Coast Guard and Navy vessels since 1999. Results of the agreement in 2003 include one combined
maritime counternarcotics operation, 16 U.S. law enforcement ship visits to Costa Rica in support of
Eastern Pacific and Caribbean counternarcotics patrols, and a number of search and rescue cases by
USQG assets. The United States and Costa Rica have had an extradition treaty in force since 1991. The
treaty is actively used for the extradition of U.S. citizens and third-country nationals, but Costa Rican
law does not permit the extradition of its own nationals. Costa Rica has ratified the Inter-American
Convention Against Corruption and signed the UN Convention Against Corruption. Costa Rica
ratified a bilateral stolen vehicles treaty in October 2002. Costa Rica is a party to the 1988 UN Drug
Convention, the 1961 Single Convention on Narcotic Drugs, as amended by its 1972 Protocol, and the
1971 Convention on Psychotropic Substances.

Costa Rica and the United States are also parties to bilateral drug information and intelligence sharing
agreements dating from 1975 and 1976. Costa Rica is a member of the Caribbean Financial Action
Task Force and the Egmont Group. It is also a member of the Inter-American Drug Abuse Control
Commission of the Organization of American States (OAS/CICAD). Costa Rica has signed the UN
Convention against Transnational Organized Crime, the Protocol to Prevent, Suppress and Punish
Trafficking in Persons, and the Protocol against the Smuggling of Migrants, and the Protocol against
the Illicit Manufacturing of and Trafficking in Firearms. Costa Rica asserted its leadership on
trafficking issues in 2003 by promoting the creation of a regional database to monitor child sexual
exploitation through the Regional Commission on Migration.

Cultivation/Production. Marijuana cultivation is relatively small-scale and generally found in remote
mountainous areas near the Panamanian border, in the Caribbean region near Limon and Talamanca,
and the Valle del General on the southern Pacific coast. Such cultivation is sometimes intermixed with
legitimate crops. Joint eradication operations are periodically carried out under the auspices of
“Operation Central Skies,” utilizing U.S. Army air assets. Over six million marijuana plants have been
destroyed to date during these operations. In 2003, the Costa Rican Air Section and the Drug Control
Police demonstrated an ability to conduct eradication operations independent of USG assistance, while
seizing 448,000 plants. The quantity of plants eradicated suggests that marijuana is not being exported
from Costa Rica. The first-ever seizure of hydroponic marijuana in 2003 created a concern that Costa
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Rica could become a distribution point for this drug. Costa Rica does not produce other illicit drug
crops.

Drug Flow/Transit. The last half of 2003 witnessed a return to sizable overland shipments transiting
Costa Rica in truck compartments, dump truck loads and car compartments that were characteristic of
trafficking trends before 1999. GOCR officials have made numerous seizures at the international
airport in San Jose, typically from departing passengers. Along with traditional body carrying
methods, counternarcotics law enforcement personnel have uncovered some novel modes of
concealment. The recent trend of increased trafficking of narcotics by maritime routes has continued,
with indications that maritime traffickers solicit Costa Rican-flagged fishing vessels to serve as
refueling vessels for northbound go-fast boats in the Costa Rican exclusive economic zone. Costa
Rican internal drug use is mostly limited to marijuana, cocaine, and crack, but ecstasy is increasing in
popularity among young adults. LSD and heroin have also been detected.

Domestic Programs (Demand Reduction). Costa Ricans have become increasingly concerned over
local consumption, especially of crack cocaine and ecstasy. Abuse appears highest in the Central
Valley (including the major cities of San Jose, Alajuela, Cartago, and Heredia), the port cities of
Limon and Puntarenas, the north near Barra del Colorado, and along the southern border. The
Prevention Unit of the Costa Rica Counternarcotics Institute oversees drug prevention efforts and
educational programs throughout the country, primarily through well-developed educational programs
for use in public and private schools and community centers. In November 2003, the Institute
launched a country-wide campaign against ecstasy use with print, television and radio spots; web site
information and training programs involving community leaders in contact with the target audience.
The Institute and the Ministry of Education distribute demand reduction materials to all public school
children. The Costa Rican Drug Abuse Resistance Education (DARE) Foundation, modeled after its
U.S. counterpart, conducts drug awareness programs at over 500 public and private schools.

IV. U.S. Policy Initiatives and Programs

U.S. Policy Initiatives. The principal U.S. counternarcotics goal in Costa Rica is to reduce the transit
of drugs to U.S. markets. Means of achieving that goal include: reducing the flow of illicit narcotics
through Costa Rica; enhancing the effectiveness of the criminal justice system; reducing the use of
Costa Rica as a money laundering center by strengthening enforcement of controls against such
activities and encouraging the enactment of stricter controls on offshore banking; supporting efforts to
locate and destroy marijuana fields; and the continued targeting of high level trafficking organizations
operating in Costa Rica. Specific initiatives include: continuing to implement the bilateral Maritime
Counterdrug Cooperation Agreement; enhancing interdiction of drug shipments by improving the
facilities and training personnel at the northern border crossing of Penas Blancas; enhancing the ability
of the Air Section of the Public Security Ministry to respond to illicit drug activities by providing
equipment and technical training; improving law enforcement capacity by providing specialized
training and equipment to the Judicial Investigative Police Narcotics Section, the Drug Control Police,
the Intelligence Unit of the Costa Rica Counternarcotics Institute, the National Police Academy, and
the Customs Control Police; and increasing public awareness of dangers posed by narcotics trafficking
and drug use by providing assistance to Costa Rican demand reduction programs and initiatives. The
single formal border crossing between Costa Rica and Nicaragua at Penas Blancas provides a unique
opportunity for law enforcement officials to reduce northbound overland cocaine trafficking through
Central America via the Pan-American Highway. There are no secondary crossing points or alternative
routes on the Costa Rican-Nicaraguan border to bypass this main checkpoint, except for routes that
require use of a four-wheel drive vehicle. The U.S. Embassy is nearing completion of an enhanced
port-of-entry/exit facility for greater border control. This facility will have the potential for future
expansion to allow for southbound inspections seeking traffic in illegal arms, currency, precursor
chemicals and stolen equipment. This facility is expected to be completed in January 2004. A Mobile
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Enforcement Team (MET) possessing specialized vehicles and equipment was inaugurated in 2003.
The team—an interagency effort of canine units, drug control units, customs police and the
Counternarcotics Institute—will supplement interdiction efforts at the inspection station. In November
2003, the MET participated in the first joint deployment of MET vehicles in a cross-border operation
with Nicaraguan counterparts. The U.S. Customs Service and the DEA will continue to train MET
officers.

Bilateral Cooperation. The Department of State allocated $1.9 million appropriated under Title III,
Chapter 2, of the Emergency Supplemental Act, 2000, as enacted in the Military Construction
Appropriations Act (P.L. 106-246) for expanded assistance to the Costa Rican Coast Guard consistent
with the MOU on Maritime Assistance and the Maritime Agreement. This assistance is designed to
enhance Costa Rican and U.S. maritime security through the development of a professional Coast
Guard. In 2003, USG assistance provided numerous U.S. Coast Guard training programs, over $100K
in maintenance and spare parts for the three U.S. donated 82-ft patrol boats, completed construction on
a Coast Guard Station in Quepos on the Pacific coast, and continued funding support for a U.S. Coast
Guard Advisor and a contract maritime engineering advisor position. The U.S. also provided increased
information sharing on suspect vessel and air traffic movements near Costa Rica. The U.S. Embassy
hosted a series of seminars on the law of maritime interdiction and boarding procedures that brought
together Costa Rican Coast Guard officers, prosecutors and judges. The Embassy used the same inter-
agency approach to provide a training series on law enforcement techniques related to border control
and cargo inspection to five police organizations. Increased emphasis on operations that combine the
forces of various law enforcement entities is anticipated in the next year. The United States acquired
upgraded computers, peripheral equipment, and software for the Ministry of Public Security's Drug
Control Police, Air Surveillance Section, and Migration Section; the Judicial Investigative Police
Narcotics Section; the Public Prosecutor's Economic Crimes Section and Sex Crimes Section; and the
Costa Rica Counternarcotics Institute's Financial Analysis Unit, Intelligence Unit and Precursor
Chemicals Unit. Surveillance Vehicles were purchased for the Drug Control Police and Judicial
Investigative Police Narcotics Section. A training package, four canines and a transport van were
donated to the Ministry of Public Security's Canine Section.

The Road Ahead. The U.S.-sponsored, $2.2 million Costa Rican Coast Guard Development Plan was
completed in 2003. Subject to the availability of funds, the United States will continue to provide
technical expertise, training, and funding to professionalize Costa Rica's maritime service and enhance
its capabilities to conduct U.S. Coast Guard-style maritime law enforcement, marine protection, and
search and rescue operations within its littoral waters in support of the bilateral Maritime Counterdrug
Cooperation Agreement. Funding will also be sought for a Coast Guard Advisor. The United States
seeks to build upon the on-going successful maritime experience by turning more attention and
resources to land interdiction strategies, including expanded coverage of airports and seaport facilities.
The centerpiece of this expanded focus will be the inauguration of the Penas Blancas Inspection
Station. In conjunction with the Inspection Station, GOCR counternarcotics agencies' interdiction
capabilities will be enhanced through the continued in-country presence of a USG technical advisor
from the U.S. Customs Service. The United States will cooperate with the GOCR in its efforts to
professionalize its public security forces and implement and expand controls against money
laundering.
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El Salvador

|. Summary

El Salvador is a transit country for narcotics, mainly cocaine and heroin. In 2003, the Government of
El Salvador (GOES) passed a new counternarcotics law. The Forward Operating Location (FOL)
facilities were expanded, and Salvadoran law enforcement cooperated with U.S. authorities on cases
that led to the indictment in the U.S. of six major foreign drug traffickers. The National Civilian Police
(PNC) increased their seizures of heroin. While El Salvador is not a major financial center, assets
forfeited and seized as the result of money laundering or other crimes amounted to $4.23 million
dollars in 2003. Salvadoran authorities complied with resolutions regarding terrorist assets and did not
find assets from individuals or entities on the terrorism lists.

Il. Status of Country

Located in the isthmus between the U.S. and the major drug producing nations, El Salvador is a transit
point for trafficking. Cocaine and heroin are the most commonly trafficked drugs. Climate and soil
conditions are unfavorable for coca cultivation. Precursor chemical production, trading, and transit are
not significant problems.

lIl. Country Actions Against Drugs in 2003

Policy Initiatives. According to the Salvadoran Anti-Drug Commission (COSA), progress in
implementing the 2002-2008 National Anti-Drug Plan, the counternarcotics master plan of the
Salvadoran Government (GOES), was made in the categories of 1) prevention, treatment,
rehabilitation, and social reintegration; 2) research, information, and statistics; 3) substance control;
and 4) law enforcement. In addition, the Salvadoran Legislature passed a new counternarcotics law.

Accomplishments. A significant development in achieving or maintaining compliance with the goals
and objectives of the 1988 UN Drug Convention was the passage of a new counternarcotics law,
which came into effect on November 7, 2003. The new law contains a stronger and more well-defined
conspiracy provision, increases the penalties for a broad range of drug-related offenses, and includes
additional aggravating circumstances that can further enhance penalties. It also punishes simple
possession of illegal drugs and better defines procedures for the use of undercover agents, undercover
buys, controlled deliveries, and confidential informants. In addition, the new law includes detailed
procedures for the immobilization, seizure, and forfeiture of assets, including the establishment of a
special fund for forfeited drug-related assets to be used for law enforcement, drug treatment, and drug
prevention purposes. Another significant legislative development was the October 9, 2003 passage of
an antigang law that led to the arrest of some gang members with connections to drug-trafficking.

Other significant developments included the establishment of an inter-agency working group to
exchange information and coordinate actions to control the import and export of chemical substances
and precursors as well as to respond to questionnaires and surveys required by the International
Narcotics Control Board (INCB).

COSA points out its accomplishments in the following areas. In the area of prevention, strides were
made including: the development of drug-prevention plans at the municipal level, celebration of the
first-ever National Anti-Drug Week, the formation of youth counternarcotics coalitions in the
country's 14 departments, and presentation of drug-prevention training courses and workshops.
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Major achievements in the research, information and statistics category included the initiation of the
second phase of the Inter-American System of Uniform Data on Drug Consumption survey,
submission of quarterly reports on money-laundering and drug-related arrests, and the completion of a
drug survey in 19 prison facilities.

Under the substance control category, major achievements included the creation of a coordination
group for the auditing and control of substances at the ports of entry and holding two training
workshops for 70 Customs and police personnel.

In addition, the United Nations Office on Drugs and Crime and the Inter-American Drug Abuse
Control Commission of the Organization of American States (OAS) held a mock money-laundering
trial. El Salvador joined the Caribbean Financial Action Task Force, implemented the PNC's strategic
counternarcotics plan, and reinforced security and control in the customs houses at the ports of entry.

Instances of regional counternarcotics cooperation included: the creation of a Permanent Central
American Commission for the Eradication of the Production, Trafficking, Consumption, and Illicit
Use of Drugs and Psychotropic Substances in Honduras; the establishment of a regional office of the
International Criminal Police Organization in El Salvador; the PNC's continuing implementation of the
Regional Plan for Reducing Drug Demand and Supply; a database for the exchange of information
with local and international authorities regarding money laundering; and the operation of the Joint
Information Coordination Center (JICC) which coordinates regional counternarcotics investigations
and operations.

The GOES responded to the annual questionnaire of the United Nations International Drug Control
Program, provided training to forensic laboratory personnel, held a training seminar on improving the
quality of analysis regarding seized drugs provided to the courts, sent delegates to the Second Sub-
regional Workshop of the Coalition of Central American Youth Organizations for the Prevention of
Drug Abuse and HIV/AIDS, and participated in the School Prevention Seminar for the development of
national plans for drug prevention, rehabilitation, and social reintegration.

The obstacles that prevented El Salvador from fully achieving all of the objectives of the 1988 UN
Drug Convention included legal shortcomings, limited resources, and the consequent need to seek
additional support from international organizations to carry out programs that would reach those
objectives.

The new FOL facilities, located within the Salvadoran Air Force Base at Comalapa International
Airport, were inaugurated on November 13, 2003, and include expanded office, storage, runway, and
classified briefing spaces.

Law Enforcement Efforts. Law enforcement efforts in 2003 were adequate, given resource
constraints and legal shortcomings, and in some areas represented an improvement over past years.
These efforts were heavily focused on priority targets of mutual interest to both the U.S. and
Salvadoran governments. Salvadoran efforts in this area led directly to the U.S. indictment of six
major foreign drug traffickers, two of which were successfully expelled to the United States.

Salvadoran law enforcement efforts are still hindered by constitutional prohibitions on investigative
tools such as wiretapping. Salvadoran authorities have encountered difficulties obtaining judicial
authorization to destroy clandestine airstrips situated on private property and used by drug traffickers.
The GOES gives a very high priority to counternarcotics law enforcement, but its available resources
are inadequate to achieve all of its counternarcotics objectives. This is mainly because El Salvador is a
poor country whose resources are targeted to other national priorities. Nevertheless, in 2003, the
PNC's Anti-Narcotics Division (DAN) seized 17 kilograms of cocaine, less than 1 percent of last
year's record haul of 2,068 kilograms, and slightly less than the 18 kilograms seized in 2001. This
result reflects the somewhat anomalous single capture of 2,000 kilograms of cocaine in 2002 and,
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probably, traffickers' reluctance to risk sending large shipments by way of El Salvador given the
presence of the FOL.

In 2003, the DAN also seized about 22.1 kilograms of heroin, an amount more than 66 percent greater
than the 13.2 kilograms seized in 2002 and more than twice as much as the 10.5 kilograms seized in
2001. There were 1,390 drug arrests in 2003, 4 percent more arrests than the 1,338 recorded in 2002,
but 66 percent fewer than the 4,003 in 2001. This arrest level reflects the DAN's change of focus from
arresting small drug dealers to investigating major drug traffickers. However, like the rest of the PNC,
the DAN suffers from a lack of resources. U.S. aircraft flying out of the FOL played a significant role
in the seizure of more than 39 tons of cocaine, mostly on the Pacific high seas.

The Salvadoran Navy's ability to patrol the Pacific coast was enhanced by the transfer of ex-U.S.
Coast Guard vessels and boarding equipment in 2001. However, the Salvadoran Navy has been not yet
been able to take full advantage of these new acquisitions in 2003 because of a lack of funds for fuel
and maintenance.

Corruption. With U.S. Government (USG) assistance, the GOES drafted a code of government ethics
and proposed an Office of Government Ethics to prevent, identify, and control corruption among
public officials. A bill to establish the Office within the Court of Accounts (the Salvadoran equivalent
of the Inspector General's Office) was submitted to the Legislative Assembly. The PNC's Internal
Affairs Unit and the Attorney General's Office (FGR) investigate and prosecute police officers for
corruption and abuse of authority. The USG provided specialized training in anticorruption to police,
prosecutors, and judges.

The new drug law's provisions criminalizing drug conspiracies, preparative acts to commit drug
offenses, cooperation in trafficking, and being an accessory to such offenses could apply to a corrupt
official involved in drug trafficking. Moreover, using one's official position in relation to the
commission of a drug offense is an “aggravating circumstance” that can result in an increased sentence
of up to one-third of the statutory maximum. Furthermore, Salvadoran anticorruption laws apply
broadly to corrupt acts, including accepting or receiving money or other benefits in exchange for an
act or omission in relation to one's official duties, whether or not such bribery is drug-related.

The FGR's Anti-Corruption Unit is investigating several important cases of public corruption,
including one involving the public water utility (ANDA) in a multimillion-dollar fraud. Although none
of these cases is directly related to narcotics, they show that the GOES is making efforts to enforce its
laws against corruption.

As a matter of policy, the GOES does not encourage or facilitate illicit production or distribution of
narcotics or psychotropic drugs or other controlled substances, or the laundering of proceeds from
illegal drug transactions. No senior official is known to engage in, encourage, or facilitate the illicit
production or distribution of such drugs or substances, or the laundering of proceeds from illegal drug
transactions. The GOES has no INL-provided aircraft, nor has it misused any other equipment
purchased with INL funds.

El Salvador is a party to the Inter-American Convention Against Corruption. Consistent with the
country's obligations under that Convention, the law criminalizes soliciting, receiving, offering,
promising, and giving bribes, as well as the illicit use and concealment of property derived from such
activity.

Agreements and Treaties. The current extradition treaty between the United States and El Salvador
does not provide for the extradition of nationals. Narcotics offenses are covered as extraditable crimes
by virtue of the 1988 UN Drug Convention, to which El Salvador is a party. Negotiations for a new,
more comprehensive extradition treaty began in 2001 but are still in progress. El Salvador is a party to
the 1971 UN Convention on Psychotropic Substances and the 1961 UN Single Convention on
Narcotic Drugs as amended by the 1972 Protocol.
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There is no bilateral mutual legal assistance treaty between El Salvador and the United States. But,
mutual legal assistance in narcotics cases is available to the United States and El Salvador under
Article 7 of the 1988 UN Drug Convention. Also, El Salvador has signed the Inter-American
Convention on Mutual Assistance in Criminal Matters which, once ratified by El Salvador, will
provide additional tools to facilitate legal cooperation between the United States and El Salvador.
There is no bilateral precursor chemical agreement between El Salvador and the United States. Formal
negotiations continue on a comprehensive maritime counternarcotics cooperation agreement, and the
USG has offered an interim step of an International Maritime Interdiction Support Agreement that
would allow expeditious movement of detainees and samples of contraband seized at sea to move
through Salvadoran territory to the U.S. for prosecution. Annually, the two governments sign
agreements under which the USG provides counternarcotics assistance to El Salvador.

El Salvador’s Legislative Assembly approved the UN Convention against Transnational Organized
Crime and its protocols on November 12. El Salvador is a signatory to the Central American
convention for the Prevention of Money Laundering Related to Drug-Trafficking and Similar Crimes.
There is a Central American Mutual Legal Assistance Agreement between all Central American
countries and Panama. The Protocol against the Illicit Trafficking of Migrants by Land, Sea, and Air
was approved by the Legislative Assembly on November 17. The Protocol to Prevent, Suppress, and
Sanction Trafficking in Persons, Especially Women and Children, was approved by the Legislative
Assembly on November 18. The Protocol Against the Manufacture and Illicit Trafficking of Firearms,
their Parts, Components, and Munitions was approved by the Legislative Assembly on October 23.

Cultivation/Production. Climate and soil conditions do not favor the cultivation of coca plants. Small
quantities of cannabis are produced in the mountainous regions along the border with Guatemala and
Honduras. However, the cannabis is of poor quality and is consumed domestically. There were no
gains or setbacks in controlling cannabis cultivation and production because the small quantity and
poor quality of the crop does not justify the expenditure of a systematic campaign against it.

There is no local methodology for determining cannabis crop size and yields. Cannabis is detected
thanks to tips, routine foot patrols, and air surveillance.

Drug Flow/Transit. Cocaine from Colombia typically transits El Salvador via the Pan-American
Highway and via maritime routes off the country's Pacific coast. Heroin from Colombia usually goes
through Panama, then via courier on a commercial passenger flight to El Salvador to another
commercial flight to Honduras and then by bus to Guatemala. The Pan-American and Littoral
Highways are the land routes preferred by traffickers. As in the rest of Central America, there has been
a notable increase in the amount of heroin transiting both the international airport and land ports of
entry. Both heroin and cocaine also transit by sea off the Salvadoran coast as well as through
Salvadoran airspace.

Domestic Programs (Demand Reduction). In counternarcotics education efforts, the Anti-Drug
Foundation of El Salvador (FUNDASALVA), with funds provided by the Madrid City Council, has
worked with students, parents, and public schools to teach drug prevention. Together with the Ministry
of Education, FUNDASALVA has also worked on a prevention program in high-risk zones that
benefited 6,250 students. FUNDASALVA, public and private institutions, and the private sector have
also been developing programs for a drug-free workplace. In addition, FUNDASALVA provides
information about the effects of drugs to specific populations, especially students. The PNC draws on
the U.S. Drug Abuse Resistance Education (DARE) program for its counternarcotics presentations at
schools. The Ministry of Education uses the U.S. Military Information Support Training (MIST)
program to inform elementary school children of the dangers of drugs.

FUNDASALVA also runs a comprehensive drug treatment and rehabilitation program. The
Psychiatric Hospital also runs a program sponsored by the Public Health and Social Assistance
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Ministry that focuses on rehabilitation and the training of facilitators among the recovered addicts.
Other less comprehensive rehabilitation programs exist, usually faith-based and run by ex-addicts.

The exact magnitude of the country's drug abuse problem is unknown, but a comprehensive study of
the problem funded by the USG is being organized by FUNDASALVA. Relative to the presumed size
of the at-risk and addicted populations, demand reduction programs are inadequate.

