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The last 2 years have been especially important in defining U.S-Afghanistan Reconstruction Council's
(US-ARC's) goals and program strategy. Through building cooperation among dairy farmers in Parwan,
training and educating the people of Herat and exposing local women entrepreneurs to world markets,
US-ARC aimed to promote equality, opportunity and economic independence at the local level and
specifically for women. At the same time, the country has achieved remarkable leaps, especially in
improving access to basic education and establishing a democratic system of government. The
international community deserves credit for helping Afghanistan achieve this progress. However, pervasive
economic gaps and minimal access to health and adult education services still place Afghanistan at the
bottom of world’s development and health indices. Afghanistan’s future depends on building local capacity
and making employment and learning opportunities available for both men and women. Our priority is to
continue fostering dialogue with local participants to help us design and implement projects that serve as
a catalyst for achievable and sustainable development and local empowerment.

For the past three years, | have held the dual role of Chairman of the Board and Executive Director. Now
that the organization is growing, the Board felt it best that the positions be separated. | feel that my skills
best suit the role of Chairman of the Board and on January 1, 2006, | passed the reins of Executive Director
to Mrs. Malaly Pikar Volpi. Malaly is one of the six founding members of US-ARC but, more importantly,
she is a tireless advocate for Afghanistan who has proven her dedication to US-ARC'’s overall mission of
rebuilding Afghanistan one community at a time. | am fully confident that US-ARC will continue to grow and
strengthen under her leadership, while remaining true to it's mission. Malaly is committed to expanding
US-ARC'’s involvement in programs that promote further participation of women in Afghanistan’s
reconstruction. As Chairman of the Board, | will focus my efforts on organizational policy development and
fundraising.

I would like to thank our diverse team of volunteers, consultants, and staff whose relentless efforts to assist
US-ARC in fundraising, project development, and administration has helped us keep overhead costs down
so that we can use our funds for projects that enable local communities to focus on long term growth. Our
Board of Directors diligently worked to build the capacity of our local implementing partner in Afghanistan,
the Global Afghanistan Reconstruction Organization (Global-ARQO). Over the 2004 and 2005 periods,
Global-ARO gained the recognition of the Afghan government, local community councils, and international
development organizations. Through Global-ARQO'’s local activism, the beneficiaries of our projects have
become owners, implementers, and supporters of our activities. In every province, US-ARC and Global-
ARO are unequivocally endorsed by local, participating communities. We consider this endorsement as a
mandate to increase our activities and engage more private businesses, international donors,
governments, and local populations in our work.

In the upcoming year, US-ARC will examine additional opportunities in expanding agricultural and
vocational training, as well as new areas such as sustainable and environmentally sound energy use and
development of small and medium size women-owned enterprises. In our future activities, we will continue
to maintain the highest level of cultural sensitivity and concern for the empowerment of women and other
vulnerable segments of the population. With the successes of our projects, we hope to strengthen our local
partners’ sense of responsibility and promote gender equality. We hope that you will continue to assist us
in this worthy cause.

Sincerely

V] Mo

M. Omar
Chairman, US-Afghanistan Reconstruction Council
Steering Committee Chairman, Global ARO



. THE ORGANZAICH)),

US-Afghanistan Reconstruction Council (US-ARC), a non-profit, non-partisan 501(C) (3)
organization, was founded by members of the Afghan diaspora in the United States and
incorporated in the state of Virginia on January 11, 2002. US-ARC is governed by an eight
member Board of Directors who are actively involved in strategy development and project
monitoring.

Mission

The mission of US-Afghanistan Reconstruction Council (US-ARC) is to facilitate the participation
and partnership of local civil society in the reconstruction process of Afghanistan and enabling
communities to become self-sufficient in meeting the basic education, health, and social needs
of the populace. Our organization’s operational philosophy is based on the belief that advancing
success in Afghanistan is a shared responsibility, therefore we use our cultural and linguistic ties
to Afghanistan to connect the needs of the Afghan people with resources abroad.

Ensuring access to knowledge and the tools needed to establish sustainable societies, US-ARC
mobilizes technical and financial resources and applies them to community-centered projects.
We also facilitate the engagement of the Afghan Diaspora and expatriate volunteers by pairing
experts outside the country with projects in Afghanistan using their particular expertise.