IV. U.S. Policy Initiatives and Programs

Policy Initiatives. The United States aims to assist in the professional development of the GOES' law
enforcement agencies, increase their ability to combat money laundering and public corruption, and
ensure a transparent criminal justice system.

Bilateral Cooperation. The United States provided funding for operational support for Grupo
Cuscatlan and the high-profile crimes unit (GEAN) within the DAN, a mobile ion-scan machine and
essential equipment for border police. In addition, USG funds were used to provide a laser tattoo-
removal machine (to reduce drug consumption and crime), a comprehensive national study of drug
use, an antitrafficking-in-persons public awareness campaign, and for drug treatment and rehabilitation
in prisons. The USG also funded training and travel related to airport security, money laundering,
maritime boarding operations, and antigang measures. DEA officers work closely with the DAN on
issues of mutual concern.

Road Ahead. The USG will continue to provide operational support to Salvadoran law enforcement
institutions, anti-money-laundering training, and essential investigative tools. In partnership with the
GOES, the United States plans to finance the construction of a vehicle inspection facility, new
headquarters for the JICC, and new kennels for the DAN's narcotics detection canine unit.
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Guatemala

|. Summary

Guatemala remains a major drug-transit country for cocaine, heroin and illicit narcotics en route to the
United States and Europe. In spite of improvements in the Government of Guatemala’s (GOG)
counternarcotic efforts in 2003, large shipments of cocaine continue to move through Guatemala by
air, road, and sea. Guatemala’s de-certification with a national interest waiver in early 2003 spurred
the GOG to dramatically increase their efforts against narcotics trafficking; these efforts led to
Guatemala’s recertification in September.

The long-standing problems of acute lack of resources, weak leadership, widespread corruption and
frequent personnel turnover continue to affect GOG ability to deal with narcotics trafficking and
organized crime. However, there is a fair list of accomplishments. Most notably, cocaine seizures
more than tripled compared to 2002, thereby returning to pre-2000 levels. Many of these seizures were
made as a direct result of improved GOG police/military coordination, and cooperation with USG
agencies in the interdiction of suspect aircraft violating Guatemalan airspace. Currency seizures
totaled over $20 million, including $14.5 million seized from one drug trafficking organization, the
largest bulk seizure of currency in Guatemala’s history.

The GOG also made positive steps to pursue corrupt police: two cases involving 24 former members
of the now defunct National Civilian Police’s (NCP) Anti-Narcotics Operations Department (DOAN)
were sentenced to prison for the theft of cocaine from the drug warehouse and for the torture and
killing of two prisoners.

The newly created NCP’s Anti-narcotics Information and Analysis Service (SAIA) has been very
responsive to U.S. training and technical assistance. The USG will continue to assist in the
professionalization of the SAIA, train prosecutors and courts in order to enhance investigations, and
enhance interdiction and eradication operations. The GOG recognizes that there is a growing domestic
consumption problem and supports an active demand reduction program. After eight years of
negotiations, a comprehensive six-part maritime counternarcotics agreement was signed and ratified;
however, it is not yet in force, as we are awaiting the transmittal of the relevant documents from the
GOG. Guatemala is a party to the 1988 UN Drug Convention and the OAS Inter-American Anti-
Corruption Convention.

Il. Status of Country

Guatemala continues to be the preferred staging point in Central America for onward shipment of
cocaine to the United States. USG estimates indicate that up to 400 metric tons of cocaine are shipped
annually through, over and around the Central American corridor to Mexico and the United States.
Guatemalan law enforcement agencies interdicted 8.8 metric tons of cocaine in 2003. This was a
significant increase from the previous year’s 2.4 metric tons. Narcotics traffickers continue to pay for
transportation services with drugs, which enter into local markets, leading to an increase in domestic
consumption and crime.

While Guatemala has enacted and implemented a law criminalizing the laundering of proceeds of
crime, full monitoring has not yet been ensured and the country has not yet been removed from the list
of countries that the Financial Action Task Force (FATF)on Money Laundering considers
uncooperative in efforts to counter money laundering. The FATF is planning a visit to Guatemala in
early 2004 to consider removing Guatemala from the list of uncooperative nations.
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Guatemala grows minimal quantities of opium poppy. Marijuana is also grown, but only for local
consumption. Apart from crack and marijuana, it is unknown if any quantities of illicit narcotics or
club drugs are processed in Guatemala. Diversion of precursor chemicals is, at present, a non-
quantified problem in Guatemala; the registration and control of these substances has just begun. With
the enactment in 1999 of precursor chemical control legislation, and the approval of implementing
regulations this year, the legislation is now a potentially useful law enforcement tool.

lIl. Country Actions Against Drugs in 2003

Policy Initiatives. In 2003, Guatemala signed three Letters of Agreement (LOAs) amendments with
the USG on counternarcotics and demand reduction. The GOG also developed and approved an
updated counternarcotics master plan for the period 2003-08, replacing the plan that had been in force
for the previous five- year period.

Following their decertification with a national interest waiver, the GOG organized a multi agency-
working group to focus their counternarcotics efforts. As a result, progress was made on all nine
benchmarks and Guatemala was recertified in September. We will urge the new government taking
office in January 2004 to retain the working group as an effective means to focus GOG interagency
efforts and coordination with the USG.

Guatemala’s Congress ratified a comprehensive six-part maritime agreement with the U.S. during
2003, and also issued implementing regulations for the control of precursor chemicals.

No progress was made on implementing the legal and regulatory changes necessary for Guatemala to
comply with the terms of the Inter-American Convention Against Corruption that was signed in 2001.
Guatemala signed the UN Convention Against Corruption.

Hlicit Cultivation, Production and Distribution. Guatemala has significant cannabis cultivation, all
of which is consumed locally. There is minimal opium poppy cultivation. The GOG continues to have
an active manual eradication program for cannabis and poppy. Eradication of cannabis plants
continues to be robust, with more than a 40 percent increase in eradication from the previous year.
Over 625,602 marijuana plants were eradicated in the remote northern area of the country during 2003.

Past seizures at processing labs indicate that shipments of cocaine transiting Guatemala are
reprocessed to reduce purity, prior to repackaging for onward shipment to the U.S.

Sale, Transport, and Financing. Guatemala more than tripled total cocaine seizures in 2003.
Seizures were made from land, air and sea transportation.

The Pan-American Highway is a major conduit for drugs traveling north to Mexico and eventually the
U.S. The trend continued of individuals transiting Guatemala being arrested in U.S. airports with
cocaine and heroin. This year the trend for delivery to Guatemala shifted toward the employment of
small and medium sized aircraft; the use of go-fast boats and commercial fishing vessels declined but
continues.

Commercial containers, both on land and through seaports, continue to offer the best opportunity for
smuggling larger quantities of drugs through Guatemala’s ports of entry. Unfortunately, this is the area
that has had the least amount of interdiction success. Guatemala’s Port Security Program (PSP) is
trying to improve counternarcotics interdiction at the seaports. PSP is self-financed by a fee levied on
shipping companies and provides monetary and technical assistance to the SAIA agents who operate
in the ports. The USG provides technical assistance, logistical support, and training. Seizures have
been very low due to continuing corruption in the seaports.

ONDCP estimates that, in some transactions, up to 33 percent of the cocaine transiting north toward
the U.S. may be used as payment for the services of local smuggling groups. Most of the cocaine is
sold to other traffickers moving cocaine to the U.S., while a portion is sold locally to users in Central
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American countries. This is a major factor behind increased domestic consumption and the violent
crime committed by drug trafficking gangs.

Law Enforcement and Transit Cooperation. Guatemalan law enforcement representatives work
with U.S. personnel and organizations to curtail the flow of drugs through Guatemala in instances
when the USG can provide intelligence, funding and technical assistance. U.S. law enforcement
agencies continue to have collaborative relationships with Guatemalan law enforcement authorities
and Guatemala exchanges limited information and maintains links with other Joint Intelligence
Coordination Centers (JICCs) in South and Central America.

Guatemala actively participated in the Central Skies combined counternarcotics campaign plan that
included DEA and the U.S. Army. Guatemala has also been very cooperative in allowing the U.S.
permission to enter their airspace and territorial waters in connection with counternarcotics missions.

Demand Reduction. The GOG continues to support counternarcotics education and rehabilitation
programs pursuant to the country master plan. Guatemala’s demand reduction agency, SECCATID,
implemented a variety of projects, including the first nationwide comprehensive drug consumption
survey. The study found that in the last five years alcohol use has increased by 50 percent, cocaine by
40 percent, marijuana by 55 percent, and tranquilizers (primarily by young females) 380 percent.

Through the National Program of Preventive Education, SECCATID trained 1,138 instructors this
year throughout the country using the “train the trainer” concept with the participation of the
Ministries of Health and Education. SECCATID also provided training and education to parents,
students and teachers. SECCATID also provided training to NGO reps, private company reps,
soldiers, prison guards, and adults. The DARE program provided training to students and teachers. In
2003, SECCATID developed and distributed counternarcotics educational materials, including
pamphlets, t-shirts and caps and school items, 50,000 school agendas, 60,000 notebook dividers, and
with drug prevention messages.

Law Enforcement Efforts. In addition to the seizures described above, GOG law enforcement scored
some notable successes during 2003. There has been a marked improvement in the ability of the GOG
to react to incoming suspect aircraft, due to close cooperation between the USG and the Guatemalan
Air Force (GAF). The GAF provides, when it can, air assets for interdiction missions and airlift for
police and prosecutors conducting drug interdiction and eradication operations. Aging aircraft and lack
of money for fuel continue to be constraints.

The SAIA has the potential to become a credible threat to narcotics trafficking. However, GOG law
enforcement agencies must function with limited resources, as the GOG is having trouble paying
salaries and utilities for all of its agencies. Significant resources, training and support from the USG
will be needed to prepare and support the GOG to effectively engage in counternarcotics operations,
particularly against major organized crime figures.

As in pervious years, success in prosecuting major narcotics traffickers has been limited. The Public
Ministry’s narcotics prosecutors receive USG training and assistance, and continue to try cases and
achieve convictions. However, corruption, intimidation, lack of resources in the judiciary, as well as
an absence of criminal conspiracy laws in Guatemala, are important reasons for the lack of success in
prosecuting and convicting major traffickers.

Widespread corruption, high turnover of law enforcement personnel and poor leadership also frustrate
GOG law enforcement efforts. During the Portillo administration, there were four Ministers of
Government, seven Directors of the National Civilian Police (PNC), and eleven different directors of
the DOAN/SAIA. This constant turnover made continuity for operations and investigations
impossible.
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Corruption. Corruption remains the largest single obstacle to overall efficiency of all USG sponsored
programs in Guatemala. Transparency International’s August 2003 rankings listed Guatemala as one
of 34 out of 133 countries where corruption is perceived to exist among public officials and
politicians. There are frequent allegations of police, prosecutors, and judges being corrupt. High levels
of impunity and intimidation exacerbate the problem.

The GOG is making efforts against corruption. Currently, new entries to the SAIA undergo a
background investigation, polygraph exam, and urinalysis testing. On average, this process eliminates
in excess of 60 percent of new candidates. This program has been institutionalized and extended to the
Anti-Corruption, Money Laundering and Narcotics prosecutors’ offices and includes the periodic re-
testing of all active members of the SAIA.

The GOG also aggressively pursued corrupt police: eight members of the now-defunct National
Civilian Polices Anti-Narcotics Operations Department (DOAN) were each sentenced to 16 years
imprisonment for the theft of cocaine from the drug warehouse. In another case, 16 former members of
the DOAN were each sentenced to more than 25 years in prison after their convictions for the torture
and killing of two suspects in an effort to steal 2000 kilos of cocaine. Also during the year, 11 police
were arrested for attempting to steal 10 kilos of cocaine from the drug warehouse and are expected to
be tried during 2004. These arrests were made as a result of improved accountability procedures
instituted by the SAIA at the drug warchouse. In compliance with one of the recertification
benchmarks, the GOG also inventoried and destroyed all drugs seized before 1999. Newly seized
drugs are being destroyed in an expeditious fashion. The USG has assisted the SAIA in developing
written procedures for the storage and destruction of seized drugs, implementing new security
measures to protect seized drugs, and providing some minor physical upgrades.

Finally, several high-level figures, including a congressman, were charged and arrested this year for
theft of social security funds.

Agreements and Treaties. Guatemala is a party to the 1961 UN Single Convention and its 1972
Protocol; the 1971 UN Convention on Psychotropic Substances; the 1988 UN Drug Convention; the
Central American Commission for the Eradication of Production, Traffic, Consumption and Illicit Use
of Psychotropic Drugs and Substances; and the Central American Treaty on Joint Legal Assistance for
Penal Issues. Guatemala has ratified the UN Convention Against Transnational Organized Crime.

Guatemala has also signed bilateral counternarcotics agreements, including information exchanges,
with Mexico (1989), Venezuela (1991), Argentina (1991), Colombia (1992), Ecuador (1992), Peru
(1994), and Spain (1999).

While most GOG law enforcement efforts have been consistent with the goals and objectives of the
1988 UN Drug Convention, some aspects of the Convention, such as the provisions on extradition,
have not been codified into law. The extradition treaty between the GOG and the USG dates from
1903. A supplementary extradition treaty adding narcotics offenses to the list of extraditable offenses
was adopted in 1940. When a Guatemalan citizen is involved, an extradition request will usually
involve a significant expenditure of effort and time due to the required legal procedures. U.S. citizen
fugitives are often expelled to U.S. custody on the basis of violations of Guatemalan immigration
laws, a much shorter process. During 2003, a long-standing request for extradition of a Guatemalan
citizen wanted for a double homicide in the U.S. was completed. There are currently 15 outstanding
extradition requests; three are in jail in Guatemala pending judicial processing. In December the GOG
signed the OAS multilateral Mutual Legal Assistance Treaty, to which the U.S. is a party.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. The USG supports a wide range of law enforcement assistance and
counternarcotic programs in Guatemala. The USG works with the office of the Vice President to
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support Guatemala’s demand reduction agency, SECCATID, to provide technical assistance in
education, training and public awareness programs.

The USG also works with the Public Ministry and the Attorney General to support three task forces
dealing with narcotics, corruption and money laundering investigations. This cooperation takes the
form of training, technical and logistical support on case management and specialized legal subjects.

The USG supports the specialized drug police (the SAIA) through an agreement with the Ministry of
Government. This support is designed to create a professional and capable force through training and
development of infrastructure for units involved in counternarcotics operations.

An important part of this program is the Regional Anti-Drug School. The school primarily teaches the
basic entry course for new SAIA agents, narcotics investigations and canine narcotics detection. They
also offer regional courses in polygraph, false documents, intelligence analysis, and canine explosive
detection, among others. This year the school had student participation from Bolivia, Colombia,
Venezuela, Uruguay and all of Central America.

Policy Initiatives and the Road Ahead. U.S. strategy in Guatemala continues to focus on
strengthening the GOG law enforcement and judicial sector through training, technical assistance, and
the provision of equipment and infrastructure, especially for the units directly involved in combating
narcotics trafficking and other international organized criminal activity that directly affects the U.S.

Special emphasis is placed on management skills, leadership, human rights, investigative techniques,
and case management issues.

The U.S. strategy also is aimed at reducing the level of corruption in Guatemala by implementing
training, education, and public awareness programs.

Future efforts will focus on investigations, interdiction, corruption, money laundering, task force
development, and successfully implementing the maritime agreement. The USG will also continue to
assist the GOG in improving the successful Regional Counternarcotics Training Center.

As a result of reorganization, the Department of State’s Bureau of International Narcotics and Law
Enforcement Affairs (INL) will assume responsibility for the Department of Justice International
Criminal Investigation Training Assistance Program (ICITAP) in Guatemala. This program which will
continue to focus on law enforcement areas not specifically related to narcotics trafficking, such as the
unification of police and prosecutor forensic laboratories, establishment of an Internal Affairs Unit in
the Public Ministry, computerization of police case files, and the continued development of a model
precinct that includes offices for prosecutors and judges to increase successful case investigation and
closure.
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Guatemala Statistics
(1994-2003)

2003 | 2002 | 2001 | 2000 | 1999 | 1998 | 1997 | 1996 | 1995 | 1994
Opium
Potential — — 0 0 0 10 7 0 39 50
Harvest (ha)
Eradication (ha) 1 1 1 1 1 5 3 12 86 150
Cultivation (ha) 1 1 1 1 1 15 10 12 125 200
Potential Yield — — 0.00 0.00 0.00 0.20 0.10 0.00 0.40 0.50
(mt)
Cannabis
Potential — — — — 0 82 100 4 50 100
Harvest (ha)
Eradication (ha) 662 38 43 32 52 58 50 213 250 100
Cultivation (ha) 62 38 43 32 52 140 150 254 300 200
Potential Yield — — 1 1 0 10 12 5 6 12
(mt)
Seizures
Cocaine (mt) 8.76 2.8 41 14 10.1 9.2 43 4.0 1.0 2.0
Cannabis (mt) 05 2.3 0.52 0.03 0.65 0.42 0.34 16.40 0.50 1.76
Heroin (kg) 005| 1800 | 16.00 930 | 52.00 365 | 16.20 7.80 0.00 0.00
Opium (kg) 0 0.0 0.0 1.0 0.0 0.0 0.0 0.0 0.0 0.0
Arrests 4902 | 5917 479 842 472 928 188 189
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Honduras

|. Summary

The transshipment of cocaine through Honduras by air, land, and maritime routes continued, but with
significant disruption in 2003. Overall, seizures in Honduras were higher than the past five years
combined. Corruption within the police, Public Ministry and the judiciary tempered some of the law
enforcement successes. The Government of Honduras (GOH) moved forward with the implementation
of the new Money Laundering Law, passed in 2002.

The National Council for the Fight Against Drug Trafficking renewed its commitment to lead the
country's counternarcotics efforts. The Supreme Court operated with greater independence, but
remained susceptible to political pressures. Funds to implement the approved counternarcotics plan
were severely limited. Even though the Ministry of Public Security (which includes all police) and the
Honduran Armed Forces took a more active role in counternarcotics operations, the Public Ministry
did little to prosecute high-level suspects or dispose of seized assets. Honduras is a party to the 1988
UN Drug Convention.

Il. Status of Country

Honduras’s primary drug problem stems from the movement of drugs, particularly, cocaine, via air,
land, and maritime routes through its territory. There are direct air and maritime links to U.S. cities
and the Pan-American Highway crosses southern Honduras. While the Honduran police and Honduran
Navy lack sufficient maritime assets to comprehensively attack drug trafficking along its north coast,
there was nonetheless a significant increase in drug seizures this year. Despite the recent passage of a
broader money laundering law, money laundering in Honduras remains a serious concern. Honduras is
not a significant producer of drugs.

lll. Country Actions Against Drugs in 2003

Policy Initiatives. In April 2003, the Government of Honduras launched a joint police and military
counternarcotics effort to thwart the transit of drugs along its north coast and southern borders. The
effort included increased interdiction and other law enforcement initiatives to discourage traffickers
from using Honduras as a transit point. A new Pan-American Highway checkpoint, manned by the
Honduran Frontier Police, provided a deterrent to the flow of narcotics into Honduras from its
southern border with Nicaragua.

The money laundering law now allows cases to be investigated that are not directly linked to narcotics,
including corruption, terrorism, and other crimes. The GOH formed a Financial Investigation Unit and
assigned prosecutors and investigators to special money laundering units to ensure that suspected
narcotics traffickers were fully investigated.

The Honduran Congress is reviewing a new counternarcotics law that would expand the authority of
law enforcement to initiate undercover operations. The current law, as written, prohibits these types of
narcotics operations and mandates that anyone participating in the purchase or sale of narcotics,
including police participating in sting operations, be arrested.

The Criminal Procedures Code took effect on February 20, 2002. This code changed the Honduran
criminal legal system from an inquisitorial system to an accusatorial one. The code's primary goal was
to decrease opportunities for criminals to manipulate the justice system.
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Accomplishments. As of December 15, 2003 Honduran authorities seized 5,738 kilograms of cocaine
and 13 kilograms of heroin, destroyed over 364,592 marijuana plants and made 1,000 narcotics-related
arrests. The Honduran Frontier Police have been largely responsible for these seizures, drawing on
intensive counternarcotics training, U.S. technical assistance, and equipment. Law enforcement
agencies also confiscated $1,119,130 in cash and boats and other vehicles worth approximately
$1,000,000.

Law Enforcement Efforts. Counternarcotics efforts are a priority for the Maduro Government,
however the Directorate for the Fight Against Narcotrafficking (DLCN), one of the principal
counternarcotics organizations, suffers from weak leadership, inadequate funding, and unqualified
personnel. The DLCN has not established working relationships with other Honduran law enforcement
agencies or U.S. counterparts. Despite the ineffectiveness of the DLCN, the Frontier Police, military,
and other GOH agencies have had successes, such as the increase in seizures in 2003.

Corruption. While the GOH has taken some steps to address internal corruption, corruption within
the judicial system continues to be a significant impediment to effective law enforcement. The
Ministry of Public Security has taken significant steps to investigate corrupt personnel; a new Internal
Affairs Unit was formed and several cases were brought to trial. However, corruption in the Public
Ministry and the judiciary provided significant roadblocks in the prosecution of alleged narcotics
traffickers and money launderers and corrupt officials. Two members of Congress were arrested for
participating in drug-related activities. In response, the Honduran legislature has made efforts to
narrow the use of the immunity privilege for elected officials.

Agreements and Treaties. Honduras has counternarcotics agreements with the United States, Belize,
Colombia, Jamaica, Mexico, Venezuela and Spain. Further, Honduras is a party to the 1988 UN Drug
Convention. The Ministry of Public Security and the taxing authority for Honduras (DEI) have signed
an agreement that provides the Ministry of Public Security the authority to open sealed containers with
probable cause, an authority that was formerly held solely by the DEI. The Honduran government is
an active member of the Inter-American Drug Abuse Control Commission (CICAD) and hosted a
regional training session on port security in 2003. Honduras also hosts the Regional Center for
Counternarcotics Development and Judicial Cooperation in Central America and has funded the
Secretariat for the regional Central American Drug Commission (CCP). Honduras ratified the UN
Convention on Organized Crime in December 2003. A U.S.-Honduras maritime counternarcotics
agreement entered into force in 2001. A bilateral extradition treaty is in force between the U.S. and
Honduras. Honduras is one of ten nations to sign the Caribbean Maritime Counterdrug Agreement, but
has not yet ratified it.

Cultivation/Production. Cannabis remains the only illegal drug known to be cultivated in Honduras.
Over 300,000 marijuana plants were manually destroyed in 2003. The GOH does not permit the use of
aerial eradication. Upon detection, marijuana plants are cut down and destroyed.

Drug Flow/Transit. There was a noticeable increase in the number of detected suspect air-tracks and
maritime vessels through Honduran territory en route to southern Mexico and the United States.
Cocaine and heroin are smuggled overland by commercial and private vehicles. Approximately 90
percent of drugs transiting Honduras is destined for the United States. Honduras has pursued an
aggressive interdiction strategy, which included the interception of a drug trafficking plane from
Colombia in April which was transporting 998 kilos of cocaine. Youth gang members are increasingly
used to distribute drugs in urban areas and along Honduras’s north coast. There is evidence of the
existence of an illicit trade of “arms for drugs,” with arms from these deals presumably destined for
use by terrorist groups in Colombia. The GOH has made a concerted effort to implement a port
security program with the goal of having it in place and functional by July 2004.

Domestic Programs/Demand Reduction. The Maduro Administration has launched two pilot
programs directed at Honduran youth to fight drug abuse. The National Council is making demand
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reduction a major part of Honduran counternarcotics efforts. It reflects the government's appreciation
that drug trafficking through Honduras is not only a national security threat, but a major public policy
problem as well.

Drug use continues to increase among youth in Honduras, which is particularly worrisome since 49
percent of the population is under 18 years of age. Drug abuse by gang members is a growing issue of
public safety as well. It is viewed as one of many public health and social problems linked to
unemployment, poverty and economic under-development. Cannabis is the most widely abused illegal
drug in Honduras, followed by inhalants, and, to a much lesser extent, cocaine and designer drugs.

The National Council’s program and the Ministry of Public Security's program link the efforts of the
government's demand reduction entity, the Institute for the Prevention of Alcoholism and Drug
Addiction (IHADFA), with an umbrella group (CIHSA) of NGOs working in demand reduction and
drug rehabilitation efforts. The new programs combine those formerly operated by the Ministries of
Public Health and Education, IHADFA and CIHSA, to launch a community-wide effort to inform
youth about the dangers of drugs and provide alternatives in the form of sports, the arts, and after
school projects. The U.S. Embassy is working with the National Council and the Ministry of Public
Security to support this approach.

IV. U.S. Policy Initiatives and Programs

U.S. Policy Initiatives. U.S. counternarcotics initiatives aim to strengthen Honduran law enforcement
entities, with a special focus on enhancing GOH maritime interdiction along the north coast. The
Maduro Administration has worked hard to support implementation of bilateral counternarcotics
projects and has expressed interest in expanding program cooperation, though GOH resources
continue to be extremely limited. The Machine Readable Passport Program, part of the June 2000
U.S.—GOH Letter of Agreement Amendment, is nearing completion and should be implemented by the
beginning of 2004.

Bilateral Cooperation. The United States is funding efforts through the Ministry of Public Security to
enhance Honduran police reform efforts by providing the services of a full-time law enforcement
development advisor and other technical assistance, training, and materials to improve the
organization’s effectiveness and implement key criminal laws. The U.S. Government funded
additional training and equipment to the Frontier Police, continued to support existing canine units,
maritime training and projects, and demand reduction projects, as well as the checkpoint project along
the Pan-American Highway, which was implemented in March 2003.

The Road Ahead. The Honduran government has demonstrated a strong renewed commitment,
backed by concrete action, to attack drug trafficking through its national territory. It is organizing
police, military, social services, and national security policy to more effectively respond to this
challenge on a limited budget. We expect to see an increased level of maritime and land interdiction
operations during the next year. The National Council for the Fight Against Drug Trafficking has
taken a revitalized leadership role within the government. The U.S. expects to work closely with the
Council to support the implementation of its national counternarcotics plan. Corruption, threats, and
violence continue to pose a major challenge to effective law enforcement.
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MeXxico

|. Summary

The Government of Mexico (GOM) recognizes the serious threat that drug trafficking poses to
national security and public safety. Mexican authorities sustained an intensive counternarcotics effort
throughout 2003, including the capture of major drug cartel figures and the seizure of large quantities
of illicit drugs. The Office of the Attorney General (PGR) and the Mexican Secretariat of National
Defense (SEDENA) reinforced the capabilities of their institutions and identified and rooted out many
instances of corruption. They conducted robust eradication of cannabis and opium poppy crops,
sustaining the net reductions achieved over the past several years. Despite crop eradication, Mexico
continued to produce about one-third of the heroin consumed in the United States and exported about
5,000 metric tons of marijuana to the United States. In August, Attorney General Rafacl Macedo de la
Concha implemented a major reorganization to enable PGR personnel to work more effectively
against organized criminal groups, including the consolidation of drug and organized crime
investigative units under one Special Deputy Attorney General. The Federal Investigative Agency
(AFI) and the National Center for Analysis, Planning, and Intelligence (CENAPI) of the PGR
continued to achieve significant law enforcement successes, and to develop first-rate cadres of
investigators and analysts to collect and analyze information on drug trafficking and other serious
crimes. Mexico is a Party to the 1988 United Nations (UN) Drug Convention.

The United States and Mexico achieved unprecedented levels of cooperation in fighting drug
trafficking and other transnational crimes in 2003. Special vetted units in AFI and DEA conducted
successful bilateral investigations and increased intelligence sharing. Bilateral teams met regularly to
plan operations, exchange information and conduct investigations. Mexico extradited a record 31
fugitives to the United States in 2003. Opportunities exist for enhancing bilateral cooperation,
particularly in the areas of eradication, interdiction and capacity building during the remaining three
years of the Fox administration.

Il. Status of Country

Mexico is the principal transit country for South American cocaine entering the United States; an
estimated 70 percent of the U.S.-bound cocaine shipments pass through its territory. Mexico is by far
the leading foreign source of marijuana consumed in the United States and, together with Colombia,
one of the principal sources of heroin. Mexico is also a major producing and transit point for
methamphetamine and other synthetic drugs. Recorded seizures for all but methamphetamine
suggested that traffickers attempted to introduce most of these drugs through Texas. Arizona and
California appeared to be the primary points of entry for methamphetamine, with many synthetic drug
production laboratories located in Mexico's northwest.

While Mexico's Pacific littoral remains a preferred transit route for the smuggling of cocaine from
Colombia, trafficking activity has resurged in the western Caribbean in response to the success of
Mexican and regional interdiction operations in the Pacific. Mexican traffickers have steadily
increased their operations in the United States, coming to dominate most of the distribution centers.
U.S. and Mexican authorities have worked closely to attempt to dismantle these drug organizations on
both sides of the border.

Drug use has grown considerably in Mexico in recent years. Mexican drug traffickers have expanded
domestic distribution in Mexico, particularly in major cities, along the northern border, and in tourist
areas. Prices of cocaine, heroin, methamphetamine, and marijuana in Mexico City have remained at:
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$12-16,000 per kilogram of cocaine; $2-3,000 per ounce of heroin; $3-4,000 per pound of
methamphetamine; and $100-250 per pound of marijuana.

Traffickers transport most cocaine to Mexico by sea for smuggling over land to the United States.
Ocean-going vessels plying routes in the Gulf of California reportedly move large quantities close to
the U.S. border, while “go-fast” vessels in the eastern Pacific deliver 1-2 metric tons loads of illegal
drugs to coastal areas between Guatemala and the state of Guerrero. Traffickers also use air cargo,
couriers, and mail parcels throughout the Mexico and Central America. U.S. and Mexican interdiction
authorities have noted a resurgence in air trafficking from Colombia via Central America. Traffickers
continue to rely on land routes to transfer large marijuana loads to the United States.

While Mexico produces less than five percent of the world's opium poppy, its geographical proximity
to the United States makes it the supplier of some 30 to 40 percent of the U.S. heroin market—
especially in states west of the Mississippi. Mexican cultivators represent the largest foreign source of
marijuana in the United States, providing a significant supplement to cannabis produced by domestic
growers. Cannabis and opium poppy growers continued to employ small, widely dispersed plots in
remote, inaccessible regions, such as the western Sierra Madre mountains. Cultivators used the
dispersion and remoteness of the fields to evade aerial and manual eradication programs. Given the
favorable climate and terrain, cultivators produce two to three opium poppy harvests and two cannabis
harvests yearly in the primary growing regions.

Mexican-based trafficking groups have a strong presence in most of the primary distribution centers in
the United States, directing distribution of cocaine, heroin, methamphetamine, and marijuana. U.S.
investigations have revealed the involvement of Mexico-based organizations beyond the western states
into the east, e.g., Operation Trifecta, resulted in over 85 separate, but related, DEA, BICE, and FBI
investigations in New York City, Miami, Newark, Baltimore, the District of Colombia, Charlotte, and
Philadelphia.

Drug trafficking groups exploited Mexican banks and other financial institutions to transfer significant
amounts of currency derived from illegal drug sales in the United States through the global financial
system. The smuggling of shipments of U.S. currency into Mexico and the movement of the cash back
into the United States via couriers and armored vehicles, as well as through wire transfers, remain
favored methods for laundering drug proceeds.

lIl. Country Actions Against Drugs in 2003

Policy Initiatives. In November 2002, the Fox Administration launched a comprehensive six-year
drug strategy that called upon Mexican society and institutions to engage in a frontal assault against
illicit drugs. The strategy recognizes the need to address all aspects of the drug problem, including
production, consumption, money laundering, and diversion of precursor chemicals. During 2003,
Mexican agencies actively pursued the leadership of the main drug cartels, prompting violent struggles
among rival groups for control of border crossing points and markets. In July, President Fox reiterated
his intention to send to the Mexican Congress legal reforms to allow state and local authorities to
arrest and prosecute those involved in retail sales of drugs, thereby enlisting the aid of police at all
governmental levels.

President Fox and Attorney General Macedo directed the creation of new investigative entities manned
by skilled professionals to fight drug trafficking, organized crime, and terrorism. The GOM has
invested considerable human, financial, and material resources into counternarcotics and anticrime
efforts. The PGR has embarked on a program of major infrastructure improvements at offices
nationwide. Under a reorganization that occurred in August, it consolidated all offices involved in
fighting drug trafficking and organized crime under a single Deputy Attorney General (SIEDO). New
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offices responsible for ensuring respect for human rights of defendants and to oversee training and
governmental innovation were also created.

Accomplishments. During 2003, AFI personnel figured prominently in investigations resulting in the
arrests of drug traffickers, violent kidnappers, and corrupt officials. AFI has become the centerpiece of
Fox Administration efforts to transform Mexican federal law enforcement entities into honest,
effective institutions. AFI leaders have focused on recruitment and development of young,
professional, investigators. Unlike earlier forces, AFI has established a career service for its personnel,
characterized by greater job stability, upward mobility, improved pay and benefits, and promotions
based on time-in-grade and performance. As part of the PGR reorganization, AFI assumed the
interdiction and eradication planning, coordination and execution.

During 2003, the former Drug Control Planning Center (CENDRO) was reorganized as the National
Center for Analysis, Planning and Intelligence (CENAPI). CENAPI assumed a broader mandate to
gather and analyze strategic intelligence on organized criminal organizations in Mexico involved in
several categories of crime, including terrorism, drug trafficking, money laundering, vehicle thefts,
arms trafficking, currency counterfeiting, trafficking of minors, assaults, migrant smuggling,
kidnappings, and trafficking in human organs. CENAPI’s analytical capabilities were also enhanced,
particularly in the exploitation of seized documents. CENAPI analysts used advanced software and
training to make investigative and prosecutorial advances in unsolved crimes.

AFI and CENAPI were both equipped with state-of the art computer networks for collecting, storing,
and analyzing crime-related information to support prosecutions and to dismantle organized crime
syndicates.

Law Enforcement Efforts. Mexico's counternarcotics enforcement actions included increasingly-
sophisticated organized crime investigations, arrests of major drug traffickers, active money
laundering investigations, robust marijuana and poppy eradication, and bilateral cooperation on air,
land, and maritime drug interdiction. The PGR, other law enforcement entities, and the military
services targeted all major drug-trafficking organizations in Mexico. They continued to achieve
impressive results against the upper leadership of these cartels.

Interdiction. Mexico's interdiction efforts focused on maritime and air drug movement on both coasts
as traffickers responded with smaller load sizes. According to GOM reports, maritime interdiction—
primarily in international waters—resulted in a number of important cocaine seizures. While most of
the maritime seizures occurred along the west coast of Mexico, there were significant seizures in the
Gulf of Mexico as well. Detection and monitoring assets continued to identify suspicious aircraft
flying along the United States-Mexico border and near the Mexico-Guatemala and Mexico-Belize
borders. Suspicious flights detected in northwestern Mexico generally involved internal, short-duration
flights originating in Mexico, with the overwhelming majority of seizures involving marijuana.
Suspicious flights in southeastern Mexico generally involved cocaine flights from South America,
with a noticeable surge in mid-2003.

Mexican authorities remained committed to interdicting air trafficking incursions in the southern
border region; the GOM is seeking a bilateral agreement with the Guatemalan Government to allow
for a more coordinated effort between the two nations. The United States and Mexico shared
information in some 47 air and maritime events entering Southern and Western Mexico. The resulting
interdiction coordination efforts yielded the seizure of over 13 metric tons of cocaine from several
vessels and another 3.3 metric tons of cocaine from general aviation aircraft. The increased aerial
threat to southern Mexico has forced the GOM to move more personnel and scarce assets into this
area. Bilateral cooperation along Mexico's northern border, meanwhile, accounted for the interdiction
of 58 air events, netting 1.1 metric tons of cocaine and 16.5 metric tons of marijuana.
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Seizures. Mexican authorities seized over 20 metric tons of cocaine hydrochloride (HCI) during 2003.
Marijuana interdiction continued at an impressive pace, with authorities confiscating over 2,019 metric
tons, over 27 percent of the potential marijuana production in 2002 (7,900 metric tons). In addition,
authorities confiscated 165 kilograms of heroin, 189 kilograms of opium gum, and 652 kilograms of
methamphetamines. They seized 1,688 vehicles, 63 boats, and 13 aircraft. In March and June 2003,
authorities discovered four kilograms of Colombian heroin and a cocaine-processing laboratory as a
result of an investigation of Mexican and Colombian traffickers operating in Mexico City. At year's
end, this investigation resulted in the arrest of 11 suspects in Mexico City.

Arrests. Authorities arrested 7,792 persons on drug-related charges in 2003, including 7,653
Mexicans and 139 non-Mexicans, according to GOM statistics. Some notable arrests included: Osiel
Cardenas Guillen, Armando Valencia Cornelio, Arturo Hernandez Gonzalez, Jose Ramon Laija and
Rigoberto Glaxiola. Cumulatively, Mexican officials arrested over 26,300 drug traffickers during the
first three years of the Fox Administration (2001-3).

Organizational Takedown. During 2003, U.S. and Mexican officials developed a common targeting
plan against major drug trafficking organizations in Mexico and the United States at meetings of the
Bilateral Southwest Collective Targeting Group. Sensitive Investigative Units (SIUs) have served as
effective mechanisms for sharing sensitive intelligence data in both directions—without compromise.
As a result, SIUs have played important roles in successful investigations against drug trafficking
organizations. Among the most prominent arrests in 2003:

e In March, military units brought the violent narcotics activities of Osiel Cardenas
Guillen to an end with his arrest in Matamoros, Tamaulipas, following fierce gun
battles. Before his arrest, Cardenas headed a drug trafficking organization that
controlled large-scale marijuana and cocaine trafficking through the smuggling
corridor between Matamoros and Brownsville, Texas.

e Mexican officials arrested potential Osiel Cardenas successor Victor Manuel “El
Meme Loco” Vasquez Mireles.

e In April, AFI agents arrested Juarez drug cartel senior enforcer Arturo “El Chaky”
Hernandez, suspected of killing dozens of persons—including the doctors who
allegedly mishandled the 1997 plastic surgery of the late cartel boss Amado Carrillo
Fuentes.

e In July, AFI agents in Guadalajara arrested three traffickers during “Operation
Trifecta,” including Manuel Medina Campas, a high-ranking member of the Ismael
“El Mayo” Zambada Garcia organization. To date, the operation has resulted in the
arrests of over 240 individuals in the United States, a principal source of supply in
Mexico, and a major distributor in New York. Drug and money seizures included
11,759 kilograms of cocaine, one kilogram of heroin, 24,409 pounds of marijuana,
107 pounds of methamphetamine, and $8,354,217.

e In August, Nayarit state police arrested Jose “El Coloche” Laija Serron, the principal
Juarez Cartel operator in Jalisco, Nyarit, and Colima. Laija, the cousin of
incarcerated drug trafficker Hector “El Guero” Palma, nearly gained his release via a
suspicious court order, which a higher court later overturned.

e In mid-August, the military arrested Armando Valencia Cornelio, head of the
Valencia or “Milenio” Cartel based in Michoacan. Authorities detained Valencia
along with various associates, including Eloy Trevino Garcia, chief operator and hit
man of the group. Valencia's dispute of the important Nuevo Laredo border crossing
with Cardenas, camp fueled a wave of violence that left a record number of murders
in the city.
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e In September, AFI arrested Rigoberto Glaxiola, a major Juarez Cartel drug trafficker
and money launderer whom police had tried to capture for years. U.S. officials want
Glaxiola for drug trafficking and money laundering. Authorities detained six others
during the operation, including the AFI regional commander for Sonora.

Convictions. Mexican courts convicted a number of major traffickers in 2003. A civilian court
sentenced senior Arellano Felix Organization hit-man Humberto Rodriguez to 21 years in prison for
drug trafficking and illegal weapons possession. A military tribunal sentenced former Army generals
Francisco Quiroz Hermosillo (16 years) and Arturo Acosta Chaparro (15 years), respectively, for
protecting the activities of drug traffickers.

Chemical Diversion remained a serious threat in 2003. An internal reorganization and personnel
changes at the Federal Commission for the Protection Against Sanitary Risks (COFEPRIS)
significantly bolstered efforts against the diversion of precursor and essential chemicals in 2003. The
Commission began conducting unannounced inspections at the premises of importers of precursor
chemicals and preparing pre-notification messages on exports to other countries.

In addition, the AFI created a Chemical Sensitive Investigative Unit (SIU) and assigned one of its
members to an ad-hoc group to investigate cases of chemical and pharmaceutical diversion. Members
of this special unit investigated information on illegal pseudoephedrine shipments from the Far East;
they also collected and analyzed information on past shipments to determine common links and to
identify those responsible for illegal drug shipments. International information sharing on chemical
control resulted in the identification of 75 illegal shipments of pseudoephedrine products destined to
bogus firms in Mexico, totaling over 420 million 60-milligram tablets. From September-December,
authorities conducted surveillance and seized four pseudoephedrine shipments totaling 12.6 million
tablets—including one seizure of 1,256 kilograms and the closure of a customs broker. The chemical
SIU has begun to collect information from seized clandestine laboratories, to find investigative leads
regarding the sources of the listed chemicals.

Corruption. Combating corruption remained a top priority of the Fox Administration in 2003.
Mexican leaders worked energetically to detect and punish corruption among federal law enforcement
officials and military personnel. President Fox, Attorney General Macedo, and other Cabinet members
repeatedly warned that authorities would detect and punish corrupt public servants. The new Organic
Law for the Attorney General's Office outlined requirements for employment within the PGR,
standards of conduct, and procedures for dismissal from service. Provision of better pay and benefits,
as well as dismissal and prosecution of corrupt officials, have served as deterrents to engaging in
corrupt behavior.

Successes included entry into force of the freedom of information law in July—of which the local
press has made energetic use—and civil service administration legislation. The Secretariat of Public
Administration (SFP), formerly known as the Secretariat of the Comptroller and Administrative
Development (SECODAM) coordinated anticorruption policy implementation government-wide. The
SFP mandate includes all Mexican public institutions, embraces civil society, and emphasizes
preventive measures, while fighting impunity at every turn. As the Mexican Government incorporates
innovative transparency tools, such as a widely- accepted federal employee Code of Conduct and
agency websites, a number of Mexican states have begun to replicate federal efforts.

The Anti-Corruption and Human Rights Offices of the PGR worked closely with the SFP in the
identification and punishment of suspect government employees. The PGR levied more than 2,500
sanctions in the first half of 2003, to include 514 suspensions, 395 fines, and 146 firings; some 90
employees faced criminal proceedings, resulting in 15 convictions. AFI leaders have enacted stricter
entrance and performance standards for new investigators and continue to investigate and remove
former Federal Judicial Police personnel suspected of compromise.
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The Fox Administration faces many challenges as it attacks the culture of corruption at many levels of
government and society. It is deeply entrenched. By September, for example, nine customs positions
along the U.S. border had reportedly undergone 26 changes in directors since 2000, including six
swaps in Reynosa alone. Several changes apparently occurred because of improper conduct, such as
aiding smugglers. Local police forces increased their use of surprise drug tests, often identifying
abusers. Nevertheless, the GOM is making very significant changes that, if sustained and
institutionalized, will make meaningful inroads against the problem.

Hlicit Cultivation, Production, and Eradication. Military and PGR personnel maintained robust
eradication efforts throughout the year. The Mexican Secretariat of National Defense (SDN) reported
deployed from 20,000 to 30,000 troops in the field at peak times to eradicate drug crops manually,
while the PGR employed helicopters to apply herbicides in inaccessible areas. The military accounted
for about 80 percent of the eradication results. During 2003, the PGR Air Fleet suffered the loss of two
aircraft and crews engaged in aerial eradication activities, one as the result of hostile fire.

Eradication data for 2003 were not available at the time of publication.

Demand Reduction. Mexican leaders have expressed concern over a rise in domestic demand for
illicit drugs during the past decade. Such recognition of drug trafficking and consumption as a serious
threat to Mexico's national security became an important factor in creating the positive climate of
cooperation. According to the 2002 National Survey on Addictions (released in mid-2003), drug use
within the previous year of nearly all major illicit drugs generally held steady compared to the 1998
survey. Even so, the age of initiation of drug use dropped, with children as young as ten reporting first
use; this poses serious concerns for the future. In addition, drug use among women has risen
dramatically. Illegal drug consumption remained highest among people in regions along the United
States-Mexico border and in major urban areas in Mexico's central region, including Mexico City.
Surveys showed that drug use among prison inmates was rampant.

The National Council Against Addictions (CONADIC) of the Secretariat of Health has coordinated
prevention, treatment, and rehabilitation programs through the use of state organizations and ancillary
federal entities, such as the Social Service and Child Welfare Agency and private foundations.
Increased drug availability and consumption near schools has elicited concern among officials and
civic leaders. CONADIC officials and a private foundation have initiated a media campaign to
enhance awareness of the dangers of drug use and to exhort parents to monitor their children's
activities more closely. In March, Health Secretariat and CONADIC officials inaugurated a real-time,
interactive network for drug awareness groups. The United

States collaborated to complement CONADIC's efforts by continuing to support various non-
governmental organizations (NGOs) and youth councils involved in discouraging drug use and
treating drug addicts. Such assistance generally involved small grants to serve as “seed money” and
support efforts of these important groups. In late 2003, President Fox ordered the dismissal of the
Director of Mexico's National Council Against Addictions (CONADIC) for alleged influence
peddling. By year's end, the GOM had not named a permanent replacement.