Shared Progress

The concept of community development can be highly workable in Afghanistan given the
dominance of tribal structures in both provincial governance and livelihood; however, its
application is effective only if it is coordinated and regionally broad-based. Challenges in
rebuilding Afghanistan have resulted in poor infrastructure and weak economic opportunities for
rural economies and regional towns, particularly as urban centers have been the main recipient
of foreign aid. US-ARC’'s directive is to prioritize development projects based on the
demonstrated needs of rural communities, regardless of location. Two unique advantages allow
US-ARC to successfully pursue our objectives: our internationally cultivated expert staff and our
innate knowledge of the Afghan culture, social protocol, and languages.

We engage local representatives in assessing community priorities easily with few
communication barriers. This is because of our staff's command of Afghanistan’s languages
and culture. We also invite project beneficiaries to share their aspirations for a project’s impact
and outcome on their community. Such explicit expectations for deliverables ensure community
participation and reduce the

misappropriation of project

funds. All  of US-ARC's

projects are approved with

written authorization from the

local Shuras (Councils) and

government ministries. US-

ARC’s community centered

approach and close ties with

locals ensure that our projects

remain relatively safeguarded

by the communities, despite

regional security concerns.

US-ARC Staff Consulting Kunduz Shura Representatives
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Project Approach

The creation of links between donors, the Afghan Diaspora and the beneficiaries support the
rehabilitation and development of basic social and economic infrastructure in Afghanistan.
Furthermore, US-ARC designs projects that operate at a basic level using as much of the
existing local expertise as possible and integrating technical inputs as needed. Each project
includes defined goals and strategies with a clear timeline, and a systematic approach to
monitoring and evaluation. US-ARC directs its projects in six development sectors at the local
level with the following objectives:

e Agriculture: Through access to knowledge and training assist farmers in establishing
sound agricultural practices that lead to adequate food production and sufficient
market chains for local products.

¢ Commerce: Provide training, funds and information to both revitalize nascent
industry and spark innovations in commerce that address gaps in local demand.

e Education: Make education accessible to children and adults through technology,
improving infrastructure and teacher competence, and using innovation to ignite
change in the local perception of education.

¢ Health: With each development project, strengthen the capacity of the community
and beneficiaries to address their basic health needs relating to nutrition, maternal-
child survival, psychological consequences of conflict and ecological resources.

¢ Infrastructure: Help communities design and implement socially and economically
sustainable infrastructure development.

e Open Societies: To bridge cultural and economic divides between Afghanistan and
international communities by providing exchange programs that foster better
understanding in diverse areas of heritage gender, education and industry.

Five guiding principles remain steadfast in any project that US-ARC initiates:

1. The Role, Concerns and Involvement of Women: Ensure that women are included as
beneficiaries, participants and advisors in each program.

2. Strengthening Civil Society: Promote institutional development and self-reliance
through participatory project design and implementation, as well as helping communities
to establish forums that facilitate dialogue on conflict prevention and mitigation,
understanding changes in legislative laws, advocacy campaigns and effective
engagement with local governments.

3. Use of Appropriate Technology: Ensure that the use of local materials, technology and
project design are culturally acceptable in the recipient communities, while raising skill
levels and introducing new technologies as appropriate.

4. Natural resources and Environment: Ensure efficient use of natural resources to
balance the benefits of economic development with viable environmental systems.

5. Basic Skill and Capacity Building: Ensure project implementation promotes and
includes improvements in literacy levels and general aptitude.



111, SUCCESSISTORIES),

Civil Society: In line with our mission of civil society development, US-ARC advocates
knowledge sharing and local ownership of project implementation. US-ARC'’s first project was
establishing a locally run non-governmental organization Global-Afghanistan Reconstruction
Organization (Global-ARO) to work as its implementing partner. Global-ARO registered with the
Afghan Ministry of Planning on March
23, 2003 and has partnered with US-
ARC in three regions: Parwan, Wardak,
and Herat. US-ARC’'s Board of
Directors convened a five member
steering committee to establish and
oversee capacity building for and the
activities of Global-ARO, until their staff
can operate independently. Our staff
works closely with Global-ARO on
fundraising, planning, development,
and project implementation. US-ARC
also serves as Global-ARO’s fiscal
agent. US-ARC is committed to
increasing our partnerships with local
groups such as Global-ARO through
capacity-building, financial support,
US-ARC and Global ARO Staff and mentorship.
and the Afghan Minister of Agriculture