Extradition and Mutual Legal Assistance. Mexico extradited 31 fugitives to the United States in
2003 (up from a record 25 on 2002), including 18 Mexican citizens and 19 narcotics defendants (both
new records). In addition, the Mexican National Migration Institute (INM), the International Police
Organization (INTERPOL), the U.S. Marshal's Service, and the Embassy Legal Attaché coordinated
closely in the expulsion of over 70 fugitives who were in Mexico illegally. Officials of the PGR, U.S.
Department of Justice, and the U.S. Embassy sponsored a bilateral conference of prosecutors in March
in Mexico City to improve understanding of each other's justice systems and to identify practical
methods to improve extradition procedures. Denials of U.S. extradition requests fell from 25 in 2002
to ten in 2003. However, denials included some major drug fugitives, including trafficker Juan Jose
Quintero Payan. GOM officials were very helpful in processing new formal requests in various denied
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cases. In other cases, the PGR proceeded with Article 4 prosecutions (domestic prosecution of
fugitives from foreign jurisdictions), and the PGR strengthened its Article 4 Section with new
prosecutors in 2003. According to the PGR, it achieved 178 convictions in 194 Article 4 prosecutions
between 2001-2003.

The U.S. and Mexican Governments worked hard to narrow the impact of the Mexican Supreme
Court's 2001 life imprisonment decision. Both PGR and Foreign Relations Secretariat (SRE) officials
petitioned the Court to reconsider its decision. The SRE also asserted its prerogative to judge the
adequacy of U.S. assurances and pressed the position that, as long as U.S. authorities provide
assurances before the SRE opinion is due, they are timely. U.S. officials honed language on “life
assurances” so that those facing life terms with eligibility for parole could face extradition. Despite its
commitment to legal assistance cooperation and implementation of the mutual legal assistance treaty
(MLAT), there are difficulties in informal exchange of information in criminal cases and timely
provision of evidence under the MLAT. Officials of both countries experience backlogs of requests.
Moreover, the GOM does not yet possess centralized record keeping for access to court docketing
records, criminal records, and publicly filed documents. The 2004 joint prosecutors' conference will
examine ways to reduce the backlog in MLAT requests and to focus on priority cases.

Agreements and Treaties. Mexico is party to the 1961 UN Single Convention, as amended by the
1972 Protocol, the 1971 UN Convention on Psychotropic Substances, and the 1988 UN Drug
Convention. Mexico also subscribes to regional counternarcotics commitments, including the 1996
Anti-Drug Strategy in the Hemisphere, which committed signatories to take strong actions against
drug trafficking, including controlling money laundering and preventing diversion of precursor
chemicals. Mexico is a party to the UN Convention against Transnational Organized Crime and two of
its Protocols. In October, Mexican officials signed a Memorandum of Understanding with Colombia
on Judicial-Technical Cooperation that will enable the two governments to exchange legal, scientific,
and operational information against organized crimes.

Mexico is also party to the Inter-American Convention Against Corruption. Mexico has been a driving
force behind the negotiation of the new UN Convention Against Corruption and, in December, it
hosted the international signing ceremony. The Convention obligates signatories to criminalize corrupt
acts such as bribery, to extend mutual legal assistance in the prosecution of suspected offenders, and to
aid in the identification and recovery of assets resulting from corruption. The Convention encourages
signatories to establish due diligence and transparency programs to aid in the detection and prevention
of financial crimes.

Mexican officials continued to participate actively in the Inter-American Drug Abuse Control
Commission (CICAD) of the Organization of American States. Attorney General Macedo served as
President of CICAD from December 2002 to November 2003; during this period, CICAD approved
the first full round of national counternarcotics assessments under the OAS’ Multilateral Evaluation
Mechanism (MEM) process. In October, Mexico also hosted the First Meeting on Cooperation to
Fight Organized Crime, at which delegates discussed expansion of the OAS’ focus beyond
counternarcotics cooperation.

The United States-Mexico Extradition Treaty entered into force in 1980. A U.S. Protocol to the
Extradition Treaty, which became effective in May 2001, permits the temporary surrender for trial of
fugitives serving a sentence in one country but wanted on criminal charges in the other. However,
Mexican authorities have reported legal difficulties in implementing the Protocol. The United States
and Mexico continue to improve implementation of the Mutual Legal Assistance Treaty.
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IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. Bilateral counternarcotics cooperation remains close and represents one of the
most positive aspects of relations between the United States and Mexico. U.S. and Mexican law
enforcement personnel routinely share sensitive information to aid in the capture and prosecution of
drug traffickers and the seizure of cocaine, heroin, marijuana, and methamphetamine shipments. While
bilateral law enforcement cooperation often depends upon cultivation of close interpersonal
relationships among key officials, significant progress has been made in establishing bilateral
frameworks for promoting continued cooperation well into the future. The United States and Mexico
continued to participate in numerous bilateral counternarcotics and law enforcement fora.

The most senior, on-going bilateral entity involves the annual Binational Commission (BNC), at
which the Attorneys General of both nations lead discussions at the Law Enforcement Working
Group. The Senior Law Enforcement Plenary (SLEP) meets several times per year to monitor and
guide bilateral actions at the practical and operational level. The SLEP comprised several working
groups, including those dealing with major drug trafficking organizations, money laundering, demand
reduction, arms trafficking, extradition, interdiction, training, and precursor chemicals. To promote
cooperation against trans-border criminal organizations, U.S. and Mexican officials developed joint
threat assessments to enhance mutual understanding of major drug trafficking threats and to improve
joint targeting efforts.

In 2003, the U.S. Interdiction Coordinator participated in the Bilateral Interdiction Working Group
(BIWG) for the first time. The Directors of JIATF-South and JIATF-West also participated in several
meetings. The BIWG acted as the catalyst for the creation and testing of a ship-to-ship
communications plan. The plan will assist ships and aircraft of both countries to communicate better
and respond more effectively to suspicious maritime vessels. The plan was successfully tested in early
December. Technical sub-groups also developed lists of suspect maritime vessels and prepared an
analysis of drug trafficking flows and assets needed to enhance drug interdiction. In 2003, the BIWG
agreed to establish a sub-group on precursor chemicals to complement efforts of the SLEP working
group. Post-seizure analysis improved in selected drug cases but remained infrequent.

Mexico continued to expand and solidify the professionalization of its law enforcement institutions.
Rigorous training programs, important acquisitions of equipment, renovation and construction of new
offices, and improvement of benefits, including salaries and job security, contributed to the ongoing
professionalization of Mexican law enforcement personnel. Indeed, 2003 saw progress at the federal,
state, and local levels, demonstrated most notably in the increasing number of requests to the United
States for training and equipment donations. The newly-created PGR training and professionalization
office cooperated closely with USG agencies in these areas. At the state level, the National Public
Security System (NPSS), serving the entire country through a system of five Regional Training
Academies, developed aggressive programs, providing training to state, local and federal preventive
uniformed police personnel.

The USG supported Mexico’s professionalization efforts in 2003 by sponsoring over 140 training
courses for 6,484 Mexican police officers, prosecutors, and investigators at the federal, state, and local
levels. Courses include a broad spectrum of skills, including crisis management, ethics, corruption
investigations, supervision and management, basic investigative techniques, crime scene
investigations, land interdiction, money laundering investigations, counterterrorism, collection and
analysis of intelligence, and handling of cyber-crimes. U.S. Embassy-sponsored training placed
increased emphasis in Counter-Terrorism, Airport Security, and Crisis Management. The National
Public Security System (NPSS) of the Secretariat of Public Security helped coordinate training for
state and local officials at five regional academies. To ensure proper coordination on course delivery,
the Embassy prepared a comprehensive Master Training Plan.
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While primarily designed to deter terrorists from using Mexican territory as a springboard for entry
into the United States, implementation of security projects along the United States-Mexico border
played a role in enhancing interdiction of illicit drugs and other types of contraband. Mexican officials
collaborated closely with U.S. counterparts to implement these vital projects, including installation of
Non-Intrusive Inspection Equipment (NIIE) at border crossing points , establishment of an Advanced
Passenger Information System (APIS) to review passenger manifests of commercial airlines, training
and equipping of Mexican officials involved in the rescue of migrants stranded in remote desert
regions, and deployment of planning software to enhance infrastructure and staffing at ports of entry.

The Road Ahead. President Fox and Attorney General Macedo have striven to reform, reorganize and
modernize Mexico’s criminal justice sector, including rigorous steps to root out corruption among
federal police officials. The creation of AFI and SIEDO and expansion of CENAPI represent major
undertakings at criminal justice sector reform and institution building. Improving interagency
cooperation is essential to fight money laundering, stop diversion of precursor chemicals, and ensure
successful prosecutions.

With clear GOM commitment, improving capabilities, and enhanced information management,
Mexico is well positioned to begin to stem the flow of drugs through its territory en route to the U.S.,
and the USG is committed to supporting that effort. Many opportunities exist to enhance further the
unprecedented level of cooperation of cooperation between U.S. and Mexican law enforcement. As
law enforcement capacity, professionalism, and integrity increase, so too will mutual confidence.
Progress is being made to institutionalize relationships to harness this cooperative spirit for the future.

Innovative and targeted investment of additional USG resources for justice sector development and
operational support in Mexico will pay considerable dividends in stemming the production and flow of
drugs through Mexico to the United States as well enable the GOM to work effectively with us to
dismantle trans-border criminal cartels. Vigorous bilateral cooperation in administering our common
border will also help to prevent terrorist exploitation of legitimate flows of bona-fide travelers and
commercial goods between our two nations, thus preventing terrorists from using Mexican territory to
stage attacks on the United States.
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Mexico Statistics

(1994-2003)

2003 | 2002 | 2001 | 2000 | 1999 | 1998 | 1997 | 1996 | 1995 | 1994
Opium
Potential Harvest — | 2700 | 4,400 1,900 | 3600 | 5500 | 4,000 | 5100| 5050 | 5,795
(ha)
USG Estimated — 7400 | 7,600 | 7900 | 9500| 8000 | 7900 8450| 6,620
Impact (ha)
Eradication (ha) — | 19,157 | 19,115 | 15300 | 15469 | 17,449 | 17,732 | 14,671 | 15389 | 11,036
Cultivation (ha) — 11,800 9,500 | 11,500 | 15,000 [ 12,000 | 13,000 | 13,500 | 12,415
Potential Yield (mt) — 47 71 25 43 60 46 54 53 60
Cannabis
Potential Harvest — | 7900 | 4100 3900 | 3700 | 4600 4800| 6500| 6,900/| 10,550
(ha)
USG Estimated — | 7900 | 7400 13,000 | 19,400 | 9,500 | 10,500 | 12,200 | 11,750 | 8495
Impact (ha)
Eradication (ha) — | 30,775 | 28,699 | 33,000 | 33583 | 23,928 | 23576 | 22,961 | 21,573 | 14,227
Cultivation (ha) — | 7900| 4100 | 16,900 | 23,100 | 14,100 | 15,300 | 18,700 | 18,650 | 19,045
Potential Yield (mt) — | 7900 | 7400 7000| 6700 | 8300 8600 | 11,700 | 12,400 | 5,908
Seizures
Opium (kg) 189 310 516 270 800 150 340 220 220 150
Heroin (kg) 165 282 269 268 258 120 115 363 203 297
Cocaine (mt) 20 12.6 30.0 18.3 335 226 349 23.6 22.2 22.1
Cannabis (mt) 2,019 1,633 1,839 1,619 1,459 1,062 1,038 1,015 780 528
Methamphetamine 652 457 400 555 358 9% 9| 172 496 265
(kg)
Arrests
Nationals 7653 | 6,930 [ 9,784 10,261 | 10,034 | 10,572 | 11,038 | 9,728 | 6,860
Foreigners 139 125 189 203 255 170 207 173 146
Total Arrests 7792 | 7,055 | 9,973 10464 | 10289 | 10,742 | 11,245 | 9,901 7,006
Labs Destroyed — 13 28 7 8 19 19 9
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Nicaragua

|. Summary

Nicaragua is not a major drug producing country. However, the country is a transit zone for narcotics
trafficked from South America to the United States and Europe. Major trafficking routes are found on
both coasts as well as through the country on the Pan American Highway. The isolation of the
country's Atlantic Coast, its vulnerable banking system, its endemic poverty, and the fact that many in
the population remain well-armed from years of civil war during the 1980s all make Nicaragua a rich
target for drug traffickers. Consequently, the U.S. Government is working to help Nicaragua fight
against illegal drugs. Narcotics consumption in Nicaragua is a growing problem, particularly along the
Atlantic Coast. The Nicaraguan Government (GON) is making a determined effort to fight both the
domestic use of illegal drugs and the international narcotics trade. However, lacking resources, the
Nicaraguan National Police (NNP) and the Nicaraguan Armed Forces require U.S. help to make
significant gains against well-financed and well-armed drug traffickers.

In 2001, Nicaragua ratified a six-part bilateral maritime counternarcotics agreement with the United
States. On the basis of this treaty, Nicaraguan and U.S. law enforcement authorities engaged in several
joint maritime counternarcotics operations in 2003, including seven high seas prisoner transfers. The
United States also continued to assist the Nicaraguan National Police's (NNP) counternarcotics efforts
during the year. Working with the DEA office in Managua, the NNP seized significant amounts of
cocaine and heroin in 2003. The Nicaraguan National Assembly is currently considering illegal money
laundering legislation to set up an operational and technical Commission of Financial Analysis to help
the banking sector identify and track suspicious deposits over USD 10,000. Nicaragua is a party to the
1988 UN Drug Convention.

Il. Status of Country

Colombian drug traffickers move illegal narcotics through Nicaragua by land, sea, and air. According
to DEA Managua, advances in maritime interdiction by the governments of Panama and Costa Rica
have pushed drug traffickers northward in their search for refueling areas. Nicaragua is also in danger
of becoming a target for money laundering due to a vulnerable banking sector. DEA and the NNP
have noted continued movements of illegal drugs by air that the GON is powerless to intercept.

The NNP is a relatively capable law enforcement organization. In 2003, the DEA office in Managua
and the NNP conducted joint investigations that resulted in the capture of 75.9 kilograms of heroin and
1,199 kilograms of cocaine, representing a 50 percent increase in heroin seizures but nearly a 60
percent decrease in cocaine seizures over last year. Despite these achievements, resource constraints
and an inefficient and corrupt legal system continue to impede fully effective police operations.
Consumption of illegal drugs (especially crack cocaine) remains a serious problem, particularly along
the Atlantic Coast. Although the NNP is responsible for law enforcement, the Army, which includes a
naval unit, is increasingly playing an important support role in counternarcotics efforts.

lll. Country Actions Against Drugs in 2003

Policy Initiatives. The Government of Nicaragua (GON) continues efforts to revamp the country's
legal system. In December 2002, the new Criminal Procedures Code went into effect. The Code
permits oral arguments in court cases, a change that should allow fairer and more efficient processing
of legal cases. The GON prosecutors, with USAID training, are learning to use this new system
effectively. The National Assembly is currently stalled on passing reforms to the major statute that
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covers illegal drugs. This draft law includes important provisions related to money laundering. If
approved, the amended statute would clearly establish money laundering as an autonomous crime as
opposed to only being a component of drug trafficking cases.

Accomplishments. Nicaraguan authorities continued to destroy domestically grown marijuana plants
in increased numbers during 2003. They also carried out major seizures of transshipped cocaine and
heroin (see below). In the course of the year, several joint maritime operations were carried out
between the Nicaraguan Military, the Nicaraguan Police and U.S. Law Enforcement vessels under the
auspices of the U.S.-Nicaraguan bilateral maritime counternarcotics agreement that went into force in
2001. The Nicaraguan Navy has also assisted with three prisoner transfers wherein crews of U.S.
seized drug boats were landed in Nicaragua for transfer to the U.S. The NNP has conducted operations
against local drug distribution centers, gathering intelligence on their locations and making arrests.

Law Enforcement Efforts. During 2003, the NNP arrested over 900 persons on drug-related charges,
including 22 foreigners. During the same time, Nicaraguan authorities seized 1,199 kilograms of
cocaine; 75.9 kilograms of heroin; 127,564 marijuana plants and 811 pounds of cleaned marijuana,
plus 10,430 crack “rocks.” Whereas in CY 2002, 19,860 tablets of ecstasy were seized, in CY 2003 the
NNP did not make a single ecstasy seizure. The Nicaraguan Navy seized 121 kilograms of cocaine and
one kilogram of heroin. They also seized 14 fast boats that had already jettisoned/delivered their cargo.
In addition, the Navy broke up affiliated alien smuggling and arms smuggling rings. Despite this
record, resource limits continue to plague the NNP. The Narcotics Unit has only 116 officers,
including administrative support, to cover all of Nicaragua. The Nicaraguan Navy, with INL help, is
only now developing a long range patrol capability that will be able to maintain a presence at sea for
days at a time.

Corruption. The GON does not engage in, encourage, or facilitate the illicit production or distribution
of narcotics, or the laundering of proceeds from illegal drug transactions. The NNP regularly rotates
officers to prevent conflicts of interest from developing at the local level. The NNP also issues
numbered badges in order to make it easier for the public to identify abusive police officials. Finally,
the Narcotics Unit answers only to the top two ranking officials in the NNP, a measure that maintains
the integrity of confidential information. DEA and INL have begun developing an elite drug unit
within the Narcotics unit.

Low salaries make it hard to eliminate corruption. A new Nicaraguan Police Officer earns about $120
a month. Judges' official salaries run about $500 month. Corrupt judges often let detained drug
suspects go free after a short detention, a practice that puts drug traffickers back on the streets,
undercutting police morale.

Starting in CY 2000, with funding provided by INL and using expertise provided by the Department
of Justice's International Criminal Investigative Training Assistance Program (ICITAP) in Guatemala,
the NNP developed an Anti-Corruption Unit (UAC) to investigate cases of abuse of government
power. The unit has contributed to cases that have resulted in a number of arrests for corruption and
misuse of government funds. ICITAP programs will terminate at the end of CY2003, but INL plans to
maintain support, under a new multi-agency anticorruption initiative for both the anticorruption unit
and the various training programs at the police academy.

Agreements and Treaties. Nicaragua is a party to the 1961 UN Single Convention on Narcotic
Drugs, the 1971 UN Convention on Psychotropic Substances, and the 1988 UN Drug Convention. A
U.S.-Nicaragua extradition treaty has been in effect since 1907, but the Nicaraguan constitution
prohibits extradition of Nicaraguan nationals. Nicaragua is a member of the Caribbean Financial
Action Task Force (CFATF). The United States and Nicaragua signed a bilateral counternarcotics
maritime agreement in November 2001. Nicaragua has ratified the UN Convention against
Transnational Organized Crime. Nicaragua is a member of the Inter- American Drug Abuse Control
Commission (CICAD) of the Organization of American States (OAS). Nicaragua is a party to the
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Inter-American Convention Against Corruption and in 2001 signed the consensus agreement on
establishing a mechanism to evaluate compliance with the Convention. Nicaragua also ratified the
OAS Mutual Legal Assistance Convention in 2002, an agreement that facilitates the sharing of legal
information between countries.

Cultivation/Production. With the exception of marijuana, illegal drugs are not cultivated in
Nicaragua. The marijuana grown in Nicaragua is dedicated to local consumption.

Drug Flow/Transit. Nicaragua's location in the isthmus of Central America, the deep poverty of a
large proportion of the population, the lack of government presence in large sections of the country
and the paucity of government monies that can be dedicated to law enforcement make the country an
attractive transit zone for drug traffickers. Nicaragua's isolated Atlantic Coast constitutes the most
vulnerable part of the country. This region's many islands and inlets provide way stations for drug
smugglers moving between Colombia and points farther north.

Many Atlantic Coast residents, the majority of whom are ethnically and culturally distinct from
residents of the rest of Nicaragua, support the traffickers by refueling their vessels, storing drugs, and
serving as lookouts. In some communities drug smuggling has become the principal economic
activity, creating concern that an incipient “narco-culture” is emerging. Drugs also move north along
the Pan-American Highway and in ‘“go-fast” boats that run along the Pacific Coast. Multiple
unidentified small aircraft transit Nicaraguan airspace at night. A number of drug shipments have been
“dropped” on the Atlantic coast for further surface transshipment. The GON has no capability to
intercept these flights. At this time the GON has little capability to monitor or prevent the diversion of
precursor chemicals, which are utilized in drug manufacturing in neighboring countries. DEA suspects
that drug-processing labs are now being set up within Nicaragua.

Domestic Programs (Demand Reduction). Drug consumption in Nicaragua continues to be a
problem. Atlantic Coast leaders in particular have become concerned about increasing levels of crack
cocaine use in that region of the country. The Atlantic coast is the poorest part of Nicaragua and
suffers from chronic 60-70 percent unemployment. Narcotics traffickers pay for help from locals by
distributing drugs, a practice that augments the number of addicts in the local population. In addition,
drug shippers threatened by interdiction in the Caribbean Sea toss their cargoes overboard. Drug
packages wash ashore in communities where residents divide up the captures among village members
to sell. Both trends reinforce local use.

The GON has responded to its growing domestic drug problem. The Ministries of Education and
Health, the NNP, and the Nicaraguan Fund for Children and Family (FONIF) have all undertaken
limited demand reduction campaigns. In February 2001, the USG established the D.A.R.E. Program in
Nicaragua and, since its inception, approximately 150 NNP officers have received training as
D.A.R.E. instructors. During 2001-2002, over 8,200 Nicaraguan schoolchildren were awarded
certificates of participation in the D.A.R.E. program. During 2003, 5,975 students received D.A.R.E.
training.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. Nicaragua and the United States are strong allies in counternarcotics
activities. The police have done much to professionalize their force since Nicaragua returned to the
democratic fold in 1990. The NNP established formal relations with the DEA in 1997. From that time,
cooperation between the two agencies has been ongoing and effective. During 2003, the U.S.
continued to provide significant counternarcotics and law enforcement assistance to the National
Police through the DEA, State/INL, and the U.S. Department of Justice. In FY 2003, the USG will
fund the creation of an elite narcotics investigative unit.
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A new bilateral anticorruption initiative will bring additional USG resources to bear in improving the
judicial system and the customs service. The Nicaraguan Military has also proven to be an effective
and reliable partner in the counternarcotics field and has committed ground, air, and naval forces to
support law enforcement operations. INL is refurbishing several large and numerous smaller patrol
boats to carry out interdiction activities on both the Atlantic and Pacific coasts. Nicaragua is
cooperating with the U.S. on attempts to cut off terrorist financing. The USG shares information on
suspect persons or organizations whose assets should be frozen with the Superintendent of Banks as
well as the Ministry of Finance and the Foreign Ministry. Nicaragua is a party to the 2002
International Convention on the Suppression of the Financing of Terrorism.

The Road Ahead. Nicaragua's leaders and its people recognize the threat that illegal drugs pose to
Nicaraguan society and sovereignty. The Nicaraguan Military and the Nicaraguan Police are
committed to the counternarcotics effort. Even so, Nicaragua does not possess the resources to wage
this war alone. The country requires continued assistance. Nicaragua also requires urgent internal
reforms, particularly the professionalization of justice sector personnel and the application of stronger
statutes to combat crimes like corruption and money laundering, if the country is to become a
successful partner with the United States in fighting the narcotics trade.
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Panama

|. Summary

Panama serves as a major transshipment point for narcotics from South America to the United States
and Europe. In 2003, the GOP seized increased quantities of illicit drugs, including a significant
amount of heroin. The Government of Panama (GOP) fully cooperates with the U.S. Government
(USQG) and the international community in combating drug trafficking, money laundering, and other
transnational crimes. The GOP expanded the capacity of its law enforcement agencies to combat
international narcotics-related crimes with the augmentation of resources in the Darien region; the
maturation of a Public Ministry, Technical Judicial Police (PTJ) Vetted Unit; and the development of a
Panama National Police (PNP) mobile inspection unit. Panama is taking steps to strengthen its
precursor chemical control regime, including the drafting of improved legislation and strengthening of
interagency cooperation. Panama is a party to the 1988 UN drug convention.

Il. Status of Country

Panama's proximity to the world's largest cocaine producer and South America's heroin producers,
containerized seaports, Pan-American Highway, international hub airport and numerous uncontrolled
airfields, vast coastline, and limited control of its borders, continue to make Panama a major drug-
transit country. Strengthened interdiction efforts in the Caribbean and Eastern Pacific have increased
the importance of the Central American corridor for drug traffickers. Domestic drug abuse,
particularly among juveniles, continued to be a significant problem in 2003. The results of national
household and student drug abuse surveys will help to quantify the extent of the problem. Panama is
not a significant producer of drugs or precursor chemicals. Cannabis is produced in small quantities
for local consumption, and small-scale coca cultivation has been reported in Panama's remote Darien
Province that borders Colombia.

lll. Country Actions Against Drugs in 2003

Policy Initiatives. In 2003, the Panamanian National Commission for the Study and Prevention of
Drug-Related Crimes (CONAPRED), an inter-institutional GOP entity functioning under the direction
of the Attorney General's office, began implementation of its second five-year National Drug Control
Strategy. The report, released in 2002, proposes 81 projects to combat all aspects of drug supply and
demand.

Accomplishments. During 2003, the Drug Prosecutor's office held the third national seminar for
counter narcotics authorities. Panama also chaired and hosted the Central American Permanent
Commission on Narcotics (CCP) annual meeting in October 2003.

Law Enforcement Efforts. USG law enforcement agencies enjoy cooperative relationships with their
GOP counterpart agencies across the full spectrum of narcotics-related criminal matters. DEA-
monitored statistics through December 2003 indicate seizures of 9.92 metric tons of cocaine (9,487
kilograms), 1.44 metric tons of cannabis (1,478 kilograms), .21 metric tons of heroin (205 kilograms),
2,609 tablets of Ecstasy, 9,753 amphetamine tablets and 226 arrests for international drug-related
offenses, as well as $6,058,091 in currency seizures. An aggressive GOP law enforcement posture has
compelled trafficking groups to employ more sophisticated methods and greater operational security,
and to vary their smuggling routes to elude detection. Consequently, as in recent years, most of the
large seizures in 2003 resulted from intelligence-driven operations and cooperation among Panama's
public forces and with USG counterparts.
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This cooperation was furthered by the creation in December 2001 of a Public Ministry/PTJ Vetted
Unit with authority to conduct special and sensitive investigations relative to major drug and money
laundering organizations. It complements three other institution-building, counter narcotics projects
sponsored by the U.S. Embassy's Narcotics Affairs Section (NAS) and the DEA—the PNP Mobile
Inspection Unit and Paso Canoas Interdiction Enhancements, the International Airport Drug Task
Force, and the Canine Unit. All of these projects have produced numerous seizures and arrests. The
PNP/PTJ Drug Task Force has accounted for 37 drug courier arrests this year.

The Public Ministry's Drug Prosecutor's Office (DPO) remains a respected entity for combating
narcotics-related crimes and a principal coordinator of Panama's Public Forces' counter narcotics
investigative resources. DPO cooperation with U.S. law enforcement agencies is excellent and
extensive. The PNP's Directorate of Information and Intelligence (DIIP) and its Anti-Drug Sub-
Directorate (DAD) are extremely effective drug investigative units. The PNP/DAD was responsible
for the majority of illicit drug seizures in 2003. The PNP responded aggressively to new trafficking
patterns in 2003, interdicting drug and arms shipments along the coast and in the interior of Panama.

The National Maritime Service (SMN) has vigorously employed assets to interdict illicit narcotics.
During 2003, the SMN conducted boardings and interdiction operations in response to USG requests.
The SMN also regularly provides critical assistance to USG drug-interdiction operations. This
includes verifying ship registry data for U.S. Coast Guard (USCG) or U.S. Navy boardings, and
transferring detainees and drug evidence from USG ships to Panama for air transport to the United
States for prosecution. The SMN participated in two exercises (CONJUNTOS) organized by the U.S.
Coast Guard and JIATF-S during 2003.

The National Air Section (SAN) continued to provide excellent support for counter narcotics
operations despite limited air assets. The SAN acquired four new helicopters during 2003, which will
improve its ability to respond to future requests for assistance from USG and GOP law enforcement
entities. The SAN continued to respond rapidly to U.S. law enforcement requests to over-fly and
photograph suspect areas and to identify suspect aircraft in flight or on the ground. The SAN provides
logistical support in the transfer of detainees and drug evidence through Panama to U.S. jurisdiction.
The SAN and PNP continued to cooperate in the surveillance of areas of potential coca and cannabis
growth as well as verification of suspected clandestine airfields. Both the SMN and SAN responded to
reports of air drops of cocaine from general aviation aircraft to the Caribbean and Pacific coasts of
Panama.

Cultivation and Production. Joint DEA-SAN aerial reconnaissance efforts indicate small-scale coca
cultivation, accompanied by cocaine laboratories, has resumed in the portion of the Darien Province
bordering Colombia. GOP resource constraints, triple-canopy jungle, and the presence of armed
Colombian insurgents in the region have prevented crop eradication. Limited cannabis cultivation,
principally for domestic consumption, exists in Panama, particularly in the Perlas Islands. The SMN,
SAN, and PNP cooperate effectively to eradicate these crops.

Precursor Chemicals. Panama is not a significant producer or consumer of chemicals used in
processing illegal drugs, but a large volume of chemicals transits the Colon Free Zone for other
countries. The GOP regulatory/enforcement infrastructure to control the use and shipment of precursor
chemicals remains inadequate. During 2003, new legislation to create an effective regulatory system
and enforcement regime was presented to the National Assembly for approval. The legislation clearly
defines criminal conduct pertaining to chemical diversion and imposes adequate penalties. Early
legislative assembly action on the measure is hoped for in 2004. DEA collaborated with GOP law
enforcement agencies to conduct inspections and audits of businesses dealing in precursor chemicals.
Seizures of pseudoephedrine in 2003 totaled 9.6 million tablets. The GOP also took steps during 2003
to strengthen the interagency chemical control center, including providing it with new permanent
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offices. Panama also recently created an inter-institutional chemical control commission to ensure
more efficient coordination and cooperation between government agencies.

Drug Flow/Transit. Panama is a key center for the transit and distribution of South American
cocaine, heroin, and Ecstasy. Fishing vessels, cargo ships, small aircraft, and go-fast boats transit
Panamanian waters and airspace, continuing to other Central American countries and the United States
or dropping their cargo in Panama. Shipments deposited in Panama are repackaged and moved
northward on the Pan-American Highway or shipped in sea-freight containers. General aviation
aircraft planes enter Panamanian airspace, and transport drugs and money. Couriers transiting Panama
by commercial air flights continued to move cocaine, as well as increasing amounts of heroin, to the
United States and Europe during 2003.

Domestic Programs (Demand Reduction). CONAPRED's new five-year counter narcotics strategy
identifies 29 demand reduction, drug education, and drug treatment projects to be funded between
2002 and 2007 at a cost of U.S. $6.5 million. The Ministry of Education and CONAPRED, supported
by U.S. funding, promoted demand reduction through training for teachers and information programs.
In August 2003, a new law came into force that created a national drug prevention education program,
which mandates inclusion of drug prevention in school curriculum. CONAPRED and the Embassy's
NAS also supported the Ministry of Education's National Drug Information Center (CENAID) in
2003. The PNP Juvenile Police, with Embassy NAS funding, implemented the DARE Program in
Panama City public schools in 2003.

Corruption. As a matter of government policy and practice, Panama does not encourage or facilitate
the illicit production or distribution of drugs or the laundering of proceeds from illegal drug
transactions. Panamanian public perceptions of governmental corruption received increasing attention
during 2003 as preparations began for the 2004 Presidential campaign. Since January 2002, when two
major corruption scandals broke within the legislature—one over ratification of two Supreme Court
justices and the other over bribes in the concession law for a Colon Free Zone multimodal center—
fighting corruption has gained societal momentum among nongovernmental organizations, the private
sector, and the Catholic Church. The United States launched a new anticorruption initiative in
September 2003.

Agreements and Treaties. Panama is a party to the 1988 UN Drug Convention, the 1961 UN Single
Convention on Narcotic Drugs, as amended by the 1972 Protocol, and the 1971 UN Convention on
Psychotropic Substances. A mutual legal assistance treaty and an extradition treaty are in force
between the United States and Panama, although the Panamanian constitution does not permit
extradition of Panamanian nationals. A Customs Mutual Assistance Agreement and a stolen vehicles
treaty are also in force. In 2002, a comprehensive maritime interdiction agreement between the USG
and GOP entered into force. Panama has bilateral agreements on drug trafficking with the United
Kingdom, Colombia, Mexico, Cuba, and Peru.

IV. U.S. Policy Initiatives and Programs

The United States provided crucial equipment, training, and information to enhance the performance
of GOP counter narcotics, public force, and law enforcement institutions in 2003. These U.S.-
supported programs are aimed at improving Panama's ability to intercept, investigate, and prosecute
illegal drug trafficking and other transnational crimes; strengthening Panama's judicial system;
assisting Panama to implement domestic demand reduction programs; encouraging the enactment and
implementation of effective laws governing precursor chemicals and corruption; improving Panama's
border security; and ensuring strict enforcement of existing Panamanian laws. Panama does not have
an anti-alien smuggling law, nor has the USG approached the GOP on this issue.
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The USG, through USAID, continues to assist the GOP in developing an Administration of Justice
(AOJ) program to strengthen law enforcement and judicial institutions and procedures. This program
addresses objectives including reduction of pre-trial detention. The AOJ program also works to
promote civil society involvement in the reform process.

During 2003, the USCG worked closely with the SMN, enhancing its effectiveness as a maritime
interdiction force. In 2002, under a Memorandum of Understanding (MOU), the United States
provided the SMN the 180-foot buoy tender “Sweetgum.” In 2003, the United States, through the
Embassy's NAS, continued to procure repair parts for this and other boats transferred by the USG and
to fund additional training in fleet maintenance and boarding operations. The United States
traditionally has had an excellent relationship with Panamanian Customs, and has provided
Panamanian Customs with training, operational tools, and a canine program that has become a
linchpin of the Tocumen International Airport Drug Interdiction Law Enforcement Team. In 2003,
Panama was selected to participate in the Department of Homeland Security's Container Security
Initiative (CSI).

During 2003, the USG, through the NAS, donated four trucks and four boats to the PNP, which will
enhance its logistic and support capabilities for units in the Darien province. Funds from the 2002
Andean Counter drug Initiative (ACI) supported the growth of the PTJ Counter narcotics Vetted Unit.
Other NAS projects funded in 2003 included construction of an x-ray room at Tocumen Airport;
passport readers and stamps for the Immigration Department; communications equipment for the PTJ;
refurbishing “go fast” boats for the SMN; and equipping forensic laboratories in Panama City and the
interior. The NAS continued to support the Ministry of Education's teacher training programs in
demand reduction, development of Panama's Joint Intelligence Coordination Center, and joint counter
narcotics operations among Panamanian authorities and the DEA, U.S. Customs, and the USCG.

Bilateral Cooperation. The Moscoso Administration continued its close cooperation by sustaining
joint counter narcotics efforts with the DEA and by strengthening national law enforcement
institutions. The new maritime interdiction agreement has facilitated enhanced cooperation in
maritime interdiction efforts.

The GOP has remained one of the United States' principal partners in counter narcotics missions.
During 2003, under the authority of Panama's Attorney General and Ministry of Government and
Justice, there were 13 instances in which drugs and 103 prisoners seized on the high seas were
transferred through Panama's territory for prosecution in the United States. The GOP has cooperated
with U.S. requests to board and search Panamanian-flagged vessels suspected of drug smuggling in
international waters. In 2003, the PTJ, Panamanian Customs, and the PNP, with support from the U.S.
Customs Service and the DEA, executed interdiction operations against alien smuggling and drug
trafficking along the Costa Rican border.

The Road Ahead. The GOP continues to demonstrate its commitment to build strong law
enforcement institutions and deter the flow of narcotics northward. The GOP is ready to cooperate
with the USG on port security, which will be advanced by the implementation of the Container
Security Initiative. This effort also continues to enjoy significant private sector support.

Panama's law enforcement efforts would be enhanced through additional coordination among its law
enforcement agencies, and improvement of the role and capabilities of the PTJ as an investigative
agency. GOP resources will continue to be inadequate to patrol fully the land borders, the Panamanian
coastline, and the adjacent sea-lanes, rendering them vulnerable to illicit traffic. The United States will
continue to work with the GOP to help strengthen Panama's ability to deter trafficking in drugs
through training and equipment. The United States will also continue to work with the GOP to help
strengthen Panama's law enforcement and public forces institutional capacity and will provide
assistance to Panama to support criminal justice reform, as well as anticrime and anticorruption
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efforts. The United States will continue to work with the Ministries of Health and Education and
NGOs to expand Panama's demand reduction programs.
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The Bahamas

|. Summary

The Bahamas continues its role as a major transit country for cocaine and marijuana bound to the U.S.
from South America and the Caribbean. The Government of The Bahamas (GCOB) cooperates with
the United States Government (USG) to stop the flow of illegal drugs through its territory, to target
Bahamian drug trafficking organizations and to reduce the domestic demand for drugs within the
Bahamian population.

In the legislative arena, the Bahamian cabinet did not approve the National Anti-Drug Plan because it
was unable to identify funding for the five year plan. There has been no legislation proposed to
implement recommendations of an OAS/CICAD assessment of the Bahamas precursor chemical
control system. The Bahamas is a party to the 1988 United Nations Drug Convention.

Il. Status of Country

The Bahamas is a country of an estimated 310,000 inhabitants and 700 islands and cays distributed
over an area similar in size to that of the state of California. The Bahamas' strategic location on the
maritime and aerial routes between Colombia and the U.S. makes it an attractive location for drug
transshipments of Colombian cocaine and Jamaican marijuana. It is estimated that some 12 percent of
the cocaine trafficked to the U.S. passes through the Jamaica-Cuba-Bahamas vector. Although small
plots of marijuana plants have been found in Grand Bahamas, Abaco, Eleuthera, Andros and Cat
Island, The Bahamas is considered neither a significant drug producer nor a producer or transit point
for drug precursor chemicals.

The Bahamas participates actively in Operation Bahamas and Turks and Caicos (OPBAT)—a multi-
agency international drug interdiction cooperative effort established in 1982. OPBAT is the largest and
longest-established cooperative effort overseas by any government involved in drug enforcement.
OPBAT brings together on the U.S. side, the Drug Enforcement Administration (DEA), the U.S. Army
(DOD), U.S. Coast Guard, the Bureau of Customs and Border Protection (BCBP), and the Department
of State (DOS) and, on the Bahamian and Turks and Caicos side, counterparts from the Royal
Bahamas and Turks and Caicos Police Forces. During 2003, OPBAT seized 6.8 metric tons of cocaine
and 13 metric tons of marijuana.

lIl. Country Actions Against Drugs in 2003

Policy Initiatives. In August 2003, the long-awaited Bahamas Integrated Justice Information System
(BUIIS), a judicial case management software program was inaugurated in the Bahamian court system.
The system will streamline and accelerate the administrative process in Bahamian courts by making it
virtually paperless. The installation and training of the Attorney General Office's personnel will be
completed in the first half of 2004.

However, the completion of important counternarcotics initiatives faced numerous delays and
financial constraints throughout 2003. The completion of a National Anti-Drug Plan (NADP), a
process that began in 2001 with the assistance of the OAS/CICAD, was again delayed. Although the
Plan was drafted and reviewed by the Cabinet, it awaits the identification of resources to implement
the ambitious five-year plan. Similarly, there was no legislative movement to implement the
recommendations of an OAS/CICAD assessment of the Bahamas precursor chemical control
legislation.
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Accomplishments. The Drug Enforcement Unit (DEU) of the Royal Bahamas Police Force (RBPF)
cooperated closely with the U.S. and foreign law enforcement agencies on drug investigations in 2003.
DEU's enhanced investigative and interdicting capabilities resulted in 1,434 drug-related arrests.
Several indictments have been issued and more than 15 requests for extradition on drug related
charges are pending action from the courts. On November 2003, a Bahamian magistrate approved the
U.S. extradition request for Austin Knowles, Jr. and four members of his criminal organization.
Knowles led one of the most prolific drug trafficking network in the Caribbean prior to his arrest in
December 2002. Knowles is appealing the extradition ruling.

Law Enforcement Efforts. The RBPF continued to participate actively in OPBAT, a tripartite drug
interdiction effort aimed at eliminating the flow of cocaine and marijuana en route to the United
States. Alerted by U.S. Customs and Border Protection surveillance aircraft, and in some occasions by
members of the Cuban Coast Guard, U.S. Army and Coast Guard helicopters intercept maritime drug
smugglers and seize airdrops of drugs into Bahamian territory. OPBAT assets are located in three
bases strategically placed on Andros, Great Exuma, and Great Inagua. Officers of the DEU and the
Royal Turks and Caicos Islands Police fly on all OPBAT missions and are responsible for making
arrests and seizures. A DEA agent accompanies the crew to provide assistance and coordination.
RBPF personnel use three USG-donated interceptor boats to interdict the drug smuggling go-fast
vessels detected by OPBAT helicopters. Seizures of drugs and traffickers captured by OPBAT assets
in international waters are taken to the U.S., while those taken in Bahamian or Turks and Caicos
territory are turned over to those nations.

The DEU is an elite group of 94 officers that works closely with the USG on drug investigations and
interdictions. The DEU staff includes a 21-member strike force which participates in OPBAT
missions, a 14-member marine unit which crews and services the fast-response interceptor boats, a 23-
member general investigation unit, a 9-member technical and surveillance unit, with a 5 member unit
in Freeport and 3 commanders. The drug canine units in Nassau (4 officers) and Freeport (2 officers)
are also attached to the DEU.

During 2003, the DEU seized 4 metric tons of cocaine and 6 metric tons of marijuana. (Note: DEU
seizures are included in OPBAT’s total). The DEU arrested 1,434 persons on drug related offenses and
DEU seized drug-related assets valued at $2.9 million in addition to two aircraft and 10 boats.

The GCOB plans to have the Royal Bahamas Defence Force (RBDF) take a greater role in interdicting
maritime drug smugglers remained unfulfilled in 2003. RBDF's participation in drug interdiction
events was minimal since their vessels were either out of service or not available to participate in
OPBAT’s requests for assistance in pursuits. The RBDF continues to assign three marines to the
Caribbean Support Tender (the U.S. Coast Guard cutter “Gentian”).

Corruption. As a matter of government policy, The Bahamas does not encourage or facilitate illicit
production or distribution of narcotic or psychotropic drugs or other controlled substances, or the
laundering of proceeds from illegal drug transactions. The GCOB is a party to the 1996 Inter
American Convention Against Corruption. No senior official in the GCOB was convicted of drug-
related offenses in 2003.

The RBPF proactive approach to educating the public and providing more supervision to newer
officers seemed to bear fruit during this year. Police reported a 24 percent drop in the number of
corruption allegations brought against police officers last year. There were 20 corruption related
matters reported in 2003 compared to 31 in 2002. The RBPF created in August an internal committee
to investigate allegations of corruption against police officers. In September 2003, the committee
investigated the theft of 11 kilos of cocaine from the Drug Enforcement Unit office. Although the
probe is ongoing, at least one officer was transferred out of his position.
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Outside observers consider the RBDF lagging in its ability to conduct internal investigations into
allegations of corruption amongst its members. High-level leadership in the force has declined USG
suggestions for establishing an administrative mechanism or an internal affairs unit to deal with
corrupt members of the RBDF since by statute, the only way to remove such officers is through a
conviction in a civilian court of law. In addition, a long-promised investigation into the suspicious
disappearance over eleven years ago of confiscated drugs in the custody of the RBDF has not yet
begun.

Agreements and Treaties. The Bahamas is a party to the 1961 UN Single Convention on Narcotic
Drugs and its 1972 Protocol, the 1971 Convention on Psychotropic Substances, 1988 UN Drug
Convention, and the 1990 U.S.-Bahamas-Turks and Caicos Island Memorandum of Understanding
concerning Cooperation in the Fight Against Illicit Trafficking of Narcotic Drugs. As noted, the
GCOB is also a party to the 1996 Inter-American Convention Against Corruption. The GCOB works
with the USG to achieve the objectives of a continuing U.S.-Bahamas counternarcotics and law
enforcement project designed to enhance the capability of the GCOB to suppress criminal activity and
promote local demand reduction.

The US-Bahamas mutual legal assistance treaty facilitates the bilateral exchange of information and
evidence for use in criminal proceedings. U.S. MLAT requests seek to secure financial information
and evidence for use in criminal investigations and prosecutions in U.S. courts. A separate unit was
created within the Attorney General’s Office to process international requests for assistance, including
MLAT requests. However, the Office for International Affairs of the Attorney General—charged with
managing multilateral information exchange requests—faced growing criticism by its international
partners for foot-dragging on requests for financial information on suspected money launders and drug
traffickers. Such criticism was echoed in October 2003 by the Americas Review Group of the
Financial Action Task Force (FATF). The Government of the Bahamas has since re-doubled efforts to
reduce the backlog of pending information requests.