Women'’s Entrepreneurship: In 2005, US-ARC collaborated with the Embassy of Afghanistan

in Washington D.C. to sponsor a group of 4 Afghan women entrepreneurs. The purpose of the

trip was to connect Afghan women entrepreneurs with American business owners. The Afghan

women were chosen for their business experience and level of commitment. The dynamic team
of Afghan women included: Sara
Rahmani, President of Sara Afghan
Limited, Laila Arab, President of
Neelab Limited, Malaly Jawad
Hashimi, VP of Rabia Balkhi Limited
and Nilab Sadat , Director of Women'’s
Garden and Women’s Market. The
Afghan women attended a series of
events, including a discussion with
representatives of nonprofit
organizations, U.S. government
officials, representatives of the National
Women’'s Business Council, and
private sector representatives at the
Embassy of Afghanistan in
Washington, D.C.

Thanks to US-ARC, these women were
able to share their stories of the challenges they encountered along with their successes at all of
these events. For instance, Sara recounted how she uses the skills she gained as a refugee
worker with an NGO in Pakistan to developing her business. The Americans were then able to
see how they could assist the Afghan business women in the future.

5



Malay Jawad recalled her experiences of managing a business undercover, in defiance of the
draconian laws imposed by the Taliban, and her comeback story after the regime was ousted.
Nilab discussed her work with Women’s Garden, where she was able to save the organization
by reinvesting nearly all their profits back into operating costs. Laila Arab, founder of Afghan
Women'’s Business Association and an expert in carpets, described the challenges she faced
entering the male-dominated carpet industry during the Taliban regime. Despite their diligence
and successes these women identified lack of access to funds as their biggest obstacle to
expanding their businesses.

The Afghan women continued on to Mexico City for the 2005 Global Summit on Women. The
Summit celebrated women'’s leadership by bringing together female business, government, and
leaders from around the world and providing an important mentoring and networking forum. In
addition to seminars and training sessions, the Summit featured roundtables, in which national
economic policies were reviewed with a lens focused on their impact on women’s businesses.
The Summit also included a Women’s Exposition, where business owners advertised their
products and services for international marketing.

Advocacy: US-ARC is a founding member of the Policy Council on Afghan Women (PCAW),
a coalition of organizations whose mission is to engage U.S. legislators and policy advisors in
dialogue concerning financial support for the reconstruction process in Afghanistan and support
for Afghan women-led and other Afghan NGOs working in Afghanistan. In 2004-2005, the
coalition worked to ensure that the reconstruction process in Afghanistan included the participa-
tion and contribution of a wide range of Afghan institutions and individuals.

In June 2004 US-ARC'’s, Malay Pikar Volpi, as part of a three member delegation, traveled to
Afghanistan and successfully cultivated local organizations such as Afghan Women’s Network
(AWN), Afghan Institute of Learning (AIL), Afghan Women's Welfare Department (AWWD)
Rights and Democracy to join PCAW.

US-ARC also supported PCAW's efforts through agenda setting assistance for two separate
groups of representatives from Afghan women-led NGOs. This was when they traveled to
PCAW's offices in Washington, DC for advocacy, professional management training and
networking in 2004 and 2005.



DAIRY INDUSTRY REVITALIZATION IN AFGHANISTAN (DIRA) , Parwan, Afghanistan

PROJECT OVERVIEW

For centuries, livestock and other
agricultural activities served as the major
source of livelihood for families in
Afghanistan’s rural areas. Herding and
breeding livestock, particularly cattle,
enabled rural families to not only contribute
to their household’s prosperity but also to
Afghanistan’s economic growth through
dairy production.

Tragically, twenty-five years of political
instability and six years of unrelenting
droughts devastated the livestock sector in
Afghanistan. The number of cattle is now at
dangerously low levels, animal health and
breeding services are at best sporadic
while manufacturing capacity has collapsed. DIRA EXTENSION WORKERS

In September 2004, US-ARC and our lead partners Land O’ Lakes (LOL) and United States
Agency for International Development (USAID) initiated The Dairy Industry Revitalization (DIRA)
project in the rural province of Parwan, Afghanistan. DIRA significantly expanded Afghanistan’s
raw milk base through herd and breed improvement and provided technical assistance and
training to farmers. The initiative’s long term goal is to develop a viable market or "market pull"
for the manufacture and sale of raw milk and dairy products. We are pleased to report that
DIRA’s first major impact is the construction of a dairy plant. The dairy plant construction is in the
early stages of planning and slated to begin early next year.