A 1994 U.S.-Bahamas extradition treaty permits the extradition of Bahamian nationals to the U.S.
GCOB prosecutors pursue USG extradition requests vigorously and, at times, at considerable expense
in resources. However, in the Bahamian justice system, defendants can appeal a magistrate’s decision,
first on local court level, and subsequently to the Privy Council in London. This process often adds
years to an extradition procedure. In the case against the notorious Bahamian drug trafficker Samuel
“Ninety” Knowles and his co-defendants, detained in prison since 2001, a Supreme Court justice in
February 2002 reversed an earlier magistrate’s decision granting his extradition. Then in January
2003, the Court of Appeal reversed that decision and restored the order granting their extradition.
Knowles and his co-defendants then appealed this ruling to the Privy Council which is expected to
issue its decision in 2004.

In 1985, the USG and the GCOB informally established a shiprider and overflight program for joint
operations. Formalized as the “Cooperative Shiprider and Overflight Drug Programme” in an
exchange of diplomatic notes in 1986, the program was extended by another such exchange in 1996.
The agreement permits The Bahamas to deploy law enforcement officers on USG vessels operating in
Bahamians waters. A Bahamian shiprider may grant a USG vessel authority to board and search any
suspicious drug—smuggling vessel in Bahamian waters (and Bahamian vessels in the high seas) and to
assist the shiprider executing arrests, as well as drug or vessel seizures. The agreement also authorizes
USG law enforcement aircraft to overfly Bahamian territory.

Drug Flow/Transit. The USG estimates that up to 12 percent of the cocaine heading to the United
States from South America and the Caribbean travels through the Jamaica-Cuba-Bahamas vector.
Most of the cocaine flow originates in Colombia and arrives in The Bahamas via “go-fast” boats from
Jamaica. The “go-fast” boats are the vehicles of choice for traffickers as they are a more elusive means
of transportation, and the reduced load size keeps the losses due to interdiction or otherwise to a
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minimum. During 2003, law enforcement officials identified on average, a suspicious “go-fast” type
boat on Bahamian waters every 3.5 days. In addition, there were 61 drug smuggling aircraft detected
over Bahamian territory. Small amounts of drugs were found on individuals transiting through the
international airports in Nassau and Grand Bahama Island and the transatlantic cruise ship ports. In
2003 Bahamian law enforcement officials identified shipments of drugs in Haitian sloops, fishing
boats and pleasure vessels. Also significant amounts of illegal drugs have been found in transiting
cargo containers stationed at the Port Container facility in Freeport. DEA/OPBAT estimates that there
are a dozen major Bahamian drug trafficking organizations.

Demand Reduction. The GCOB continues to make a modest monetary and “in kind” contribution to
demand reduction initiatives, especially in prevention and education. The quasi-governmental National
Drug Council, coordinates the demand reduction programs of the various governmental entities such
as Sandilands Rehabilitation Center, and of NGO's such as the Drug Action Service and the Bahamas
Association for Social Health. Its counternarcotics mascot “Saino” (pronounced “Say No!”) has been
particularly well received among the younger population. Other drug prevention programs and
presentations have been organized by RBPF's Community Relations Section, Canine Unit and DEU in
schools and churches in Nassau.

IV. U.S. Policy Initiatives and Programs

Policy Initiatives. The goals of USG assistance to The Bahamas are to dismantle drug trafficking
organizations, stem the flow of illegal drugs through The Bahamas to the United States and strengthen
Bahamian law enforcement and judicial institutions to make them more effective and self sufficient in
combating drug trafficking and money laundering. In March, the USG and the GCOB initiated
negotiations on a Comprehensive Maritime Agreement designed to consolidate and update a
patchwork of cooperative arrangements—including the shiprider and overflight agreements—dating
back to 1964. The negotiations will continue in 2004.

Bilateral Cooperation. During 2003, the U.S. State Department’s Bureau of International Narcotics
and Law Enforcement Affairs’ Bahamas Country Program, administered by the U.S. Embassy's
Narcotics Affairs Section (NAS), funded training, equipment, travel and technical assistance for a
number of law enforcement and drug demand reduction officials. The NAS has continued to provide
support to the Bahamian Customs Department’s canine unit at the Freeport Container Port. The NAS
procured computer and other equipment to improve Bahamian law enforcement capacity to target
trafficking organizations through better intelligence collection and more efficient interdiction
operations. In recent years, NAS donated three interceptor boats to the GCOB. These boats have been
deployed around Bahamian waters and have participated in a number of significant seizures of “go-
fast” drug smuggling vessels. This year, NAS assisted in providing them with vital maintenance and
parts not available in the country. In addition, NAS funds continued to be used to cover important
operational expenses, such as utilities, repairs and maintenance for three OPBAT bases in George
Town, Great Exuma; Matthew Town, Great Inagua; and at the Atlantic Undersea Test and Evaluation
Center (AUTEC), Andros Island. NAS also provided funding to The National Drug Council and the
Drug Action Service to extend their demand reduction activities to the Family Islands.

Road Ahead. The Bahamas' location and the expanse of its territorial area, guarantees that it will
continue to be targeted for drug transshipment and other criminal activity. The Bahamian Government
is expected to continue its strong commitment to our joint counternarcotics efforts. The U.S. looks
forward to the finalization of important legislation implementing the National Drug Plan, and a
precursor chemical control system, as well as the signing of a Maritime Agreement that would further
assist the counternarcotics efforts of The Bahamas. However, due to the growing drug trade and the
nation's small population and its relatively limited budgetary base, the GCOB will continue to depend
upon significant USG assistance to fight international narcotics trafficking and crime. Given the
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importance of maintaining an effective interceptor fleet, NAS will work closely with RBPF to study
the feasibility of converting some of the seized boats into interdiction boats. NAS plans to assist the
Bahamians in identifying innovative technologies to obtain important intelligence to thwart the flow of
drugs.
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The Bahamas Statistics
(1994-2003)

2003 | 2002 | 2001 | 2000 | 1999 | 1998 | 1997 | 1996 | 1995 | 1994
Seizures
Cocaine (mt) 4 245 0.94 2.74 1.86 4.39 2.58 0.12 0.39 0.49
Marijuana 6 11.49 4.06 3.80 3.60 2.30 3.76 2.61 3.53 1.42
(harvested)
(mt)
Amphetamines — 0.036 0.014 63.4 — — — — — —
(kg)
Arrests 1,434 1,899 1,629 1,811 1,969 1,650 1,894 1,576 1,565 1,025
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British Caribbean

The five British Overseas Territories in the Caribbean (Anguilla, British Virgin Islands, Cayman
Islands, Montserrat, and Turks & Caicos Islands) each have their own drug strategies focused on
interdiction, prevention, health, and education. The interdiction effort is focused on preventing drugs
from entering each territory and its territorial waters being used as a transit route to the United States
and Europe. In support of the UK Drug Strategy, HMG Customs and Excise have two officers based
in Miami who are the Drug Liaison Officers covering the United States and the Overseas Territories.

All the Overseas Territories cooperate regularly with the U.S. DEA and the U.S. Coast Guard on
counternarcotics initiatives and operations, and on other drug-related crimes, such as money
laundering. Since March 18, 1982, the Turks and Caicos Islands have been a signatory to a tripartite
Memorandum of Understanding with the United States and The Bahamas to combat drug trafficking.
Known as OPBAT, this permanent operation has seized over 75,000 kilograms of cocaine and 375,000
kilograms of marijuana, according to UK official statistics. In addition to providing police personnel to
OPBAT, the Turks and Caicos Islands has a police fixed-wing aircraft and sea vessels to support the
operation as required. The British Virgin Islands also has a fixed-wing aircraft and all the other
Overseas Territories have police marine vessels to support combined operations. The British Virgin
Islands works closely with the U.S. DEA in the U.S. Virgin Islands and with the Coast Guard based in
Puerto Rico. The Cayman Islands works closely with Jamaica and the U.S. DEA on joint
counternarcotics operations.

In addition to the individual territories’ aircraft and vessels, the Royal Navy deploys a destroyer or
frigate guard ship, with support vessel, in the Caribbean for most of the year. Much of the time is spent
on counternarcotics operations coordinated by the U.KS. Joint Interagency Task Force South (JIATF-
S).
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Cuba

|. Summary

The priority attention of the Cuban regime is on political control of the Cuban people. Regime security
officials did take a much more aggressive posture with respect to all activities deemed “illegal,”
including narcotics trafficking, beginning in the first quarter of 2003. However, the primary focus of
this stepped-up activity was the arrest of hundreds of civil society activists, 75 of whom were quickly
given prison terms averaging 20 years. The regime appears to have taken advantage of its broad
crackdown on drug trafficking to repress illegal economic activities permissible in most normal
societies. Later, the regime extended the crackdown to political activities permissible in democratic
societies. Cuban territorial waters and airspace continue to serve as an inviting corridor for smugglers
transiting from South America and the Caribbean to the U.S., Mexico, Haiti, and the Bahamas. The
country's geographic proximity to the U.S., 3,500 nautical miles of coastline and more than 4,000
sparsely populated islets and cays provide a favorable environment for both air and maritime
smuggling.

Cuban authorities have chosen not to provide an effective use of force policy and adequate resources
to counternarcotics authorities to give them more than a limited ability to interdict go-fast vessels or
aircraft. As a consequence, a favorable corridor inside the Cuban territorial waters and airspace exists
for smugglers transiting northbound from South America and the Caribbean. Absent an effective use
of force policy and decisions to direct state resources to other security areas, the current GOC
inventory of decaying patrol boats and aircraft do not constitute a credible interdiction force. Other
security forces are given greater resources; the Cuban government in particular provides substantial
budgets to other police authorities, especially the General Directorate of State Security, Cuba's
political police. Given the limited resources devoted to counternarcotics activities, Cuba's drug
interdiction efforts focus on recovering washed-up narcotics and providing information to the U.S.
Coast Guard on suspect vessels and aircraft transiting their airspace and territorial waters.

The Government of Cuba (GOC) issued Decree 232 in January 2003, initiating a nationwide crack
down on domestic narcotics trafficking and possession. The decree authorized arrests and confiscation
of property of drug producers, traffickers, and users. Though over 2000 arrests were made, mainly for
small-scale narcotics trafficking , the regime also arrested political opposition members and harassed
hundreds more.. Therefore, the timing of the counternarcotics crackdown indicates that it was intended
at least in part as a prelude to a wider repressive campaign. The GOC also implemented Operation
Hatchet III, a multi-agency counternarcotics interdiction operation in March 2003. The GOC claims to
have seized or recovered 5,673 kilos of illicit narcotics in 2003, mostly marijuana, of which 89 percent
washed up on the Cuban shoreline.

Limited, case-by-case coordination between the GOC and the USG on international drug trafficking
issues has taken place during the past year. After the establishment of the U.S. Coast Guard Drug
Interdiction Specialist (DIS) position at the U.S. Interests Section (USINT) in Havana in September
2000, Cuban authorities rarely took advantage of the access provided, instead cutting out the DIS on
most occasions. The officer was also subjected to diplomatically unacceptable harassment.. Following
our insistence that the DIS be effectively used or he would be withdrawn, Cuban authorities have
permitted some useful, albeit limited, interchanges. Cuban drug enforcement authorities have provided
the U.S. Coast Guard and the U.S. Drug Enforcement Administration (DEA) information on specific
investigative cases and actionable information on suspect northbound aircraft and go-fast vessels that
has resulted in U.S. drug seizures and arrests. Both the U.S. Coast Guard and the DEA have been able
to reciprocate information sharing on a limited number of cases. Cuba has not signed the Caribbean
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Maritime Counternarcotics Cooperation agreement, despite participating in the negotiations. Cuba is a
party to the 1988 UN Drug Convention.

Il. Status of Country

The island does not appear to be a significant producer of drugs or precursor chemicals, although
Cuban officials indicate that marijuana is being cultivated in small amounts for a growing domestic
market. The GOC reported that Cuban law enforcement officials have seized 54 tons of illicit narcotics
since 1997, of which 71 percent washed up from failed air drops and go-fasts that jettisoned their
narcotics following detection by U.S. law enforcement aircraft and vessels. Cuban officials pointed to
the growing quantity of drugs seized over the past few years as a sign that Cuba's attractiveness as a
transit point is increasing and their interdiction efforts are improving. The GOC claims its improved
recovery of washed-up narcotics stems from the increased presence of Cuban Border Guard troops and
coastal watch stations along the Cuban coastline. Some upgrades to patrol boats and equipment are
being made, including the addition of a newly refurbished 110-ft patrol boat and a newly built 52-ft
fast coastal interceptor for the Border Guard, but not at a rate commensurate with the growing
narcotics threat to Cuban territory.

According to Cuban Government statistics, the Border Guard interdicts ninety percent of the drugs
that Cuban law enforcement authorities seize. The lead investigative law enforcement agency on drugs
in Cuba is the Ministry of Interior's National Anti-Drug Directorate (DNA). The DNA is comprised of
a variety of law enforcement, intelligence, and youth affairs and education organizations.

The non-enforcement governing body for prevention, rehabilitation, and policy issues is the National
Drug Commission, formed in 1989 after the scandal involving the conviction and execution of an
Army major general, a Ministry of Interior colonel, and several other officials for purported
involvement in narcotics trafficking. This interagency coordinating body, headed by the Minister of
Justice, is comprised of the Ministries of the Interior, Foreign Relations, Public Health, Higher
Education, Education and Culture. Also represented on the commission are the Attorney General's
Office, Customs and Border Guard Services and the National Sports Institute.

lll. Country Actions Against Drugs in 2003

Policy Initiatives. Fidel Castro signed Decree 232 on January 23, 2003, “On the Confiscation for
Deeds Related with Drugs, Acts of Corruption and Other Illicit Behavior.” As a result, the GOC
launched a nationwide crackdown and a pledge to “battle against international drug trafficking and the
incipient internal market.” The decree authorizes arrests and confiscation of property of drug
producers, traffickers or users, and those guilty of “corruption, pimping, pornography, corruption of
minors, human trafficking and other similar crimes.”

Law Enforcement Efforts. The GOC implemented “Operation Hatchet III”, an ongoing
counternarcotics interdiction operation focused on disrupting maritime and air trafficking routes,
recovering washed-up narcotics, and a nation-wide public affairs campaign to encourage citizens to
report any drug trafficking or drug wash-ups to Cuban law enforcement authorities, in 2003. Operation
Hatchet III includes vessels, aircraft and radar surveillance from the Ministry of the Revolutionary
Armed Forces (Navy and Air Force), coastal patrol vessels and radar surveillance from the Ministry of
Interior Border Guard, and participants from the DNA, National Police, and the National Park
Rangers.

The GOC reported an expansion of its coastal watch station program and reported the existence of 239
coastal watch stations with 7,344 personnel assigned around the island of Cuba. The GOC also
claimed to establish counternarcotics units equipped with drug detection dogs and x-ray equipment at
each international airport to prevent visiting foreigners from bringing drugs in for their personal use.
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The extent to which the coastal watch program and the airport teams are deployed cannot be verified
and neither can their effectiveness when they are deployed.

The GOC implemented Operation “Coraza Popular” as a result of Decree 232 to detain, sanction, or
confiscate any items linked to narcotics trafficking. Led by the Ministry of Interior, they increased
investigations of suspected narcotics traffickers, and created a nationwide public awareness campaign
to eliminate drug trafficking and its associated crimes. The ongoing operation focuses on investigation
of internal drug trafficking and domestic marijuana production. Following the decree, Cuban police
rounded up suspects, raided homes and seized 93 kilos of illicit narcotics and arrested over 2000
people, mostly small time dealers involved in drug trafficking.

Drug Seizures/Arrests. According to the GOC, 89 percent of all drugs “seized” were wash-ups, not
from enforcement actions. Of this total, 89 percent was marijuana and 11 percent was cocaine. The
GOC reported the seizure of 5,673 kilos of illicit narcotics in 2003, which included 5,160 kilos of
marijuana, 506 kilos of cocaine, and 6.8 kilos of heroin and other synthetic drugs. Operation Hatchet
III alone is reportedly responsible for the recovery of 5,119 4 kilos of illicit narcotics in Cuba in 2003.

The Cuban Border Guard seized one go-fast boat with 437 kilos of marijuana onboard, after the vessel
had mechanical problems while navigating in Cuban territorial waters in May 2003. The Cuban
Border Guard also provided flight information to the U.S. Coast Guard that led to the interdiction of
an aircraft and the seizure of 400 kilos of cocaine by U.S. and Bahamian law enforcement authorities
in September 2003. The DNA provided information to the DEA that resulted in the dismantlement of a
New York-based heroin smuggling ring. Cuban law enforcement authorities also broke up a Cuba-
Curacao cocaine smuggling ring that resulted in the sentencing of nine Cuban and five Curacao
nationals to 13 years to life in prison for narcotics trafficking. The GOC reported that 18 foreigners
were arrested for narcotics trafficking in six separate cases with a total seizure of 17 kilos of cocaine
and 6.8 kilos of heroin at Jose Marti International Airport in Havana. The GOC also reported more
than 200 foreign tourists were detained for possession of narcotics for personal consumption at Cuban
international airports in 2003.

Corruption. The United States does not have direct evidence of narcotics-related corruption among
senior GOC officials, although regular anecdotal reports of corruption throughout all levels of Cuban
society and government continue to circulate. No mention of GOC complicity in narcotics trafficking
nor narcotics-related corruption was made in the media in 2003; the media in Cuba are completely
controlled by the state. Cuba has not signed the Inter-American Convention Against Corruption.

Agreements and Treaties. Cuba is a party to the 1988 UN Drug Convention, the 1971 UN
Convention on Pyschotropic Substances, and the 1961 UN Single Convention on Narcotic Drugs, as
amended by the 1972 Protocol. The GOC maintains bilateral narcotics agreements with 32 countries
and less formal agreements with 16 others. The GOC signed a counternarcotics agreement on asset
forfeiture sharing with Canada on July 09, 2003. Counternarcotics coordination between the U.S. and
Cuba occurs only on a case-by-case basis. The Cuban government has not signed the regional
Caribbean counternarcotics and cooperation agreement despite its participation in the agreement
negotiations. Cuba has signed the UN Convention Against Transnational Organized Crime.

Cultivation/Production. There is no evidence that Cuba is a significant drug-producing country.
Cuban narcotics officials say that small quantities of marijuana are grown around Havana and Eastern
Cuba for domestic use.

Drug Flow/Transit. Narcotics trafficking from Jamaica to Mexico, the Bahamas, Haiti, and to the
U.S. normally occurs through Cuban territorial seas and airspace, with a majority of the narcotics
trafficked via maritime routes inside the territorial waters of Cuba around the eastern and western tips
and via air routes over the eastern side of the island. Cuban law enforcement authorities reported
sightings of 69 suspect vessels (22 aircraft and 47 go-fast) in 2003 transiting their airspace or
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territorial waters, an increase from the 56 sightings in 2002. Small quantities of narcotics, carried by
drug couriers or “mules”, were trafficked via Cuba's international airports to and from Europe.

Chemical Control. Based on available information, Cuba is not a source of precursor chemicals, nor
have there been any incidents involving precursor chemicals reported in 2003.

Domestic Programs. The National Commission on Drugs (CND), created in 1989, has taken the lead
on drug prevention programs. British prevention and rehabilitation authorities have hosted seminars to
assist the Cubans in establishing similar programs. The majority of municipalities on the island have
counternarcotics organizations. Prevention programs focus on education and outreach to groups most
at risk of being introduced to illegal drug use. There is a counternarcotics action plan that encompasses
the Ministries of Health, Justice, Education and Interior among others in coordination with the United
Nations, to implement their long-term prevention strategy that is included as part of the educational
curriculum at all grade levels.

The GOC continues to blame the growing domestic drug consumption problem on increased foreign
tourism and “washed-up” drugs that are jettisoned from go-fast vessels and not reported by their
finders, who sell them for hard currency or consume them. The GOC has initiated a major public
affairs campaign to encourage citizens to report drug “wash-ups” and suspect drug dealers as well as a
public awareness campaign at all international airport terminals. The airport posters state the GOC
does not allow the possession or importation of narcotics by tourists.

IV. U.S. Policy Initiatives and Programs

Bilateral Cooperation. Narcotics cooperation occurs only on a case-by-case basis, and Cuban interest
in engaging with the DIS ebbs and flows based on the regime's political priorities. Since the arrival of
the new DIS in June 2003, responding to U.S. commitment to withdraw the DIS unless properly used,
the Cuban DNA and Border Guard have provided some increased exposure to Cuban counternarcotics
efforts, including an Operations Hatchet Il familiarization trip to the eastern provinces of Cuba,
attendance to observe a CND narcotics burn, and a tour of two new Border Guard patrol boats at Base
Havana. Whether this attitude will persist is a matter of speculation. In addition, the Cuban DNA
provided useful investigative case information on narcotics trafficking and the Border Guard provided
timely information on suspect vessels and aircraft to the U.S. Coast Guard on over 35 events. As
noted, the increased interaction is a result of the USG's insistence that the DIS be effectively used or
he would be withdrawn from Cuba. The GOC allowed a DEA team to meet with the DNA in Havana
to discuss two drug investigative cases of mutual interest that furthered their investigations on several
international drug traffickers.

The Road Ahead Cuba's strategic geographic position and the regime's refusal to implement an
effective use of force policy consistent with its interdiction and intelligence capabilities have created a
favorable corridor inside the Cuban territorial waters and airspace for smugglers transiting northbound
from South America and the Caribbean. Cuba's non-use of warning and disabling fire against
suspected drug trafficking vessels and non-participation in the Caribbean Regional Maritime
Counterdrug and Cooperation Agreement have added to the attractiveness of smuggling routes through
Cuban waters and airspace. Cuba recently indicated that it had no interest in signing the Caribbean
Regional Maritime Counterdrug and Cooperation Agreement, suggesting that it will not participate in
the regional coordination necessary to combat narcotics trafficking in the regional context. The failure
to assume that responsibility will increase the attractiveness of Cuban waters and airspace to narcotics
traffickers.
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Dominican Republic

|. Summary

The Dominican Republic (DR) is a major transit country for South American drugs, mostly cocaine
and heroin, moving to the United States and Europe. The Government of the Dominican Republic
(GODR) continued to cooperate closely with the U.S. in counternarcotics matters. Last year (2003)
saw a decrease in heroin and MDMA (ecstasy) seizures, an increase in cocaine interceptions, and
continued good results of the extradition process. Negligible cooperation between the GODR and the
Haitian police, and attempts to apply a strong anti-money laundering law to a notorious bank fraud
case presented challenges to U.S. law enforcement assistance to the GODR. Although the GODR
continued its efforts to combat corruption in 2003, corruption and weak governmental institutions
remained an impediment to controlling the flow of illegal narcotics through the DR. In 2003, an
estimated eight percent of the cocaine directed toward the U.S. flowed through Hispaniola, and nearly
half this amount reached the DR's shores directly from South American sources. The DR is a party to
the 1988 UN Drug Convention.