The DIRA project further complements international efforts to develop the district’s animal health
capabilities and services through establishment of Veterinary Field Units (VFUs), and formation
of farming groups who share the costs of material and resource inputs through group purchasing
as well as agriculture management skills. In line with US-ARC’s mission of local community
development, our local partner Global-ARO is the lead organization on-the-ground. Global-
ARO’s mission to advance the development of the dairy industry in Afghanistan through
marketing, promoting a national dairy industry association, and advocating for pro-dairy farming
legislation, make them a natural partner for the DIRA project

Upon initiation of the DIRA project, US-ARC and our partners faced several early obstacles.
First, due to low nutrition levels cattle were in poor health and frequently susceptible to disease,
rendering them counterproductive and an expensive commodity for poor farmers. Second, the
average farmer owns less than 1 acre of land and must cultivate other crops such as wheat and
grapes, thereby leaving little land for sufficient cattle grazing. Finally, gaining the trust, support,
and confidence of local farmers and communities was not only a priority but a necessity, as most
of Afghanistan’s rural communities are traditional and suspicious of outside interference.



With these challenges in mind, US-ARC’s recruited Afghan-American Dr. Nabi Aslamy, a
specialist in agronomy and horticulture, to lead the project for Global-ARO. A native of Parwan,
Dr. Aslamy gained the trust of the community by consulting with the elder's council and
successfully enlisted their cooperation in the DIRA project. Furthermore, he convinced the local
council of the importance of women’s inclusion in all aspects of the project. Rural women’s
participation is crucial because of their role as the main caretakers of cattle. To maintain women’s
inclusion over the longer term of the project, US-ARC hired women veterinarians and trained nine
female extension workers. Global-ARQO’s strategy was successful because women not only
gained educational and technical expertise but also gained bargaining power as income earners
in the household. To date, DIRA local extension workers have enrolled 750 women from farming
groups across three villages in Parwan. The farmers participating in our project receive hygienic
supplies, animal husbandry training, and veterinary attention for their cattle. The extension
workers conduct daily testing on cattle health, feed intake, milk production, and advice on
improving overall hygiene. US-ARC proudly regards these women as “resource experts” for their
communities on livestock farming and applauds them for their dedication and hard work.

DIRA Provides Hope to a Widow
After losing her husband and son to conflict, one of DIRA'’s participating members lost her cow
and her only source of income.

She came to the attention of Global ARO’s team because she was not only left alone to support
her children, but as a participating member of the DIRA project, she was left with no source of
income after her cow died. This widow suffered like many Afghans, but for the DIRA team, it was
a reminder that no amount of training and inputs to farmers will measure up to helping a farmer
who has lost all hope. DIRA is a community development project which has gained the attention,
trust and support of the local shuras, government ministries, the farmer participants and
international collaborators. Though its significant achievements can be quantitatively measured,
the DIRA team also recognizes the importance of the successes that cannot be measured. The
widow is one example.

The DIRA team was able to match the widow’s
need for a new cow with an interested donor
in the United States. In a simple yet
meaningful ceremony, the widow was given
the new cow and with it, hope and
encouragement. However, there are many
farmer families who have dying and diseased
cows who cannot afford to replace it. The
DIRA team understands that there is much
more that needs to be done to fully rehabilitate
the Parwan dairy communities.

©2005 Carson Coleman - Land o’ Lakes International

“We have forgotten how to take care of our animals and

cultivate our crops; it has been so long since we were

The widow watches anxiously as the veterinarians inspect her ~ free to return to our fields and graze our animals outside
ailing cow. our compounds”.

TRAINING:

0 After a required training period of six weeks for all DIRA employees, US-ARC
continued to provide on the job training not only to our extension workers and
farmer group leaders but extended training to Ministry of Agriculture (MoA)
employees, who heard about the success of program. We also employ two
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part-time veterinarians from the MoA department in Parwan, in order to build
capacity of the provincial ministry so that they may continue the work after the
project over the long term.

o Over the last year, we sponsored three separate training trips, made up of
individuals from the extension workers and farmers groups, to travel to Albania,
Tajikistan and Pakistan in order to withess similar projects first hand and
investigate future trading partnerships, particularly for cattle breeding.

e COOPERATION:

0 In 2004-2005, we organized a “Farmer Field Day” event which included a “Best Animal
Contest”. This event was a huge success, especially with the attendance of Ministry of
Agriculture advisors, local government officials, and USAID officers. The event gave
farmers recognition for their efforts, contributed to the promotion of solidarity among local
farmers, and reinvigorated both the farmers and our staff in our commitment to the
project.

The trainings provided a venue for farmers to develop meaningful relationships with local
participants and teachers while learning new techniques and exchanging challenges and success
stories.

o IMPACT (after year 1):

o We worked diligently to complete the benchmark goals of phase one of the project by
successfully establishing a system of data collection, farmer training, veterinary testing
and treatment, feed production and input provision and assistance to farming
communities.

0 We constructed two collection centers, two water wells and built “permanent squeeze
chutes” to hold the cattle for regular check-ups and treatment in each village. The third
collection center and water well will be completed in the first quarter of 2006.

o We initiated a milk collection process to introduce the sales cycle to the local farmers and
help them ease into the growing market demand for their milk. Last summer, our farmers
increased milk production by 300 percent, prompting US-ARC to collect, pasteurize, and
purchase their milk to sell on the market. By our example, farmers witnessed the milk
collection process and benefits, both monetary and professionally, of staying committed
to a project.

0 In the third quarter of 2005, the DIRA team conducted long-term cattle testing and
treatment campaign for diseases such as mastitis, brucellosis and TB. Results showed
a drastically reduced incidence rate of mastitis and a complete elimination of brucellosis
among the cattle owned by the project participants.

The continued success and interest from rural farmers of the DIRA project are a testament to the
dedication and hard work of local farmers and their communities. We look forward to expanding
the DIRA project in 2005-2006 and plan on duplicating the success of this project by providing both
women and men in other rural areas the opportunity to rebuild their communities and livelihoods
through such new and innovative initiatives.



EDUCATION

GODAH GIRLS PRIMARY SCHOOL, Wardak, Afghanistan

PROJECT OVERVIEW

In March 2004, US-ARC provided its first partnership grant to Global-ARO to establish the first
primary girl’'s school in Godah, Wardak Province. In cooperation with the Omaid Foundation, a
women’s NGO based in Kabul, we consulted local leaders in Wardak, identified local teachers
and purchased tents, chairs with attached desks, and school supplies for the school. The school
is currently providing primary education to over 200 girls. Due to the success of the Godah School
Project, plans for a modern, permanent school are underway for late 2006.

Wardak, a province located just west of Kabul,

did not experience a mass emigration of its

residents to Pakistan or Iran during twenty-five

years of war. Instead, a majority of its

inhabitants remained in Wardak and endured

the difficulties of war. During this time, schools

were severely damaged by bombings, causing

most of the education system to collapse.

Unlike Afghans who fled the country and gained

access to schools in neighboring countries, the

residents of Wardak had little access to

education. The long-term implications of little

access to adequately trained teachers and

teaching materials resulted in high levels of

illiteracy of Wardak’s residents. Through the

work of US-ARC and the Omaid Foundation, the Godah School in Wardak is making important
strides towards increasing literacy rates for young girls and preparing them to contribute to their
community.

Project Highlights

e In 2004 due to difficulties in finding female teachers, we initially hired male teachers until
additional female teachers could be trained, enabling the children’s education to progress
without further delays. Despite the shortage of female teachers and traditional inequalities
in girl's education, the local community embraced the Godah School project. In fact the
local community was an instrumental partner in designing the plans for the Godah School.
Most importantly, in 2004, the Wardak community generously donated land toward the
construction of the school. The overwhelming support of the community continues to
guide and motivate our efforts as we prepare for school construction.

e In 2005, the Embassy of Japan, impressed by the Godah Project, requested a formal
proposal to fund the building of the school. We are awaiting the decision of the Japanese
Ambassador regarding our proposal. US-ARC will continue to pursue additional sources
of funding for the Godah Project.
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DEFYING TALIBAN THREAT