Il. Status of Country

There is no significant cultivation, refining, or manufacturing of major illicit drugs in the DR.
Dominican criminal organizations are increasingly involved in command and control of international
drug trafficking operations, but the country's primary role in regional drug trafficking is as a
transshipment hub.

Seizures in 2003 continued to indicate that cocaine, heroin, and marijuana destined for the U.S. and, to
a lesser extent, Europe were being transshipped through the DR and its territorial waters. Ecstasy
seized in the DR was most often being transported from Europe to the U.S. Puerto Rican authorities
noted a decrease in drug smuggling via the ferries operating between Puerto Rico and the DR,
probably due to the presence of a newly established counternarcotics canine unit at the Santo Domingo
ferry terminal. However, USG authorities noted a new trend toward use of illegal migrant boats
(yolas) to smuggle drugs to Puerto Rico.

Dominican nationals play a major role in the transshipment of drugs. Many “go-fast” crews in the
Caribbean include Dominican nationals, mostly fishermen recruited from the local docks. The crews
speak Spanish, the language of the source country smugglers; move easily throughout the Caribbean;
and are recruited for very small amounts of money.

The DR is not a producer of precursor chemicals, but there is continued concern about their
importation.

lIl. Country Actions Against Drugs in 2003

Policy Initiatives. The DR-initiated bilateral intelligence-sharing and interdiction efforts with Haiti,
begun after Operation Hurricane in 2001, were not continued in 2003. The DR has continued to
participate in annual Caribbean-wide counternarcotics operations.

The National Directorate for Drug Control (DNCD), the law enforcement arm responsible for
counternarcotics measures, and the National Drug Council (CND), the GODR's policy and planning
organ, have adopted a computerized tracking system and are able to track seizures of assets in
connection with drug-related offenses.
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Following the collapse of BANINTER, the third-largest Dominican bank, the Dominican Government
struggled to implement anti-money laundering legislation passed in 2002. (See the Money Laundering
section of this report.)

In 2003, the GODR instituted training, with U.S. and other international support, that will help with
implementation of the criminal procedures code, revised in 2003. The training will continue into 2004.
This code changed the Dominican criminal system from a Napoleonic system, with a dossier of
evidence evaluated by a judge, to an adversarial system of verbal process before a judge or a jury.

Law Enforcement Efforts. The Mejia Administration and law enforcement leaders place importance
on security and counternarcotics efforts. The DNCD increased its canine program to 30 dogs and
handlers. All canine teams were recertified, and unit commanders were certified as dog team trainers.
Security at the ferry terminal between the DR and Puerto Rico was upgraded.

The DNCD led a multi-year, U.S. Government-supported effort to share data among Dominican law
enforcement agencies and to make information available on demand by field officers. No
multinational counternarcotics exercises were conducted during 2003.

Cultivation/Production. There is no known cultivation of coca or opium poppy in the DR. Cannabis
is grown on a small scale for local consumption. The GODR's investigations into possible in-country
manufacture of MDMA (Ecstasy) have produced no definitive evidence of such activity.

Drug Flow/Transit. The DNCD maintained its seizure rate, interdicting body-carried heroin and
cocaine in the DR's international airports and larger quantities from vehicles and buildings. Through
December 2003, with cooperation and assistance of the U.S. DEA, the DNCD seized 1,338 kilograms
of cocaine, 59 kilograms of heroin, 51,965 units of MDMA (Ecstasy), and 1174 pounds of marijuana.
Puerto Rican authorities seized 2,039 kilograms of cocaine as a direct result of intelligence supplied by
the DNCD and the Santo Domingo DEA office. The DNCD continued to focus interdiction operations
on the drug-transit routes in the DR's territorial waters along the northern border and on its land border
crossings with Haiti, while attempting to prevent airdrops and sea delivery of illicit narcotics to remote
areas. The DNCD and their DEA counterparts concentrated increasingly on investigations leading to
takedown of large criminal organizations operating on an international level, and several rings were
broken up as a result.

In 2003, drugs were easily accessible for local consumption in most metropolitan areas. Growing
numbers of tourists from Europe, the United States, and Canada provided a customer base for local
drug sales, especially at beachfront vacation resorts. Traffickers often used drugs to pay low-level
couriers and distributors. Increased local consumption has strained treatment resources for drug-
related addition and HIV.

The DNCD made 3929 drug-related arrests in 2003; of these, 3692 were Dominican nationals and 237
were foreigners. There were 227 fewer drug-related arrests in 2003 than in 2002 and 62 fewer
foreigners were among those arrested on drug charges than in 2002.

Most significant seizures were made on land, in the big cities. There were some seizures made at the
Haitian border in 2003, but quantities seized were limited. While the number of seizures made in
Dominican airports was high, the actual amount of drugs seized was small. Only 9 percent of the total
cocaine and 61 percent of the total heroin seized in the Dominican Republic was seized in the airports.
Seizures of Ecstasy were more successful in airports, resulting in 77 percent of all Ecstasy pills seized
in the DR. Maritime seizures remain a challenge for the DR, especially drugs hidden in commercial
vessels for shipment to the U.S. and/or Europe.

Extradition. The U.S.-Dominican Extradition Treaty dates from 1909. Extradition of nationals is not
mandated under the treaty, and for many years Dominican legislation barred the extradition of
Dominican nationals. Former President Fernandez signed legislation in 1998 allowing the extradition
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of Dominican nationals. In March 2000, the U.S. Marshals Service assigned two marshals temporarily
to the DR. They received excellent cooperation from the DNCD's special Section for Fugitive
Surveillance and other relevant Dominican authorities in locating fugitives and returning them to the
U.S. to face justice. The marshals were withdrawn in 2002, then returned permanently during 2003.

President Mejia's administration maintained its record of cooperation in 2003, and the GODR
extradited 17 Dominicans to the U.S. during the year. The DNCD arrested 20 fugitives in 2003 in
response to U.S. extradition requests. The National Police, working with the FBI, arrested and
extradited two drug-related subjects. Eight individuals are now in custody pending extradition to the
U.S.

In December 2003, with no fanfare, one of six persons arrested in the “Joselito.com” case and awaiting
deportation to the U.S. was released on orders of the Dominican Attorney General. In response to
Embassy protests, the Attorney General cited supposed inadequacies in the extradition request
package. At year's end, President Mejia was aware of USG concerns, but no further action had been
taken.

Mutual Legal Assistance. The GODR cooperates with USG agencies, including the DEA, FBI, U.S.
Customs Service, and U.S. Marshals Service on counternarcotics and fugitive matters.

The DNCD housed and manned the DEA-sponsored Caribbean Center for Drug Information (CDI) at
its facilities in Santo Domingo. An increasing number of Caribbean countries have found the CDI's
intelligence analysis services useful and are now frequent contributors of new information.

The Dominican Navy received six renovated patrol craft and two newly constructed 115-foot patrol
ships, supplied under a U.S. $25 million commercial contract with a U.S. company, and plans were
made to incorporate these vessels into multilateral counternarcotics and antimigration patrol activities.

Corruption. The GODR does not, as a matter of government policy, encourage or facilitate the illicit
production or distribution of narcotics, psychotropic drugs, and other controlled substances, nor does it
contribute to drug-related money laundering.

Dominican institutions remain vulnerable to influence by interest groups or individuals with money to
spend, including narcotics traffickers. The GODR has not convicted any senior government official for
engaging in, encouraging, or in any way facilitating the illicit production or distribution of illicit drugs
or controlled substances, or the laundering of proceeds from illegal drug transactions.

Legislation remains pending that would strengthen enforcement of a 1979 law that requires senior
appointed civil service and elected officials to file financial disclosure statements. In what may be a
regional model for transparency and an indication of the seriousness of the Dominican judiciary to
uphold the ethical quality of employees, the sworn financial disclosure statements for all Dominican
judges can be found online. Nonetheless, an effective system to verify these statements has not yet
been implemented and there are no sanctions for false statements.

The GODR is a party to the Inter-American Convention Against Corruption and in 2001 signed the
consensus agreement on establishing a mechanism to evaluate compliance with the Convention.

Domestic Programs (Demand Reduction). The DNCD conducted 79 youth events in various cities
and neighborhoods, from basketball tournaments to chess matches, reaching over 200,000 young
people to encourage competitive and recreational activities as better choices than drug abuse. A non-
governmental organization, Foundation for Life (FUNVIDA), published with USG assistance a book
entitled “Schools Without Drugs” and distributed it gratis at several neighborhood meetings in the
capital area.

Agreements and Treaties. The DR and the U.S. have a bilateral agreement on international narcotics
control cooperation. In May 2003, the DR entered into three comprehensive bilateral agreements, on
Cooperation in Maritime Migration Law Enforcement, Maritime Counter-Drug Operations, and
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Search and Rescue, granting permanent overflight provisions in all three agreements for the respective
operations. The three agreements concluded a long bilateral effort to secure permanent overflight
provisions; previous agreements provided only annual provisions. In addition, the Maritime Counter-
Drug Agreement broadened the scope of operations agreed to by the parties. The DR was an active
participant in the negotiations that resulted in a Caribbean regional maritime counternarcotics
agreement.

In 2002, the DR became the first country in the Western Hemisphere to sign an Article 98 agreement
exempting U.S. military personnel in the DR from the jurisdiction of the International Criminal Court.
In 2001, the U.S. and the DR exchanged instruments of ratification of the Treaty for the Return of
Stolen or Embezzled Vehicles. Attempts to implement the treaty have been hampered by
organizational weaknesses within the Dominican bureaucracy, and in 2003 no vehicles were
repatriated under this treaty.

The DR has signed but not ratified the UN Convention against Transnational Organized Crime, the
Protocol to Prevent, Suppress and Punish Trafficking in Persons, the Protocol against the Smuggling
of Migrants, and the Protocol against the Illicit Manufacturing of and Trafficking in Firearms.

IV. U.S. Policy Initiatives and Programs

Cocaine and heroin trafficking, money laundering, institutional corruption, and reform of the judicial
system remain the United States' primary counternarcotics concerns in the DR. The USG and the
GODR cooperate to develop Dominican institutions that can interdict and seize narcotics shipments
and conduct effective investigations leading to arrests, prosecutions, and convictions. The USG will
continue to urge the GODR to improve its asset forfeiture procedures and its capacity to regulate
financial institutions, develop and maintain strict controls on precursor chemicals, and improve its
demand reduction programs.

During 2003, the U.S. provided essential equipment and training to expand the counternarcotics canine
units, supported the DNCD's vetted special investigation unit and border intelligence units, provided
radio equipment to facilitate communications along the DR's border with Haiti, and funded
assessments of airport and port security against narcotics trafficking and terrorism. The U.S. delivered
three harbor patrol craft and a fully refurbished go-fast boat, previously captured from drug smugglers,
to the Dominican Navy. The U.S. also assisted the Dominican Navy in planning for a complete
maintenance and training program for its maritime assets. The cornerstone of this effort is the
reopening of the Navy's training and maintenance school, closed in 1997. The first step, establishment
of a Navy maintenance command, was completed in 2003.

The U.S. has funded training to the DNCD Fugitive Surveillance Unit, helping it locate, apprehend,
and extradite individuals wanted on criminal charges in the United States. Enhanced computer
training, database expansion, and systems maintenance support were provided to the DNCD.

The Dominican Navy and Air Force have a direct communications agreement with the U.S. Coast
Guard's regional operations center (GANTSEC) in San Juan, Puerto Rico. Dominican Navy vessels
have participated in numerous maritime drug seizures.

USAID's “Strengthened Rule of Law and Respect for Human Rights” program continues to work with
the Dominican court and prosecutorial system to improve the administration of justice, enhance access
to justice, and support anticorruption programs. Improvements achieved to date include speedier, more
transparent judicial processes managed by better-trained, technically competent, and ethical judges
who insist upon stricter adherence to due process. The USAID program continued to provide training
to prosecutors in basic criminal justice and prosecutorial skills. Several high-profile investigations are
ongoing.
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The U.S. Department of Justice’s Office of Overseas Prosecutorial Development, Assistance and
Training (DOJ/OPDAT) provided two weeks of training to prosecutors and investigators on basics of
money laundering.

The U.S. Department of Homeland Security worked closely with Dominican business associations to
establish a Dominican chapter of the Business Anti-Smuggling Coalition (BASC). This voluntary
alliance of manufacturers, transport companies, and related private sector entities has agreed to meet
stringent security standards to prevent smuggling by means of their operations and to receive surprise
inspections at any time. The BASC approach has proven successful in other Latin countries in
minimizing contraband and promoting honest business activity.

A third privately owned airport, at La Romana, joined those at Punta Cana and Santiago in upgrading
counternarcotics measures, including co-funding with the USG a DNCD canine unit.

The U.S. is planning to deploy a mobile training team for the DNCD's border units and provide
increased support for Dominican naval patrols of the Mona Passage.

With U.S. Customs leadership and DEA support, the Port Authority improved security at the formerly
chaotic Santo Domingo terminal of the ferry to Puerto Rico. An ongoing project has improved
passenger processing and established controls to detect and prevent smuggling of drugs and other
contraband. U.S. Customs also advised the owners of the new Caucedo container terminal, which
began limited operations in December.

The DEA-funded CDI at DNCD headquarters now permits real-time sharing and analysis of narcotics-
related intelligence among all the nations of the Caribbean Basin. Similar centers are established in
Mexico, Colombia, and Bolivia.

USG training programs have also targeted the DR military's intelligence units in order to improve their
capacity to analyze, detect and interdict narcotics shipments. Two military officers received
counternarcotics training at Fort Benning, Georgia.

The Road Ahead. The immediate U.S. goal remains helping to institutionalize judicial reform and
good governance. The DR and U.S. are working to build coherent counternarcotics programs that can
resist the pressures of corruption and can address new challenges brought by innovative narcotics
trafficking organizations.

The USG and the GODR will continue strengthening drug control cooperation through sharing of
information and developing closer working relations among principal agencies. The United States will
continue to provide training and equipment for the DNCD, focusing its attention on the information
technology and intelligence exchange necessary to disrupt narcotics smuggling at Dominican land and
sea borders and at airports. Support for the retraining and re-certification of the DNCD canine units
will continue, as will establishment of new canine units in cooperation with DNCD. The DNCD's
fugitive investigation teams will continue to receive hands-on U.S. support for their efforts pursuing
Dominican fugitives from U.S. justice seeking refuge in the DR. The USG will continue to provide
support to Dominican government and private sector counternarcotics efforts, including provision of
specialized technical equipment and support of business and civil society demand reduction efforts.

USAID and the DOJ/OPDAT will provide further training to prosecutors and investigators, increasing
their professionalism and ensuring that they are prepared to implement the new Criminal Procedures
Code when it becomes effective in 2004. U.S. support for civil society's and the Mejia administration's
efforts to curb corruption will continue, regardless of the outcome of 2004 presidential elections,
through U.S.-funded programs to strengthen the Attorney General's Anticorruption Prosecution
Department and through monitoring and reporting compliance with the Inter-American Convention
Against Corruption.
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The USG will continue to work closely with the Anti-Money Laundering Commission to ensure full
implementation of the Anti-Money Laundering Law.
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Dominican Republic Statistics

(1994-2003)

2003 | 2002 | 2001 | 2000 | 1999 | 1998 | 1997 | 1996 | 1995 | 1994

Seizures

Cocaine (mt) 1.3 1.1 1.8 1.27 1.01 2.34 1.35 2.14 3.60 2.80

Heroin (mt) 0059 | 0.115| 0017 | 0020 | 0012 | 0069 | 0008 | 0.005 — —

Marijuana (mt) 05 01.7 | 379 2.90 0.18 0.1 0.78 1.01 1.00 6.81
Arrests/Detentions

Nationals 3692 | 3857 | 349 | 4454 | 3918 | 1676 | 1431 | 3007 | 338 | 2810

Foreigners 237 299 212 161 111 — 50 69 1 158

Total Arrests 3929 | 4156 | 3,708 | 4615 | 4,029 | 1676 | 1,481 | 3,166 | 3,399 | 2,968
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Dutch Caribbean

|. Summary

Aruba, the Netherlands Antilles, and the Netherlands together form Kingdom of the Netherlands. The
two Caribbean parts of the Kingdom have autonomy over their internal affairs, with the right to
exercise independent decision-making in a number of counternarcotics areas. The Government of the
Netherlands (GON) is responsible for the defense and foreign affairs of all three parts of the Kingdom
and assists the Government of Aruba (GOA) and the Government of the Netherlands Antilles (GONA)
in their efforts to combat narcotics trafficking. Both Aruba and the Netherlands Antilles are active
members of the Financial Action Task Force (FATF) and Caribbean Financial Action Task Force
(CFATF). The Kingdom of the Netherlands is a party to the 1988 UN Drug Convention, and all three
jurisdictions are subject to the Convention.

II. Status

Netherlands Antilles. The islands of the Netherlands Antilles (N.A.) (Curacao and Bonaire off
Venezuela, and Saba, Saint Eustatius, and Sint Maarten east of the U.S. Virgin Islands) continue to
serve as northbound transshipment points for cocaine and increasing amounts of heroin coming from
South America; chiefly Colombia, Venezuela, and Suriname. These shipments typically are
transported to U.S. territory in the Caribbean by “go-fast” boats although use of fishing boats, pleasure
craft, freighters, and cruise ships is becoming more common. Direct transport to Europe, and at times
to the U.S., is by “mules” (drug couriers) using commercial flights. Evidence in 2003 did not support a
finding that drugs now entering the U. S. from the N.A. are in an amount sufficient to have a
significant effect on the United States, but the entire eastern and southern Caribbean is an area of U.S.
concern. The DEA and local law enforcement saw continued go-fast traffic this year, much of which
moved to Sint Maarten en route to Puerto Rico or the U.S. Virgin Islands. Additionally, there was a
marked increase in sailing craft and larger vessels used to move multi-hundred kilogram shipments of
cocaine clandestinely under the guise of recreational maritime traffic.

The 2002 crack-down on “mules”—those who ingest or conceal illegal drugs on their bodies—at
Curacao's Hato International Airport continued during 2003 as part of the 'Zero Tolerance' anticrime
campaign. Still, most of the traffic (estimated at 95 percent) is destined for Europe. Since the inception
of the “Hato Team” concept of interagency cooperation in April 2002, at least 10,000 persons have
been denied boarding based on suspicion of drug trafficking under the GONA's legal authority to
prevent disruption on air carriers. The GONA estimates that by the end of the year, drug-related arrests
at the airport will have doubled to 2,400 from 1200 in 2002. During 2003 there were at least seven
assaults by gunfire on the airport “Hato Team.”

In February 2003, a judge determined that the use of a body scanner at the airport was not a human
rights violation when used as an instrument of administrative law and the GONA authorized its use.
Suspected traffickers may decline to pass through the body scanner, but they will be denied boarding
without refund. Between 5-20 passengers are denied boarding daily and it is not unusual to deny 80-
100 during a weekend. Over the weekend of June 6-8, 157 suspects were denied boarding. Ringleaders
increasingly seek to overwhelm the inspectors with volume, expecting that at least a few will get
through. Smugglers are increasingly turning from ingesting or concealing drugs on their bodies to
secreting smaller amounts of drugs in luggage. Air Holland has joined the transatlantic companies
supporting 17 weekly flights to Amsterdam; all carriers cooperate in prescreening. Other trafficking
routes are also of concern; in March N.A. Customs seized 76 kilos of cocaine at the Free Zone.
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Consistent with the increased smuggling, arrests were frequent in 2003, filling Curacao's central prison
to capacity. The detention facility nearest the airport will receive 20 refurbished cells and special
facilities by late December to deal with ingestors. Curacao courts now typically handle 30-40 drug
cases in a morning. To relieve overcrowding and the burden on the judicial system, authorities
increasingly issue citations with fines calibrated to the amount and type of drug.

As Hato airport maintained tightened control, traffickers began to move to other Antillean airports,
challenging law enforcement control at those locations. Bonaire, which now hosts 28 KLM flights per
week and approximately 500,000 passengers per year, expected to process 250-300 drug cases in
2003; it processed 131 in 2002, and 30 in 2001. In January, an airport investigation resulted in the
seizure of 50 kilos of cocaine and revealed the involvement of a security guard and a snack bar
employee. The island has no detention space left.

Sint Maarten continued to detect increasing numbers of mules, mostly from Curacao, and improved its
drug detection technology with Dutch assistance. There is almost a 100 percent check on arrivals from
Curacao resulting in 106 arrests from January through September of 2003. In September plans were
announced to move forward with an interagency 'Juliana Team' at the airport. On September 24, 29
mules carrying a total of 410 kilos of cocaine were arrested on a single flight for Europe; several were
central Europeans.

Throughout the Antilles, ecstasy from the Netherlands is increasingly used to pay for cocaine. Sint
Maarten seized 11,500 tablets on March 22; 11,500 tables on May 15; and in July, 70,600 tablets. In
addition to go-fast activity and smuggling via commercial airlines, large quantities of narcotics moved
through in shipping containers, as indicated by seizures from containers in 2003. Statistics on
significant seizures in 2003 indicate that Dutch Sint Maarten poses a serious threat as a staging ground
for moving cocaine and heroin into the U.S. market. There are no customs controls between the Dutch
and French sides of the island and the international airport serving both is on the Dutch side.

The crime and homelessness stemming from drug abuse remained important concerns for the GONA
and were major concerns for the voters in the May Curacao elections. Curacao continues to suffer an
increase in homicides. As of November 30, 51 homicides had occurred, of which 33 are suspected of
being drug-related. During 2002, 43 homicides were recorded with 33 suspected to be have been drug-
related. While often third-country nationals, victims and perpetrators are increasingly Antillean.
Beginning early in 2003, the GONA required visas of Colombians wishing to enter its territory as a
response to increased Colombian involvement in homicides. The rise in drug abuse is attributed to
payment for drug trafficking services in cocaine or ECSTACY rather than in cash, as well as to a
weakened economy and un- or underemployment. The increasing availability of weapons is also cited;
from January to April, 57 firearms were seized; 25 were seized during the equivalent period in 2002;
64 were seized in all of 01.

The N.A. Government that took office in July 2003 has yet to articulate a clear counternarcotics
strategy, but cooperation continues unabated. The new government has announced its opposition to the
continued use of the body scanner, citing it as discriminatory and demeaning, and it is in a heated
dispute with the Kingdom regarding appropriate technology and the division of counternarcotics
responsibility.