The overwhelmingly positive impact of the Godah project on the community’s educational system,
advancement of women'’s opportunity, and a dynamic shift in conservative traditions was not free
from challenges. In June 2005, arsonists, largely suspected to be Taliban insurgents, set fire to
the Godah School, destroying the tents and equipment. Despite the brazenness of this act and the
potential of future attacks, the community remained steadfast and vigilant in their commitment to
supporting the school. Demonstrating volumes of resilience, students continued to show up for
class and lessons were conducted under a tree outside. Below are testimonials from two of the
school’s youngest pupils. Their understanding of the importance of education belies their age:

0 "The Taliban could be against girl's education but we want to study."
-Latifa Naseem, 3rd grade

0 "Only give us a rug to sit on even if it is in the sun so that we can study. Those
responsible for the fire are the enemy of knowledge and education."

-Parvin Shehzadeh, 3rd grade

US-ARC along with the generous help of the Women’s Commission for Refugee Women and
Children quickly mobilized and replaced the tents and equipment. However, this tragedy
reinforces the urgent need to build a permanent school. We will continue supporting the Godah
Project along with our implementing partner Global-ARO with fundraising, technical assistance,
and capacity building, so that young girls and women can receive the education they so
desperately desire.
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TEXTILE ART & APPAREL ACADEMY FOR WOMEN (Herat Acad emy), Herat, Afghanistan
PROJECT OVERVIEW

In May 2004, US-ARC granted $4,000 to
Global-ARO to provide assistance in
launching an education and economic
initiative, the Herat Academy for textile
art and apparel, for Afghan women in
Western Afghanistan’s Herat Province.
The idea behind the Herat Academy was
to develop a venue, incorporating
market-driven strategies to rediscover
and enhance the delicate traditional arts
of  Afghanistan  through  modern
applications of tailoring, design and
international size standards.
Concurrently, the integration of women
into society and human capital
development play a large role in this project.

The grant paid for salaries, 3 rooms rented from a local language center, and for purchasing basic
equipment and classroom furniture. A local master trainer, Tamim Saromie, and Sahar Riaze, a
craft trainer, were hired to run the center and train the first group of 17 women, of who 15
graduated in 2004. In addition, fee-based courses were offered to partially offset project costs.
Courses were offered continuously throughout the year to both men and women on flexible
schedules.

Herat's economy is growing rapidly compared to other cities in Afghanistan. As a result, the
Academy experienced vast interest from the community and high demand for academics and
vocational services.

Project Highlights

e After six months of operation, Herat Academy received over two hundred unsolicited
applications from women and men seeking training on managing small business operations,
particularly tailoring and alterations, plus marketing and business management skills. The
academy’s computer training and language courses are already operating at capacity.

e US-ARC raised nearly $40,000 in private donations and 100% of the funds directly supported
the Herat Academy.

¢ In first quarter 2005, the Herat Academy moved into a newer, larger facility, including 10
administrative offices.

e By December 2005, the Heart Academy employed a staff of 9 (6 teachers and 3 administrative
staff) offered 12 different courses to 150 students, including free science courses to high school
students, and graduated 35 women from the tailoring program.

US-ARC and Global-ARO are proud to sponsor the Herat Academy’s worthy mission. We
recognize that long term economic begins by training Afghanistan’s human capital. Our goal is to
equip students at the academy with professional and management skills, so that they are
well-prepared for jobs with domestic businesses, government agencies, UN agencies, and
NGOs. 12



Furthermore, starting with neighboring countries, it is vital for local entrepreneurs to communicate
and build partnerships with their counterparts internationally,

While the Herat Academy Project is a success, much more remains to be accomplished. Lack of
adequate resources continue to impede the Academy from offering a wider range of business
training classes compared to the high level of interest. Additionally, vocational training schools
currently receive little attention and funding from the international community. US-ARC and our
partners are committed to raising the profile of vocational training centers, particularly as demand
for these facilities increases in both rural and urban areas, through increased program initiatives,
partnerships with like-minded organizations, and donor support.
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VACPIERATIONS )

Staff Capabilities

US-ARC's staff and consultants include a large number of experts in the areas of finance, health
research, agriculture, education and gender. Many of them are professional Afghan-Americans.
They have provided an extensive range of services to several international development organi-
zations. In Afghanistan we have attracted educated and experienced local staff to implement
both USAID and private donor funded projects. Because of our local knowledge and established
relationship with Afghan communities and government, we have facilitated material donations to
Afghanistan, delegation visits to the US, and exchange visits for Afghan Women (including for
PBS and PCAW). We have also assisted the Embassy of Afghanistan in Washington, D.C and
the Afghan American Chamber of Commerce (AAAC) with development initiatives and events.

Administration

US-ARC activities are overseen by an eight member Board of Directors who meets once a month
to review and monitor the organization's progress. A subcommittee of five directors is responsible
for oversight of Global ARO activities. The Organization's Executive Director is responsible for
overseeing the day-to-day implementation of projects as well as compliance to organizational
policies and procedures. US-ARC's Afghanistan Activities are overseen by the Senior Director
who also serves as an advisor to Global-ARO. In addition, US-ARC serves as the fiscal agent
for Global ARO. As fiscal agent, US-ARC is responsible for Global ARO’s financial manage-
ment, compliance, contract agreements and reporting to funding organizations and private
donors. Global ARO staff provides monthly financial activity reports and supporting documents
to the US-ARC office. US-ARC maintains separate financial records for each of Global ARO’s
activities.

Oversight
US-ARC abides by all generally accepted accounting policies and has a system in place to

enforce established internal controls. US-ARC has policies and procedures in place that guide
financial reporting, banking procedures, disbursement procedures, project budget compliance
and overhead. The organization is currently revising its fiscal policies and personal manual to
reflect an anticipated larger operational scope. US-ARC is audited annually by a licensed CPA.
The annual financial review is available upon request and will be available on the US-ARC
website.

Overhead

There is a consensus that only 20 cents of every dollar of assistance aid ends up in Afghanistan,
while the rest is spent on administrative overhead and procurement costs. US-ARC vows to
spend the maximum amount of awarded funds on local beneficiaries in Afghanistan. US-ARC
aims to continue its operations with the highest level of efficiency by using volunteers and
keeping overhead costs, such as travel, board and salaries at a minimum. US-ARC has been
able to have an extended reach in its activities because of its low overhead costs. As a result,
our work has been able to positively impact the lives of many more people and has received a
positive reaction from our local partners.
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Q)

As Afghanistan transitions from humanitarian relief reconstruction to long-term economic growth,
US-ARC will continue to expand current projects and embark on new initiatives to meet the
growing needs of the country.

Strengthen current projects

In 2005, the success of the DIRA project attracted attention from other communities and local
government agencies. The positive impact not only encouraged patrticipating farmers to remain
involved in the program, but became a model for dairy production in other regions. The regions’
cattle are now healthier, producing more milk than ever before, and our farmers receive higher
prices for their milk. As a result, Land o’ Lakes agreed to strengthen their partnership with
US-ARC by expanding the DIRA program in other regions, such as Bagram, Pul-I-Khumri, Baglan
and Kunduz.

To ensure that girls in the Godah School have a safe and nurturing environment, US-ARC will
deliver on its commitment to build a permanent structure that can withstand earth quakes and the
threat of social disruptions. We will need to raise $120,000 in total to build a school that will serve
600 students in three different villages in Wardak. We count on the international community and
individual donors to help us raise the necessary funding. Furthermore, we hope to take advantage
of USAID’s latest program for Afghanistan’s Basic Education Initiative, a nationwide training
program to strengthen teachers’ capability to improve curriculum for the students in Wardak.

In Herat, the local project director, Tamim Saromie, has presented US-ARC with a plan to expand
the services and reach of the Academy by offering a more expansive curriculum and a wider
range of certificate programs. Meanwhile, the Academy will transition from a theoretical system
toward a dual-based production center system, where students can transition as skilled laborers
in their field of study. Fees earned from additional classes, as well as revenue earned through the
production center will contribute to the sustainability and financial independence of the Academy.