Elected officials and all elements of the law enforcement and judicial communities recognize that the
N.A., chiefly due to geography, faces a serious threat from drug trafficking. The police, who are
understaffed and need additional training, have received some additional resources, including support
from the National Guard. Rigorous legal standards required to prosecute cases constrain the
effectiveness of the police; nevertheless, local police made significant progress in 2003 in initiating
complex, sensitive cases targeting upper-echelon traffickers. In November 2003, law enforcement
made its largest seizure ever, involving 2,345 kilograms of cocaine, 15 kilograms of heroin, and 15
kilograms of amphetamine after a sophisticated, lengthy investigation. One month earlier, police
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working with the Joint Coast Guard of the Netherlands Antilles and Aruba (JCGNAA) seized 802
kilos of cocaine. These efforts, and other significant seizures, demonstrated the effectiveness of
cooperation among law enforcement entities in the region. The local community supports the GONA's
offensive against drugs.

The far-reaching restructuring of the N.A. police, started in 2000, continued to show limited results.
During 2003, the police chief made improvement of the Criminal Investigative Service (CID) his top
priority. His second priority continues to be improving the expertise of the financial investigation
team. It is estimated that Curacao requires 900 police officers, but has a force of 420. Of the 26
additional officers now in training, 11 will go to the Windward Islands and Bonaire, and 15 to
Curacao. From a previous class of seven, all went to Bonaire to stem the increasing problems there.
As a result of a protocol signed in 2002 between the Justice Ministers of the Antilles and the
Netherlands, the NA is now connected to the Dutch Police Information network to exchange
information, particularly about international crime. The specialized Dutch police units (RSTs) that
support law enforcement in the NA continued to be effective in 2003 and continued, as originally
intended, to include local officers in the development of investigative strategies to ensure exchange of
expertise and information.

In addition to these improvements in law enforcement, the GONA demonstrated its commitment to the
counternarcotics effort by continued support for a U.S. Forward Operating Location (FOL) at
Curacao's Hato International Airport. Under a ten-year use agreement signed in March 2000 and
ratified in October 2001 by the Dutch Parliament, U.S. military and civilian aircraft conduct
counternarcotics detection and monitoring flights over source and transit zones from commercial ramp
space provided free of charge. A major airport expansion project, completed in September 2003, adds
to the FOL's capacity.

The Netherlands Antilles and Aruba Coast Guard (CGNAA) scored a number of impressive successes
in 2003, although an intense debate is underway within the Kingdom regarding its composition,
structure, and mission. The CGNAA was responsible for several significant seizures of cocaine,
heroin, and marijuana. The RST unit in Curacao also accounted for the initiation of an investigation of
a substantial international conspiracy. The CGNAA's three cutters, outfitted with rigid-hull inflatable
boats (RHIBs), designed especially for counternarcotics work in the Caribbean, demonstrated their
utility against go-fast boats and other targets.

The CGNAA has developed a very effective counternarcotics intelligence service and is considered by
the U.S. Coast Guard and DEA to be an invaluable international law enforcement partner. Authorities
in both the NA and Aruba are intent on ensuring that there is a proper balance between the CGNAA's
international obligation to stop narcotics trafficking through the islands, and its local responsibility to
stop narcotics distribution on the islands. During July 2003 the CGNAA in Sint Maarten boarded a
sailing vessel and found approximately 1,150 kilograms of cocaine destined for Europe. In August it
seized 822 kilograms of cocaine. Under the leadership of the current Attorney General, the GONA
continued to strengthen its cooperation with U.S. law enforcement authorities throughout 2003. This
cooperation extended to Sint Maarten, where the United States and the GONA continued joint efforts
against international organized crime and drug trafficking.

Aruba. Aruba is a transshipment point for cocaine and increasing quantities of heroin moving north,
mainly from Colombia, to the U.S. and secondarily to Europe. Drugs move north via cruise ships and
the multiple daily flights to the U.S. and Europe. While the transshipment of heroin through the
eastern and southern Caribbean is a growing concern to the U.S., evidence in 2003 did not support a
finding that drugs entering from Aruba were in an amount sufficient to have a significant effect on the
U.S. The island attracts drug traffickers with its good infrastructure, excellent flight connections, and
light sentences for drug-related crimes, served in prisons with relatively good living conditions. Of
concern to the GOA is the involvement of Aruban students in transporting drugs, mostly ecstasy, from
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the Netherlands to the islands or the U.S. While Aruba is, by any standard, a relatively crime-free
island, Arubans worry about the easy availability of inexpensive drugs.

Drug abuse in Aruba remains a cause for concern. As in the Antilles, the most visible evidence of a
drug abuse problem is the homeless addicts, called “chollars”, often publicly linked to the increase in
crime. The expanding use of ecstasy in clubs by young people attracts increasing attention. With
almost one million American citizen tourists alone, the market is considerably larger than the
population. Private foundations on the island work on drug education and prevention and GOA’s top
counternarcotics official actively reaches out to U.S. sources for materials to use in his office's
prevention programs. The police also work in demand reduction programs for the schools and visit
them regularly. The GOA has established an interagency commission to develop plans and programs
to discourage youth from trafficking between the Netherlands and the U.S. The GOA has stated
clearly that it intends to pursue a dynamic counternarcotics strategy in close cooperation with its
regional and international partners.

In 2003, Aruban law enforcement officials continued to investigate and prosecute mid-level drug
traffickers who supply drugs to the endless parade of “mules”, often third-country nationals. During
2003, the police cooperated closely with DEA in a complex investigation leading to the arrest of
twelve defendants and the seizure of 14 kilograms of heroin, 9 kilograms of cocaine, $100,000, and
two vessels.

The police were reorganized in 2002 into four autonomous districts, each with its own detective
division and led by a District Commissioner. Officers rotate periodically through the police functions.
The aim was to put more police on the streets to counter criticism that low-level street pushers enjoy
virtually unimpeded freedom to sell cheap drugs to Aruban youth. Two new police stations were
established. A new police unit was created for the tourist areas to provide focused coverage, including
counternarcotics. The Attorney General remains committed to international cooperation. The GOA
now employs a helicopter to provide approximately 30 hours monthly of coastal coverage. In 2003,
the GOA acquired four additional trained dogs to double its canine team.

The GOA continues to demonstrate its commitment to the international effort to combat drug
trafficking by hosting a USAF Forward Operating Location (FOL) at Reina Beatrix airport. The GOA
continued to make valuable commercial ramp space available to USG aircraft conducting aerial
counternarcotics detection and monitoring missions.

The GOA hosts the Department of Homeland Security (DHS) Bureau of Customs and Border
Protection pre-clearance personnel at Reina Beatrix airport. These officers occupy facilities financed
and built by the GOA. DHS personnel, cooperating with their Aruban counterparts, continue to
contribute to seizures of cocaine, heroin, and ecstasy in 2003. Arrested drug smugglers are either
prosecuted in Aruba or returned to the U.S. for prosecution, as appropriate. Aruban jails remain
critically overcrowded. While additional space is now available at the prison, the Director believes that
at least 30 new guards will be needed. To cope with the volume, the Aruban authorities increasingly
cite and fine, rather than arrest, low-level traffickers. The fine is linked to the amount and type of drug.
Aruban officials actively and creatively explored ways to capitalize on the presence of the FOL and
pre-clearance personnel, seeking to use resident U.S. law enforcement expertise to improve local law
enforcement capabilities.

Aruba also continued to participate in the Coast Guard of the Netherlands Antilles and Aruba. Aruban
participation, however, was disrupted for much of the year due to disputes with the Kingdom
regarding personnel policies and employment benefits.
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lll. Actions Against Drugs in 2003

Agreements and Treaties. The Netherlands extended the 1988 UN Drug Convention to the N.A. and
Aruba in March 1999, with the reservation that its obligations under certain provisions would only be
applicable in so far as they were in accordance with N.A. and Aruban criminal legislation and policy
on criminal matters. The N.A. and Aruba subsequently enacted revised, uniform legislation to resolve
a lack of uniformity between the asset forfeiture laws of the N.A. and Aruba. The obligations of the
Netherlands as a party to the 1961 UN Single Convention on Narcotic Drugs, as amended by the 1972
Protocol, apply to the NA and Aruba. The obligations of the Netherlands under the 1971 UN
Convention on Psychotropic Substances have applied to the NA since March 10, 1999. The
Netherlands' mutual legal assistance treaty (MLAT) and extradition treaty with the United States apply
to the N.A. and Aruba. Both Aruba and the N.A. routinely honor requests made under the MLAT and
cooperate extensively with the United States on law enforcement matters at less formal levels. In
March, it was determined that subjects of extradition requests can now appeal to the Supreme Court in
the Hague; previously, the appeals process ended with the intermediate Joint Court of the Netherlands
Antilles and Aruba. In November 2003, the GOA signed a Tax Information Exchange Agreement with
the U.S. In the same month, it signed an MOU with the Inter-American Drug Abuse Control
Commission (CICAD), an instrument of the Organization of American States. While the Kingdom
holds observer status, Aruba elected to pursue membership in its own right. Aruba has limited
legislation dating from May 1996 regulating the import and export of certain precursor and essential
chemicals, consistent with the 1988 UN Drug Convention. In the Antilles, it is not clear whether bill
2381, pending in parliament, relating to precursors, will become law, but the NA does cooperate in
efforts to identify and destroy chemicals.

Cultivation/Production. Cultivation and production of illicit drugs are not issues.
Seizures. Available drug seizure statistics for calendar year 2003 are as follows: TO BE SUPPLIED.

Corruption. In 2003, the GONA identified certain links from prominent traffickers in the region to
law enforcement officials, which prompted additional investigations. The GONA has been quick to
address these issues through criminal investigations and prosecutions, internal investigations, new
hiring practices, and continued monitoring of law enforcement officials who hold sensitive positions.
There is no evidence to indicate that ranking public officials are involved in the shipment of drugs, the
laundering of illegal drug proceeds, or in discouraging the investigation or prosecution of drug
shipment. To prevent such public corruption, there is an independent Public Prosecutors’ Office and a
judiciary that enjoys a well-deserved reputation for integrity. Both jurisdictions maintain close ties
with the Dutch legal system, including extensive seconding of Dutch prosecutors and judges to fill
positions for which there are insufficient qualified candidates among the small Antillean and Aruban
populations.

Domestic Programs (Demand Reduction). Both the N.A. and Aruba have ongoing demand
reduction programs, but need additional resources. For example, in February, the GOA formed an
interagency task force to combat trafficking in schools. The Curacao police department is completing
the training of a Demand Reduction staff to do more sophisticated school presentations.

IV. U.S. Policy Initiatives and Programs

In 2002 the Department of State's Bureau for International Narcotics and Law Enforcement Affairs
(INL) departed from its prior policy of not funding the component governments of the Kingdom of the
Netherlands and offered limited counternarcotics assistance to the GOA. The bilateral counternarcotics
agreement was concluded this year to provide training for border and port inspectors. Through the
DEA, the United States is able to provide limited assistance to enhance technical capabilities as well
as some targeted training. The FBI has also been active in including Antillean and Aruban police in
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programs designed to enhance professional capacity at the multi-jurisdictional level, while the USCG
has provided maritime law enforcement and boarding courses for CGNAA officials. The U.S. also
exploits opportunities by which locally assigned U.S. law enforcement personnel can share their
expertise with host country counterparts.

The Road Ahead. Appreciation of the importance of intelligence to effective law enforcement has
grown in the Dutch Caribbean. The USG is expanding intelligence sharing with GOA and GONA
officials as they realize the mutual benefits that result from such sharing. Because U.S.-provided
intelligence must meet the strict requirements of local law, sharing of intelligence and law
enforcement information requires ongoing, extensive liaison work to bridge the difference between
U.S. and Dutch-based law.
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Eastern Caribbean

|. Summary

The seven Eastern Caribbean countries—Antigua and Barbuda, Barbados, Dominica, Grenada, St.
Kitts and Nevis, St. Lucia, and St. Vincent and the Grenadines—form the eastern edge of the
Caribbean transit zone for drugs, mostly cocaine and marijuana products, traveling from South
America to the U.S. and other global markets. Approximately 30-35 metric tons of cocaine originate
from, are destined for, or transit through the Eastern Caribbean (from Puerto Rico east and south)
annually to the United States. Eight to nine times that amount transit the Eastern Caribbean to Europe
annually. Illicit narcotics transit the Eastern Caribbean mostly by sea, in small go-fast vessels, larger
fishing vessels, yachts and freight carriers. South American traffickers deliver drug loads either over
the beach or offload their illicit cargo to smaller local vessels for delivery ashore. Marijuana shipments
from St. Vincent often come ashore via swimmer delivery. Smugglers also attempt to transport
cocaine and marijuana by commercial air. In one 2003 incident, a UK national “cocaine swallower”
died from cocaine poisoning onboard a commercial aircraft that had not yet departed St. Lucia. An
Organization of American States (OAS) study on maritime trafficking in the Western Hemisphere
indicated that cocaine trafficked to Europe primarily is transported in commercial containerized cargo.
There is little narcotics airdrop activity in the region.

The level of cocaine and marijuana trafficked through any individual Eastern Caribbean country to the
U.S. does not reach the level needed to designate any one of them a major drug transit country under
the Foreign Assistance Act of 1961, as amended (the “FAA”).

Drug trafficking and related crimes—such as money laundering, drug use, arms trafficking, official
corruption, violent crime and intimidation—have the potential to threaten the stability of the small,
democratic countries of the Eastern Caribbean and, to varying degrees, have damaged civil society in
all of these countries. Regional and international drug trafficking organizations (DTO's) and various
organized crime groups have infiltrated many of the Eastern Caribbean nations, corrupting officials
and contracting the services of local criminal organizations, some of whom are now sufficiently
trusted by major DTO's to be given narcotics on consignment. There are reports that Colombian
nationals are residing in some Eastern Caribbean countries and organizing drug trafficking operations.
Some of the Eastern Caribbean DTO's also have established contacts amongst themselves to facilitate
drug distribution in the region. Local traffickers often pay for services with drugs and/or weapons to
limit costs and to increase demand and markets. U.S. law enforcement officials assume that terrorist
organizations could tap into the infrastructure built by DTO's operating in the region and otherwise
take advantage of the vulnerabilities that exist in the region.

The seven Eastern Caribbean states are parties to the 1961 UN Single Convention, as amended by the
1972 Protocol, and the 1988 UN Drug Convention. Other than St. Lucia, all of the Eastern Caribbean
countries are parties to the 1971 UN Convention on Psychotropic Substances. One has ratified and
four have signed the UN Convention Against Transnational Organized Crime. Two of the Eastern
Caribbean states have signed that Convention's protocols on trafficking in persons and migrant
smuggling; one has signed the firearms protocol.

Three of the seven states have ratified the Inter-American Convention against Corruption; one has
signed but not ratified. Two have ratified the Inter-American Convention on Extradition. Three
Eastern Caribbean states have signed and three have ratified the Inter-American Firearms Convention.
One has ratified the Inter-American Convention on Mutual Assistance in Criminal Matters. Several
Eastern Caribbean states have mutual legal assistance statutes that permit the exchange of mutual legal
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assistance with Commonwealth countries and states-parties to the 1988 UN Drug Convention. All
seven governments have in force bilateral mutual legal assistance and extradition treaties with the U.S.

The U.S. Government has maritime drug law enforcement agreements with all seven of the Eastern
Caribbean states. A Protocol to amend and update the maritime agreements was submitted to each
country in April 2003. The Protocol would permit hot pursuit of maritime drug traffickers into the
territorial waters of an Eastern Caribbean state by U.S. Coast Guard (USCG) law enforcement
detachments aboard third country ships (e.g., UK). The Protocol also would permit a law enforcement
shiprider from any Regional Security System (RSS) member state (The seven Eastern Caribbean states
comprise the RSS.) aboard a USCG or third country vessel to authorize drug law enforcement
operations in the territorial waters of any RSS member state. Only Antigua and Barbuda has signed the
Protocol. To date, none of these countries has signed the Caribbean Maritime Counterdrug Agreement,
which would facilitate cooperation among themselves.

Marijuana crops are grown in the greatest amounts in Dominica, St. Lucia, St. Kitts and Nevis, and St.
Vincent and the Grenadines, primarily for local use or for export to other islands in the region and
Europe. Marijuana is grown to a lesser extent in Antigua and Barbuda and in Grenada. The overall
level of production is below the threshold for designating any of these countries as major drug
producers under the FAA, yet the extent of marijuana production within St. Vincent and the
Grenadines appears to make it a significant element of the Vincentian economy. Most Eastern
Caribbean officials regard marijuana production and trafficking as serious offenses, although the
question of legalization or decriminalization is being discussed in some quarters. The U.S. supports
and encourages eradication campaigns as a means to combat marijuana use in the Eastern Caribbean.

In general, Eastern Caribbean law enforcement agencies are committed to controlling drug trafficking.
They work closely with U.S. and UK law enforcement counterparts, who also collaborate closely with
each other in the region. Eastern Caribbean maritime units also participated in joint operations during
2003 with French, Dutch and Belgian naval and coast guard vessels. Maritime interdiction in some of
the islands has improved significantly as a result of two U.S.-provided and supported C-26 airborne
maritime surveillance aircraft.

This interdiction program, which is operated entirely by Eastern Caribbean RSS personnel, coupled
with a recent significant interagency U.S. investment in maritime equipment and operational support,
and a similar USCG-UK investment in maritime training, intelligence support, and joint operations
command and control training, are beginning to reap increasing dividends. By the end of 2003, each of
the Eastern Caribbean countries had received from the U.S. and was operating a high-speed pursuit
boat as its principal maritime counternarcotics interceptor. Eastern Caribbean coast guards endorsed
standard operating procedures for the boats. All but one of the Eastern Caribbean states have
functioning interagency operations centers, called National Joint Coordination Centers (NJCCs). The
NJCCs also have access to the Regional Clearance System, administered by the Caribbean Customs
Law Enforcement Council in St. Lucia, which registers small craft and crew movements in the
Caribbean. Both the U.S. and the UK are encouraging and assisting efforts to improve NJCC
effectiveness.

Aircraft, maritime interceptor, and operations center personnel in the region all have been vetted for
security reliability. With the aircraft providing over-the-horizon detection and surveillance, and the
pursuit boats engaged in interdiction, the traffickers' ability to outrun and outmaneuver Eastern
Caribbean maritime law enforcement is diminishing.

Interdiction challenges remain, however. Few Eastern Caribbean maritime law enforcement entities
venture beyond territorial waters. Interdiction of ocean-going drug loads generally is left to any UK,
French, Dutch or U.S. law enforcement units that may be in the region at the time. Eastern Caribbean
maritime states often are under-resourced, routine drug law enforcement patrolling, particularly at
night, is intermittent and the drug enforcement agencies as a whole do not have a reputation for
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aggressiveness or effectiveness. After-action reviews for the purpose of improving operations are
infrequent. However, there have been several operations during the past year when maritime units
were required to defend themselves against ramming by traffickers' vessels, and successfully effected
arrests and seizures. (Most maritime traffickers jettison their drug loads and weapons when
approached by law enforcement vessels.)

Coordination between air and maritime units during operations, although inconsistent, has improved
steadily and the C-26 aircraft have been able to guide maritime and land force units to successful
interdictions. Barbados has developed standard operating procedures for joint maritime interdiction
operations that resulted in several significant interdictions in 2003. The U.S. and UK will continue to
partner closely with the airborne, maritime and land drug law enforcement units with the aim of
improving interdiction coordination and effectiveness.

The U.S. continues to provide equipment, vehicles and operational support to regional drug law
enforcement personnel. With the support of police commissioners, these personnel cooperate with
U.S. and UK counterparts to develop drug intelligence and build cases against trafficking
organizations. With assistance from the UK, several Eastern Caribbean countries have installed ion
scan equipment at airports, thus strengthening their ability to seize narcotics entering or leaving the
country.

Where the Eastern Caribbean states have had the least success is in the prosecution of organized drug
crime. Conspiracy cases against DTO ringleaders, prosecutions for complex finance crimes and money
laundering cases and significant asset forfeitures connected to cases developed within Eastern
Caribbean jurisdictions remain almost non-existent. Statutory authority to bring such cases exist in all
Eastern Caribbean countries, such as conspiracy, criminal asset forfeiture and money laundering laws,
but they are used infrequently. Other laws and practices that would allow law enforcement agencies to
effectively penetrate or disrupt organized criminal groups, such as civil forfeiture, wiretapping,
undercover buys, paying informants, controlled deliveries, witness protection, and plea agreements
have not been enacted or implemented. Moreover, light sentences for drug possession or trafficking do
not appear to act as a deterrent.

The U.S. and UK, and organizations such as the Caribbean Office of the UN Office on Drugs and
Crime, the Association of Caribbean Commissioners of Police (ACCP), and the Caribbean Anti-
Money Laundering Program (CALP) all are providing encouragement and assistance to Eastern
Caribbean states to improve the prosecutorial environment. The U.S. sponsored in 2003 a conference
for prosecutors and police to discuss these issues and initiated a peer-to-peer judicial exchange
between a U.S. District Judge and the Barbados Supreme Court. Both the U.S. and UK have
encouraged the adoption of wiretapping legislation. CALP has circulated model civil forfeiture
legislation and the ACCP President called in 2003 for civil forfeiture, plea bargaining, electronic
surveillance and rackets legislation. The 1996 Barbados Plan of Action for Drug Control Coordination
and Cooperation in the Caribbean, the 1997 U.S.-Caribbean Summit Justice and Security Action Plan,
and the CARICOM Regional Task Force on Crime and Security, as well as Caribbean police
authorities on a regular basis, all call for modern laws covering many of these areas.

There have been some advances. Antigua and Barbuda has adopted civil forfeiture legislation. Several
Eastern Caribbean states are considering wiretap legislation. There appears to be a growing
recognition in the region among police and prosecutors that without such tools, trafficking
organization leaders will remain immune from arrest and prosecution.

In most Eastern Caribbean states, an apparent lack of political will or leadership, and in others,
resource shortages (e.g., of funds for informants or witness relocation, etc.), have effectively weakened
such legal initiatives. Some prosecutors do not have sufficient experience with complex conspiracy or
financial crime cases. Other prosecutors believe that the judiciary is ill prepared to handle such cases.
Without a serious, broad-based prosecution and law enforcement modernization effort, and a greater
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share of national resources allocated to drug law enforcement and prosecution, it is unlikely that the
region will develop significant defenses against DTO's, money launderers and other international and
regional criminals and criminal groups.

In 2003, the seven Eastern Caribbean countries continued to support the treaty-based RSS. Barbados
pays 40 per cent of the RSS's budget. The RSS includes marijuana eradication exercises in its twice-
yearly basic training course for police special services units. The RSS continued to operate a maritime
training facility in Antigua for member-nation forces. Local instructors, assisted primarily by resident
British Royal Navy trainers, with some supplementary training provided by U.S. Coast Guard trainers,
have provided various law enforcement and seamanship courses for several years. The C-26 program
operates under the aegis of the RSS.

With high volumes of narcotics transiting the region and the pre