New Initiatives

Afghan women play a minor role in the private sector and also have less access to development
opportunities in their communities. Some of our new initiatives will target gaps in development
such as the lack of access to credit for small and medium sized enterprises in Afghanistan. We
will strive to establish a mechanism that will serve the needs of the nation’s budding small and
medium enterprises with a special ‘focus’ on providing services that address the specific
obstacles faced by women business owners. Similarly, we are conducting research and
partnering with an international NGO and a local women'’s organization to create women-owned
cooperatives around agribusiness in Nanagarhar and Badekhshan. In order to cultivate better
skills and foster understanding through communication and cooperation, we hope to provide
additional professional exchange opportunities for staff and project participants. Finally in
response to overwhelming requests from other districts in Herat, we will work to expand the Heart
Academy regionally to serve the needs of more remote communities.

We aim to uphold the Principles of Cooperation identified by the Afghanistan Compact as
articulated in the January 2006 London conference. Currently, we are working to expand our
agriculture and commerce initiatives to communities that desire employment in legitimate
industries, in order to combat the threat of violence from Afghanistan’s burgeoning drug trade.
Furthermore, we are working with US partners on developing urban-based projects to support
employment growth and entrepreneurship that will lead to local production increases, import
substitution, and ultimately better living standards for Afghans. As a trusted and locally known
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organization, US-ARC will continue to encourage local communities to not only voluntarily engage
in development projects but to also take ownership of project outcomes through diligence and
experiential learning. To achieve these objectives, we need the continued support of the Afghan
Diaspora and our friends whose donations helped us come this far. Meanwhile, to serve a larger
number of communities, we are working diligently to strengthen and establish new relationships
with foundations as well as international and multilateral donors.

US-ARC staff and DIRA Extension workers in Charikar Office

16



VIl. FINA

INCOME STATEMENT
FY 2005

Ordinary Income/Expense Income

Expense

Net Income

Contributed support
Earned revenues
Special events

Total Income

Grant & contract expense
Salaries & related expenses
Employee Benefits
Consultants
Other personnel expenses
Non-personnel expenses
Program Supplies
Occupancy expenses
Travel & meetings expenses
Depreciation & amortization expences
Business expenses

Total Expense
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NeTAL @TATEMENT@)

47,946.11
445,262.95
416.00
493,625.06

3,011.66
231,270.41
25727.25
16,497.56
2,329.13
13,376.00
124,413.04
34,093.30
40,667.25
253.00
1,551.84
493,191.12

433.94



Statement of Financial Position

Year End 2005-2004

ASSETS
Current Assets
Checking/Savings
Accounts Receivable
Other Current Assets
Total Current Assets
Fixed Assets
Total Fixed Assets
TOTAL ASSETS
LIABILITIES & EQUITY
Liabilities
Current Liabilities
Accounts Payable
Credit Cards
Unearned Revenues
Total Current Liabilities
Total Liabilities
Equity
Opening Bal Equity
Unrestricted (retained earnings)
Net Income
Total Equity
TOTAL LIABILITIES & EQUITY

31-
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Dec-05

13,835.71
596.70
895.00

15,327.41
506.00
506.00

15,833.41

82.97
3,750.52
21,198.74
25,032.23
25,032.23

-3,554.00
-6,078.76
433.94
-9,198.82
15,833.41

31-Dec-04

18,987.89
275.40
2,645.00
21,908.29
0.00

0.00
21,908.29

4,834.03
0.00
26,707.02
31,541.05
31,541.05

-3,554.00
1,839.00
-7,917.76
-9,632.76
21,908.29

$ Change

-5,152.18
321.30
-1,750.00
-6,580.88
506.00
506.00
-6,074.88

-4,751.06
3,750.52
-5,508.28
-6,508.82
-6,508.82

0.00
-7,917.76
8,351.70
433.94
-6,074. 88

% Change

-27.13%
116.67%
-66.16%
-30.04%
100.00%
100.00%
-27.73%

-98.28%
100.00%
-20.63%
-20.64%
-20.64%

0.00%
-430.55%
-105.48%

-4.51%
-27.73%



FOR MORE INFORMATION ON US-ARC OR HOW TO SUPPORT
OUR EFFORTS IN AFGHANISTAN, PLEASE CONTACT US AT:

U.S.-Afghanistan Reconstruction Council
1660 International Drive, Suite 400
McLean, VA 22102

Tel: (703) 288-5253
Fax: (703) 288-5254

Website: www.us-arc.org
E-mail: contact@us-arc.org




